
THE SOURCE OF INDEPENDENT EQUITY RESEARCH

Data Source: www.BigCharts.com

   BVPS EPS

2006A $0.13 $(0.08)
2007E $0.10 $(0.06)
2008E $0.43 $0.10

BVPS: Book Value Per Share
EPS: Earnings Per Share

Independent Equity Research Corp., 130 Adelaide Street W., Suite 2215, Toronto, Ontario, Canada M5H 3P5
www.eresearch.ca

eResearch       Update Report

Analysts 

Nigel Heath, BBM 
(Accounting/Finance), CFA
Bob Weir, BSc., B.Comm, CFA 

FIRST VENTURE TECHNOLOGIES CORP.
($1.52  FEB:TSX-V) 

UPFRONT
That fi rst sale! When you transition from developing a product to selling it! That’s when 
people notice. For First Venture Technologies, that milestone is approaching.

RECOMMENDATION
eResearch Target Price is confi rmed at $2.50, as set out in our Update Report of 
April 30, 2007. Our Recommendation remains a Speculative Buy.

COMPANY PROFILE
First Venture Technologies Corp. (“First Venture” or the “Company”) is a 
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 other reports at 
www.eresearch.ca.

HIGHLIGHTS:   
► Commercial trials indicated no material difference in wine quality or production 

process. 
► Effi cacy performance has been as expected.
► Recent agreement with established yeast producer allows for commercial production 

of Company’s urea-degrading wet yeasts for 2007 wine-making season.
► Company still seeks a long-term supplier of active dry yeast for its main commercial 

sales efforts.
► Currently well fi nanced given recent $3 million private placement, but further funding 

likely in 2008 to develop Company’s own yeast production facility.
► Company continues to evaluate complimentary technologies/products to grow its 

revenue base.
► Product success could make Company a takeover target. 
► Company has yet to record any revenues, and is considered a speculative 

investment.
► Liquidity of the shares remains relatively low.
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the text of the report, to the Company and to any third party that paid for the report to be written. Comments from 
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INVESTMENT CONSIDERATIONS

• 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 an 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). 

• 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. 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. Would First Venture 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 
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 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 
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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 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.

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.

• Using a discount rate of 25% and a 3.5 times cash fl ow multiple, eResearch derives an 
intrinsic value for First Venture shares of $2.58 (see table overleaf).

• Consequently, we have a 12 month Target Price of $2.50 (unchanged) for First Venture 
shares.  

• 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. 
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DISCOUNTED CASH FLOW ANALYSIS

 

CORPORATE PRIORITIES 

The key priorities for management include the following:

• Securing Company product inventory.
• Securing its own yeast production and research facilities.
• Hiring key personnel with the necessary technical expertise to see the product through the 

development stage and into full production. 
• 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.

 

First Venture Technologies Corp.
Discounted Cash Flow Analysis
Discount Terminal Value Multiples

Rates 3.0x 3.5x 4.0x

Present Value of Free Cash Flows $46,315,875 $46,315,875 $46,315,875
Present Value of August 31, 2026 Terminal Value* 8,370,615 9,765,717 11,160,819
Present Value of Enterprise (Debt & Equity) 54,686,489 56,081,592 57,476,694
% Value in Terminal Value 15.3% 17.4% 19.4%

20.0%
Plus:  Current Cash Position 1,573,889 1,573,889 1,573,889
Equity Valuation as of August 9, 2007 56,260,378 57,655,481 59,050,583
Equity Valuation Per Share $3.78 $3.88 $3.97

Present Value of Free Cash Flows $32,250,269 $32,250,269 $32,250,269
Present Value of August 31, 2026 Terminal Value* 3,842,371 4,482,766 5,123,162
Present Value of Enterprise (Debt & Equity) 36,092,640 36,733,035 37,373,430
% Value in Terminal Value 10.6% 12.2% 13.7%

25.0%
Plus:  Current Cash Position 1,573,889 1,573,889 1,573,889
Equity Valuation as of August 9, 2007 37,666,529 38,306,924 38,947,319
Equity Valuation Per Share $2.53 $2.58 $2.62

Present Value of Free Cash Flows $23,246,267 $23,246,267 $23,246,267
Present Value of August 31, 2026 Terminal Value* 1,818,469 2,121,547 2,424,625
Present Value of Enterprise (Debt & Equity) 25,064,736 25,367,814 25,670,893
% Value in Terminal Value 7.3% 8.4% 9.4%

30.0%
Plus:  Current Cash Position 1,573,889 1,573,889 1,573,889
Equity Valuation as of August 9, 2007 26,638,625 26,941,703 27,244,782
Equity Valuation Per Share $1.79 $1.81 $1.83

(*) Terminal Value = 2026 Projected Cash Flow times the designated Cash Flow Multiple

Source: eResearch
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RECENT DEVELOPMENTS 

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.

