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At a Glance
– Portfolio companies made progress with challenges still ahead
– Investment strategy and focus remain the same

Key Figures
Year ended September 30 2004 2003 2002

Net profit/ (loss) CHF – 2,914,234 – 6,321,770 – 29,050,145
Net profit/ (loss) as a percentage of
average shareholders’ equity % – 2.66 – 5.38 – 18.25
Comprehensive income/(loss) CHF – 2,337,222 – 13,867,894 – 69,383,240
Comprehensive income/(loss) as a percentage of
average shareholders’ equity (return on equity) % – 2.13 – 11.79 – 43.58
Net asset value per share CHF 21.66 22.13 24.91
Earnings/(loss) per share CHF – 0.58 – 1.26 – 5.81
Comprehensive income/(loss) per share CHF – 0.47 – 2.77 – 13.88
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Venture Capital is money used to finance the
implementation of innovative technologies and bring
new products to consumers. This process is challeng-
ing and, therefore, bears risks to the investment.

New Venturetec offers the opportunity to partici-
pate in the formation and growth of the next genera-
tion companies in leading industries.

People are the main factor for success. Integrity
and competent knowledge coupled with entrepre-
neurial understanding is of utmost importance. 

The goal of venture investing is to generate
returns on the investment in line with the risks taken
through the participation of building and growing
new companies.
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Dear Shareholder

It is my pleasure to provide you with the report on
the seventh year of operations of New Venturetec.
Despite the still difficult environment for venture
companies with capital markets not being better, we
can look at some improvements. The economy and
therefore the product market have shown momen-
tum especially in the US, where New Venturetec
holds the majority of its participations. As a result, the
operational progress of the portfolio companies is
real. 

The companies are moving closer towards break-
even or in the biotech sector bringing products
through the clinical trials and eventually to the mar-
ket. New Venturetec’s holdings were not affected by
significant dilution. We made strong efforts to keep
up with the cash required through limited borrowing.
We are convinced that this is in the interest of the
shareholders. I am satisfied with the progress most of
the companies have made. We certainly continue to
focus strongly on raising also the performance bar for
the other companies. 

The enclosed consolidated financial statements
are presented according to IFRS (International Finan-
cial Reporting Standards). The Net Asset Value (NAV)
per share as of September 30, 2004 is CHF 21.66
compared to CHF 22.13 a year ago, a decrease of
2.12%; in USD 17.37 respectively USD 16.80 or a
increase of 3.39%. The Company’s total return since
January 1, 1997 in CHF is –25.14%, or an IRR net to
investors of –7.23% p.a.; in USD –13.14% respec-
tively –4.17% p.a.

The Group’s net loss for the year is CHF 2,914,234
compared to a loss of CHF 6,321,770 a year ago. The
comprehensive loss for the period is CHF 2,337,222
compared to a loss of CHF 13,867,894 in 2003; or a
loss of CHF 0.47 per share compared to CHF 2.77 in
2003. The comprehensive loss is the sum of unreal-
ized valuation increases/decreases, the Group’s net
profit/ loss for the year and currency adjustments.
The average exchange rate CHF/USD for 2003/04
was 1.2737 compared to 1.3860 in 2002/03. The

reasons for the loss are accrued costs and interests
and currency adjustments. The value of the invest-
ments decreased by CHF 1,757,058 or 1.17%, and
increased by USD 5,036,639 or 4.42%. Three of the
eleven holdings slightly improved their value, five
companies are the same and three decreased in valu-
ation.

New Venturetec’s stock price was CHF 14.00 on
September 30, 2004, representing a decline of
12.50% for the reporting period. The net asset value
has decreased 2.12% during the same period. This
represents a discount of 35.36% to the NAV as of
September 30, 2004. There has been an average pre-
mium of 13.31% since the IPO in 1997 through Sep-
tember 30, 2004. Neither New Venturetec nor the
Investment Manager make a market in New Ven-
turetec shares nor do we intend to do so. We are
responsible for the development of the NAV and
leave the market to the market participants. In the
meantime, there may be over- or under-reactions in
the stock price due to reasons known to the market
participants. It is the investors’ choice and decision to
invest or disinvest after considering all the factors
involved.