July 12, 2007 - First Venture Announces Key Technical Appointments

First Venture has hired Dr. John Husnik as Senior Research Scientist, and Mr. Bryan Avila to the 
position of Technical Projects Leader with First Venture Yeast Products, Inc.

Dr. Husnik is a microbiologist and an expert in the area of wine yeast genetics. He was the technical 
lead on the development of the urea-degrading yeast technology at the University of British 
Columbia’s Wine Research Centre. Dr. Husnik’s recent publications in peer-reviewed journals 
demonstrate his unique expertise in the successful development of functionally-enhanced yeast 
strains. 

Mr. Avila brings a progressive and innovative track record to the team, along with work experience 
and contacts with some of the top wineries and commercial laboratories in the California wine 
industry. He has a Bachelor of Science in Fermentation.  

COMMENT: These new hires bring important technical knowledge to First Venture, as it expands 
its team of highly skilled yeast specialists in preparation for future commercial production of its 
proprietary yeast strains.

July 11, 2007 - First Venture Announces Successful Commercial Trials in Chile

First Venture reported that its commercial trials of its urea-degrading wine yeasts produced positive 
results in Chile (a global top-ten wine producer) during their spring 2007 winemaking season. 
Independent analyses performed by a leading South American wine lab revealed Ethyl Carbamate 
(Urethane) reductions ranging as high as 76%-92%, when First Venture yeast strains were compared 
to control yeast strains. 

COMMENT: The commercial trial results were as expected, and further demonstrate the 
cooperation and commitment of the global wine industry, now including Chile, to minimize the 
Ethyl Carbamate carcinogen in wine-based beverages.   

May 24, 2007 – Pre-Feasibility Study Completed for Commercial Manufacturing 
Facility

Canbiotech Consultants Inc. has completed its pre-feasibility study for the establishment of a 
commercial yeast manufacturing facility in Canada. First Venture is continuing to proceed with its 
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plan to secure its own long-term commercial supply of multiple strains of its proprietary yeasts, 
and additional yeast-based technologies. 

This pre-feasibility study is a comprehensive report and execution plan that includes product market 
analysis, production programming, technical profi le, site selection, facility and process engineering, 
manufacturing processes including Good Manufacturing Practices, Good Laboratory Practices and 
quality control, regulatory evaluation, implementation schedule and preliminary cost planning. In 
addition, the study details plans for the assembly of laboratory and production personnel to operate 
and grow such a facility.

COMMENT: Securing cost-effective long-term supply of the Company’s proprietary yeast is an 
integral part of the overall commercialization strategy.

May 15, 2007 –  2006 Commercial Wine Trials Produce Expected Results

As anticipated, results announced from the autumn 2006 commercial trials support fi ndings of earlier 
First Venture laboratory winemaking trials on the performance of the Company’s urea-degrading 
wine yeasts.

“Our proprietary yeasts performed well in these real-world fi eld trials in which the yeasts were put 
through a wide range of winemaking conditions,” said Andy Starr, First Venture Yeast’s Napa-based 
Director of Marketing and Business Development. “When evaluating our urea-degrading yeasts 
with comparable control strains, the winemakers found the sensory characteristics and fermentation 
kinetics of the wines to be similar and in most cases indistinguishable. Effi cacy was comparable to 
our lab results when likely causal conditions were present. With the interest and cooperation of the 
commercial wine community we were able to acquire a tremendous number of data points. Analyses 
were performed at a leading commercial wine lab in Napa, CA, as well as at the Wine Research 
Centre at the University of British Columbia and at the University of California at Davis.”

In addition, the company has assembled a group of experts in winemaking, microbiology and ethyl 
carbamate to evaluate the trial data and develop best practices usage procedures for the yeasts.

COMMENT: Given management’s technical expertise and prior knowledge of the product, they 
were highly confi dent the fi eld trials would produce similar results to the laboratory.  Another key 
component of the trials was to use the data to develop best practice usage protocols and procedures 
for the wine-producing customer.

March 28, 2007 – International Agency for Research on Cancer (“IARC”) Study  

The World Health Organization’s International Agency for Research on Cancer reclassifi ed Ethyl 
Carbamate (Urethane) as being more carcinogenic than previously believed. It is now classifi ed as 
a Group 2A carcinogen, previously in Group 2B. Group 2A includes chemicals that are “probably 
carcinogenic to humans”, while Group 2B chemicals are “possibly carcinogenic to humans”. This 
is bad news for consumers of fermented alcoholic beverages and certain yeast-based foods, but a 
favourable development for First Venture, as it raises the global awareness of the risks associated 
with consumption of food and beverages that contain higher levels of this carcinogen. 

Other Group 2A chemicals include: PCB’s, diesel engine exhaust, lead-based compounds like 
arsenic and mercury, nitrogen mustard (mustard gas), acrylamide (found in many snack foods), 
and anabolic steroids, among others.
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This re-classifi cation of Ethyl Carbamate follows an IARC Working Group of 26 scientifi c 
experts from 15 countries that re-evaluated the potential carcinogenic hazards to humans from 
consumption of alcoholic beverages, and a separate evaluation was made to study the effects of 
Ethyl Carbamate. 

The study showed increased rates of cancer in tests conducted on mice, rats, hamsters and monkeys 
and indicated that Ethyl Carbamate is genotoxic, mutagenic and clastogenic, especially in the 
presence of metabolic activation. 

The Working Group noted that: (1) experimental evidence suggests great similarities in the metabolic 
pathways of the activation of Ethyl Carbamate in rodents and humans; and (2) the formation 
of proximate carcinogens that are DNA-reactive and are thought to play a major role in Ethyl 
Carbamate-induced carcinogenesis in rodents probably also occurs in human cells.

March 7, 2007 – Queen’s University Study  

In a similar, but much smaller study, Queen’s University researchers linked wine and fermented 
foods with cancer. The study, led by Dr. Poh-Gek Forkert of Queen’s Department of Anatomy and 
Cell Biology, discovered that a naturally-occurring carcinogen (vinyl carbamate, which is derived 
from Ethyl Carbamate) found in alcoholic beverages and fermented foods causes DNA modifi cation 
and mutations, ultimately leading to abnormal cell growth and lung cancer. 

COMMENT:  The scientifi c evidence is clear: the consumption of naturally-occurring Ethyl 
Carbamate in food and beverages is a health hazard. However, two uncertainties remain: (1) 
What level of regular consumption is considered safe, given the small parts per billion in certain 
yeast-based food and beverages?; and (2) When will the issue receive greater public awareness 
in the media?  
 

THE COMPANY

1. Corporate Objective: First Venture’s primary focus is to develop and commercialize 
functionally-enhanced yeast products which effectively reduce a known naturally-occurring 
carcinogen, Ethyl Carbamate (also known as Urethane). These proprietary yeasts are designed 
to perform as they do in their pre-enhanced state – having comparable fermentation kinetics 
and similar sensory characteristics, with the added benefi t of the ability to drastically reduce 
urea in the presence of arginine, one of the primary precursors of Ethyl Carbamate. Ethyl 
Carbamate, also known as urethane, is found in many commonly-consumed yeast-fermented 
foods and beverages, such as wine, sherry, sake (rice wine), brandy, whisky, beer, bread, soy 
sauce, and yogurt.

2. License Agreement:  First Venture has a service agreement with the University of British 
Columbia (UBC), which enables the Company to benefi t from having a working association 
with UBC’s Wine Research Centre, one of the world’s most advanced wine research 
laboratories. This allows the Company access to a top international genomic research team 
and one of the most up-to-date research facilities in North America, without expensive capital 
outlays. Certain key staff have recently joined First Venture.    



Update Report                                                            eResearch

9August 13, 2007

 On November 4, 2003, First Venture entered into an exclusive global license agreement 
with UBC for this new yeast strain technology and underlying patents. Under the license 
agreement, First Venture has exclusive rights to exploit the technology commercially, or 
to sublicense such rights, for a period of either 20 years or until the termination of the last 
patent relating to the technology, whichever is later. The license will not be subject to any 
restrictions affecting commercial exploitation. UBC and two other contributing institutions 
retain the right to use the technology for research, scholarly publication, education, and other 
non-commercial purposes.  