In the current environment, the portfolio compa-
nies have advanced on their path to becoming sus-
tainable, successful companies. The portfolio today
consists of 11 companies: five biotechnology, two
communications, two technology and two Internet,
predominantly domiciled in the United States. We
would like to point out that New Venturetec was able
to avoid any significant dilution in its portfolio com-
panies during the reporting period. The liquidity
needed in the portfolio companies could be secured
by New Venturetec and other investors. New Ven-
turetec participated in several capital increases with a
total value of approximately USD 6,500,000 of which
the most significant was E-Centives with USD
3,000,000. No disinvestment took place. Cash
remains deliberately tight. The yearly operating costs
are minimal and are sufficient for the coming years.
There are no plans for any transactions on the capital
market for New Venturetec. The reported valuations
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are reasonable and reflect the current environment.
We believe that the NAV has stabilized. However, the
timing of any significant increase is difficult to fore-
see. The goal and strategy remain the same: build and
grow the existing core holdings with real potential
and disinvest the others.

Osiris Therapeutics, which represents 20.10% of
the total investments, has experienced a challenging
year. The management team had to be replaced due
to non-performance. In May 2004, Dr. Randy Mills
was appointed President and CEO of the company.
He has done a quality job and focused the company
on commercializing the products. We are confident
about the business opportunity that exists. 

Basilea Pharmaceutica, which represents 17.30%
of New Venturetec’s investments, went public in
March 2004. It was able to raise approximately CHF
200 million to develop its two leading products in the
field of antibiotics and dermatology. Although the
share price trades below the IPO price, it does in my
view not reflect the progress of the company. Basilea
is a long-term investment. 

Prolexys Pharmaceuticals, had to be revaluated
due to its early stage of development. The company
will need to raise funds next year and may not achieve
current valuation. The revaluation is not technology
related but driven by the capital market. Prolexys is
progressing on finding valuable compounds for new
therapeutic drugs, especially in the cancer area. Pro-
lexys represents 4.20% of the total investments.

IPeria, which provides unified messaging software
for voice over IP systems, gained 16 customers with
a growing and recurring revenue base. The product
has real traction in the market and is well positioned
for growth. New technologies in the telecom market
drive IPeria as well. IPeria represents 11.45% of New
Venturetec’s investments.

E-centives went through some challenges during
the past twelve months. An internal investigation did
not reveal any material issues. However, the Chair-
man and President voluntarily changed his role to a
consultant status. The former COO took over as Pres-

ident and CEO. The customers give positive feedback
on the product and services. Nevertheless, we want
revenue to be greater and faster. On the cost side,
management did save as much as appropriate. 
E-Centives represents 10.91% of the investments.

WStore, which represents 15.26% of the invest-
ments, is within plan with approximately USD 70 mil-
lion in revenue and profitable in 2004. WStore is a
fully web based IT reseller. The company has a stable
management team. 

With the decline of the equity markets since 2000
it is clear that we have lost considerable time and
money. The companies not only are delayed on their
growth path, but also need more cash. Those two
factors, time and money, will have an impact on the
performance of New Venturetec. Nevertheless, the
holdings are healthy and in many companies we have
stongly skilled, talented and very motivated people.
We are of the firm conviction that the majority will do
well and that our efforts will bear fruit. It is a great and
satisfactory job to develop leading-edge products and
introduce them successfully to the market. Yes, there
are challenges which confront us every day. We
assure you that we are committed to take up those
challenges and act upon the best of our capabilities
and beliefs to help the companies grow and be suc-
cessful. We are proud of and committed to what 
we are doing and of having you as a shareholder to
go this venture path together. We thank you for your
patience and trust – I know it’s been a challenge 
for you as well; I do understand and respect your 
position. Together we can achieve what we have
dreamed of and that is being part of young compa-
nies which bring products to the market to increase
our quality of life in health and technology.

Zurich, October 22, 2004

For the Board of Directors

Peter Friedli
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Company

New Venturetec is an investment company in-
corporated in Zurich on August 8, 1997. The Com-
pany holds participations in venture companies in the
areas of biotechnology, communications, technology
and internet predominantly domiciled in the United
States. 