 Under the license agreement, First Venture is committed to pay UBC a royalty based on 
revenue earned from the use of the new yeast strain technology and a percentage of any 
income derived from sublicensing any products utilizing the yeast technology. Minimum 
annual royalty payments are outlined below. An annual maintenance fee of $1,000 is payable 
to UBC, and First Venture is also required to reimburse UBC for patent-related costs. 

3. The Product:  The Company is treating its product as a “platform technology”, in that it has 
been proven that the technology will functionally enhance virtually any existing yeast strain. 
The Company will evaluate opportunities to apply this technology as a solution to reducing 
Ethyl Carbamate in various beverage and food products in which this carcinogen is present. 
First Venture currently has yeast strains in varying stages of commercial development for 
white and red wine, brandy, and sake. 

4. Market Potential: Primary research and development is focused on developing product 
for the wine, brandy and sake yeast markets. It is estimated that these global markets use 
in excess of 6 million kilograms of yeast annually, according to data extrapolated by First 
Venture (there is no single source for data on global yeast consumption). The broader market 
for wine and all distilled spirits is estimated at 28 million kilograms annually. Current 
prices, depending on the specifi c strain of yeast, are in the range of US$20 per kilogram for 
basic yeasts, up to US$140 for specialty yeasts in wine and brewed or distilled beverages 
(eResearch has used US$100 for fi nancial modelling purposes).

5. Commercial Ready Product: Several commercial wine companies (from small boutiques to 
large global producers) and academic partners have conducted wine making trials from the 
2006 fall harvest, and full analysis was recently completed.  See “Recent Developments.” 
Other commercial trials are in progress. The primary purpose of such trials is to put the 
urea-degrading yeasts through numerous and varying wine-making practices in enological 
and viticulture scenarios that commercial winemakers deal with everyday.  This would 
allow the Company to acquire fi eld-data and to develop usage protocols that support 
“best practices use” of the urea-degrading yeasts under key commercial criteria that are 
important to purchase decisions.  More specifi cally, the Company and its commercial trial 
clients are evaluating the use of the urea-degrading yeasts against commercial yeast strains 
already used in-the-fi eld for, and in order of importance: (i) comparability of fermentation 
performance relating to product quality and production economics; and (ii) similarity of 
sensory characteristics of end-product wine that meet consumer driven taste profi les.  These 
extremely important criteria, along with the ability of the urea-degrading yeasts to reduce 
Ethyl Carbamate in the presence of arginine in grape juice, have already been proven-out and 
reported on in trials conducted at the UBC Wine Research Centre and at independent wine-
industry focused research facilities. Comparable fi ndings from commercial trial scenarios, 
where winemaking is subject to varying conditions not necessarily found or set-up in lab 
development, will provide “in-the-fi eld” knowledge and will produce usage protocols that 
can validate commercial winemakers’ choice to trial, purchase and use the urea-degrading 
yeasts in full-scale production.
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6. Intellectual Property: UBC has fi led an international PCT (Patent Cooperation Treaty) 
patent application for the urea degrading yeast technology. In addition, it has also fi led 16 
national jurisdictional patent applications. One national patent, South Africa in 2007, has 
now been granted..

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 recently 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 long development period until full production, potentially up to 
two years.

• 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. 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.  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. Although sales 
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.
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- 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.

- 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 relatively long 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.
 

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. 
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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.

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. 

COMMENT: There are other industry precedents in which an industry has made changes as a result 
of a toxic substance, particularly the tobacco with warning labels on its products and the removal 
of lead gasoline in automobiles. More recently, benzene in the soft drinks industry and acrylamide 
in the snack foods industry are analogous commercial cases of carcinogenic contaminants similar 
to Ethyl Carbamate.

In the Ethyl Carbamate situation, there is the potential for signifi cant and constant human 
consumption of a known carcinogen, in which there is now a viable solution (unlike for many 
other chemical contaminants). The issue then becomes what the attitude of litigators would be 
if beverage and food producers knowingly refused to use this new Ethyl Carbamate-reducing 
yeast technology. 
  
 

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; (b) the University of California at Davis; (c)  the PEI Food 
Technology Centre; and (d) 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 



Update Report                                                            eResearch

13August 13, 2007

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 contract manufacturing, 
sublicensing the technology, producing the product independently or being acquired. 

• 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 by the end of 2007. 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 
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 IARC reclassifying Ethyl 
Carbamate as a Group 2A chemical is a positive development (previously Group 2B).

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

Revenue/Profi t: As a development stage company, First Venture has yet to generate operating 
revenue from its proprietary yeast products. eResearch expects that modest initial revenues will be 
recorded late in fi scal 2007, but more substantial sales are likely in fi scal 2008. Until the Company has 
completed its own manufacturing facility, initial inventory build up will be provided by a third-party 
yeast manufacturer under contract. Under this scenario, cost of sales would be fairly minimal.  

Cash: Following a $3.0 million private placement that closed in May 2007, the Company benefi ts 
from a strong cash position. At the end of the third quarter, May 31, 2007, First Venture had $3.6 
million cash on hand and, currently, about $3.8 million.  

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 $1.2 million through 9 months of fi scal 2007, equivalent 
to $136,000 monthly. This has increased from a monthly average of $98,000 in fi scal 2006.  The 
increase refl ects greater spending on pre-commercial marketing initiatives, next-generation product 
development and higher consultants’ fees. eResearch estimates that, over the ensuing twelve months, 
First Venture’s monthly burn will be closer to $150,000 refl ecting increased staffi ng, marketing and 
sales initiatives, product development, and consultants’ fees. 

Capex: First Venture’s capital expenditures have been relatively modest to date, 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 recently 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 could range between $5 million and 
$15 million, although a signifi cant portion of this would likely be offset by government fi nancial 
assistance.

Financing: Having recently raised $3 million and given the current burn rate, we calculate that the 
Company will require additional capital in later in fi scal 2008 to fund its capital expenditure needs, 
particularly if it proceeds with developing its own manufacturing facility. 

Warrants/Options: The Company has the following warrants and options outstanding: 



Update Report                                                            eResearch

15August 13, 2007

 
Capital Structure:  First Venture, as at August 3, 2007, has 19,463,668 shares outstanding which, 
at current share prices, derives a market capitalization of C$29.6 million. This compares with book 
equity value of $4,055,804 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. 

 
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 should decline sharply in future years.

1. Warrants

Exercise Expiry Potential
Number Price Date Comment Equity

819,000 $0.50 none In-the-money $409,500
305,000 $0.95 November 9, 2009 In-the-money $289,750

1,721,000 $1.25 November 9, 2009 In-the-money $2,151,250
2,845,000 $2,850,500

2. Options

Exercise Expiry Potential
Number Price Date Comment Equity

830,000 $0.36 Nov. 2008 In-the-Money $298,800
25,000 $0.64 Oct. 2010 In-the-Money $16,000
50,000 $0.85 Feb. 2011 In-the-Money $42,500

395,000 $0.86 Mar. 2011 In-the-Money $339,700
500,000 $1.05 Sept. 2011 In-the-Money $525,000

75,000 $1.15  May 2011 In-the-Money $86,250
225,000 $1.17 Mar. 2012 In-the-Money $263,250
150,000 $1.40 Apr. 2012 In-the-Money $210,000

2,250,000 $1,781,500
Source: First Venture

Note: The entries in italics are within our 12-month forecast period, and total:
819,000 additional shares, and potential new equity of: $409,500

Minimum
Research Royalty Maintenance Total

2007 $229,990 $1,000 $230,990
2008 $43,330 $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

$273,320 $65,000 $5,000 $343,320
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Table 1. Financial Statements  

COMMENT:  First Venture remains in the development stage and has not yet generated revenue from the sale of its proprietary 
yeast products. The ramping up of development spending has resulted in sharply higher expenses in recent quarters, principally 
refl ecting rising spending on research and development, and consultants fees. We are forecasting the booking of modest initial 
sales in fi scal 2007. and this assumes initial sales are served by product from a third party, manufactured under contract for First 
Venture. Thus, the relatively low cost of sales.  eResearch expects additional funding will be required in 2008, particularly as 
the Company moves towards development of its own commercial yeast manufacturing facility. Book value per share is expected 
to rise to $0.43 by year end 2008.      

First Venture Technologies Corp.
     9 Months Ended May 31           Year Ending August 31:

Statement of Income/(Loss): 2006 2007 2004 2005 2006 2007E 2008E
Revenue 0 0 0 0 0 200,000 4,095,000
     Cost of Sales % 15% 15%
 Cost of sales 0 0 0 0 0 (30,000) (614,250)
 Research (230,467) (297,130) (239,727) (370,070) (301,235) (400,000) (400,000)
 Consulting (313,496) (465,088) (186,546) (323,014) (466,525) (400,000) (300,000)
 Other Administrative Costs (202,285) (465,690) (225,649) (213,627) (405,566) (468,000) (702,000)
Total Expenses ("Burn") (746,248) (1,227,908) (651,922) (906,711) (1,173,326) (1,298,000) (2,016,250)
Operating Income (746,248) (1,227,908) (651,922) (906,711) (1,173,326) (1,098,000) 2,078,750
Amortization (2,565) (2,565) (1,429) (3,349) (3,358) (5,000) (5,000)
EBIT (748,813) (1,230,473) (653,351) (910,060) (1,176,684) (1,103,000) 2,073,750
Interest Income 27,057 40,360 15,510 12,659 40,710 20,000 0
EBT (721,756) (1,190,113) (637,841) (897,401) (1,135,974) (1,083,000) 2,073,750
Future Income Taxes (Payable)/Recovery 0 0 0 0 0 0 0
Net Income/(Loss) (721,756) (1,190,113) (637,841) (897,401) (1,135,974) (1,083,000) 2,073,750

Total Shares Outstanding 14,865,168 18,619,668 8,423,068 10,534,568 14,865,168 19,463,668 21,285,290
Weighted Average Shares Outstanding 12,699,868 16,742,418 7,424,595 9,546,646 14,101,726 17,164,418 20,374,479
Earnings (Loss) Per Share ($0.06) ($0.07) ($0.09) ($0.09) ($0.08) ($0.06) $0.10

Statement of Cash Flow:
Net Income (Loss) (721,756) (1,190,113) (637,841) (897,401) (1,135,974) (1,083,000) 2,073,750
All Non-Cash Items 25,246 194,300 57,809 53,094 145,108 50,000 50,000
Cash Flow from Operations (696,510) (995,813) (580,032) (844,307) (990,866) (1,033,000) 2,123,750
Cash Flow Per Share ($0.06) ($0.06) ($0.10) ($0.09) ($0.07) ($0.07) $0.01
Capital Expenditures (26,819) (17,534) (168,674) (24,802) (33,687) (250,000) (2,000,000)
Free Cash Flow (723,329) (1,013,347) (748,706) (869,109) (1,024,553) (1,283,000) 123,750
Working Capital Changes (159,607) (37,753) 66,675 89,258 (154,607) (48,951) (30,000)
Equity Financing 2,126,735 3,135,710 965,645 858,970 2,126,735 3,135,710 3,102,375
Debt Financing/Capital Leases 0 0 0 0 0 0 0
Change in Cash 1,243,799 2,084,610 283,614 79,119 947,575 1,803,759 3,196,125

Cash, Beginning of the Period 626,314 1,573,889 263,581 547,195 626,314 1,573,889 3,377,648
Cash, End of the Period 1,870,113 3,658,499 547,195 626,314 1,573,889 3,377,648 6,573,773

          As at May 31        As at August 31
Balance Sheet: 2006 2007 2004 2005 2006 2007 2008
Cash 1,870,113 3,658,499 547,195 626,314 1,573,889 3,377,648 6,573,773
Accounts Receivable 34,768 42,175 12,187 18,746 38,564 40,000 50,000
Prepaid Expenses 33,700 46,173 23,325 12,997 47,256 50,000 60,000
Total Current Assets 1,938,581 3,746,847 582,707 658,057 1,659,709 3,467,648 6,683,773
Capital Assets 11,954 17,279 6,466 10,735 13,533 263,533 2,263,533
License and Patent Costs 301,686 317,405 261,467 278,651 306,182 320,000 320,000
Total Assets 2,252,221 4,081,531 850,640 947,443 1,979,424 4,051,181 9,267,306

Current Liabilities 38,601 25,727 75,994 161,483 60,953 80,000 120,000
Shareholders' Equity 2,213,620 4,055,804 774,646 785,960 1,918,471 3,971,181 9,147,306
Total Liabilities & Equity 2,252,221 4,081,531 850,640 947,443 1,979,424 4,051,181 9,267,306

Book Value (S.E.) Per Share $0.15 $0.22 $0.09 $0.07 $0.13 $0.20 $0.43
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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. 

To a lesser extent citrulline, an amino acid, which is not incorporated into yeast protein, and is 
formed during arginine biosynthesis, can also 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 IARC and Queens University, the following Ethyl 
Carbamate developments are of interest:
 

 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 as well known to be toxic to the reproductive system.  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.

 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”.
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 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
 ppb = Parts Per Billion

 Source: Health Canada
 
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.
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APPENDIX 2: MANAGEMENT AND DIRECTORS 

Howard Louie - Chief Executive Offi cer and President
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. – 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.



Update Report                                                            eResearch

21August 13, 2007

TECHNICALLY SPEAKING

By Stephen Whiteside - Publisher - TheUpTrend.com

 

First Venture Technologies Corp. (TSX VENTURE:FEB.V) The long term prospects for this stock look very 
attractive at this time, as it continues to make higher lows and lower highs.

 
On a shorter term basis, First Venture has slowly moved lower over the past 4 months. We may see this stock fall 
back down to the $1.20 area, before the next leg up can get started. A move down to $1.20 would not damage this 
stock’s long-term prospects.

 
 

08/13/2007
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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 analysts on this report:  Nigel Heath, BBM (Accounting/Finance), CFA: Nigel Heath has been analyzing 
companies from both a fi xed income and equity perspective for 17 years. His experience extends to both Dominion 
Bond Rating Service where he was a sector lead analyst and a member of the Rating Committee, and at RBC Capital 
Markets where he served in London, England to gain an international perspective. He has held responsibility for 
analyzing companies in the following sectors: natural resources, industrials, energy, autos, and fi nancial services.

Bob Weir, B. Comm, B.Sc., CFA. Bob Weir has been involved in an analytical capacity since 1966, with both the 
securities and the real estate industries. Initially with Wood Gundy Limited in London, England, he spent nine years 
with that fi rm in a securities research capacity. He spent the next twenty years in the real estate business as analyst, 
consultant, and broker before joining Dominion Bond Rating Service Limited in 1994. He eventually became Executive 
Vice-President of DBRS and was responsible for supervising the fi rm’s 34 analysts and for running the company on 
a day-to-day basis. He joined eResearch in September 2004.
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procedures. For instance, fees from Covered Companies are due and payable prior to the commencement of research, are accepted only in 
cash or currency and will not accept payment in shares, warrants, convertible securities or options of Covered Companies.   

All Analysts are required to sign a contract with eResearch prior to engagement, and agree to adhere at all times to the CFA Institute Code 
of Ethics and Standards of  Professional Conduct. eResearch analysts are compensated on a per-report, per-company basis and not on the 
basis of his/her recommendations. Analysts are not allowed to accept any fees or other consideration from the companies they cover for 
eResearch. Analysts are also not allowed to trade in the shares, warrants, convertible securities or options of companies they cover for 
eResearch.

In addition, eResearch, its offi cers and directors, cannot trade in shares, warrants, convertible securities or options of any of the Covered 
Companies. eResearch’s sole business is providing independent equity research to its institutional and retail subscribers. 

eResearch will not conduct investment banking or other fi nancial advisory, consulting or merchant banking services for the Covered 
Companies. eResearch is not a brokerage fi rm and does not trade in securities of any kind.

eResearch makes all reasonable efforts to provide its research, via e-mail, simultaneously to all subscribers. eResearch posts all of its 
research on its own website (www.eresearch.ca), disseminates its research through its extensive electronic distribution network, and provides 
notifi cation of its research through newswire agencies.  

Additional distribution of our research may be done through agreements with newswire agencies.  
                 

eResearch Recommendation System
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.

 Operational - Weak competitive market position, early stage of development, unproven operating plan, high cost 
structure, industry consolidating, business model/technology unproven or out-of-date.

Medium Risk: Financial - Several years of revenue and positive earnings, balance sheet in line with industry average, positive free 
cash fl ow, adequate working capital solvency, may or may not pay a dividend.

 Operational - Competitive market position and cost structure, industry stable, business model/technology is well 
established and consistent with current state of industry

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.