Its business objective is to obtain capital apprecia-
tion from well-selected companies that are at the
forefront of the technology and products in their field.

Investment Approach

The investment targets are carefully selected after
in-depth analysis of people, technology and markets
of potentially high quality companies in fields being
viewed as of special interest. Major attention is given
to the management, its capability and commitment.
Influence on key management decisions as well as on
strategic planning is executed. Milestones are being
set and management is being reviewed. Monitoring
and control procedures as well as providing up-to-date
reports on company progress and financial situation
are an integral part of the investment management.

Venture Capital

Venture capital investing is the process of build-
ing a business from scratch. The venture capital
investments are made through different forms of
securities ranging from common stock to preferred
shares and convertible debt. 

Venture capital can be private or public depend-
ing on the stage of the company. The company natu-
rally evolves from its inception through generating
profits if successful. Several rounds of financing at
different prices are conducted in most cases. 

The proceeds of such financings are used as
working capital to build the business since such com-
panies still generate losses. A company is out of the
venture stage if for six to eight consecutive quarters
a substantial revenue and profit increase is achieved
and the outlook for the coming years ahead is for
sustainable growth. At this stage the company can
be private or public. 

The characteristics of a venture investment are
typically high risk, lack of a market for the securities
and long-term investment horizon. Venture capital
offers the possibility to participate in the formation
and growth of the next generation companies.

New Venturetec
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Company New Venturetec AG 

Domicile Zurich

Type of Securities Bearer Shares

Outstanding Shares 5,000,000 Shares

Initial Public Offering October 16, 1997

Offering Price CHF 33

Dividend The Company does not intend to pay out any dividends, but rather
reinvests any realized cash from disinvestments

Management Fee 1.5% p.a. payable on the quarterly Net Asset Value, plus up to 0.5% for costs

Performance Fee 12% of the percentage points exceeding 15% of the compounded 
annual return to investors calculated on the basis of the Net Asset Value,
multiplied by the net amount of “realized profit and loss”; or 12% of 
the net amount of “realized profit and loss”, if the compounded annual
return to investors is 20% or higher

Board of Directors Peter Friedli, President
Beat Wittmann, Vice President 
Andreas von Sprecher, Member and Secretary

Investment Manager Friedli Corporate Finance, Inc.

Auditors KPMG Fides Peat, Zurich

Listing SWX Swiss Exchange (Segment Investment Companies)

Security Number 703 683

Price Information (Ticker) Telekurs (NEV), Reuters (NEV.S), Bloomberg (NWV SW Equity)

Reporting Annual report, semi-annual report, 
permanent information available on www.newventuretec.com



Investment Objectives

The objective of New Venturetec is to achieve
long-term capital appreciation through equity and
debt investments in start-up, emerging and growth
companies which the Investment Manager believes
offer significant growth opportunities. We identify
successful and promising companies and then actively
work with management over a five to ten year time
horizon.

The investment decisions will be based upon (i)
the Investment Manager’s ability to identify compa-
nies which can successfully utilize capital at an early
stage in their life cycle, (ii) carefully selected or
assessed management teams, (iii) strategic advice for
positioning such companies in high growth markets
promising to generate public interest at a future 
date and (iv) an active influence on the portfolio
companies.

Investments

Investments will typically be structured in nego-
tiated transactions directly with the portfolio com-
pany. The securities acquired will primarily consist of
common and preferred stock or convertibles, a com-
bination of equity and debt securities and warrants,
secured and unsecured debentures, options and other
rights to acquire such securities. Since most of the
investments are in private firms or restricted securities
of publicly traded enterprises, the resale or disposition
of such investments will generally be restricted for a
period of time. Following its initial investments, the
Company anticipates that it may provide additional or
“follow-on” funds to portfolio companies. Follow-on
investments may be made pursuant to the rights to
acquire additional securities, or in order to increase
the Company’s positions in a successful or promising
entity. The Company may also be called upon to
provide follow-on investments for reasons such as 
the provision of additional capital to enable a portfolio
company to fully implement its business plan, to
develop a new line of business or to recover from
unexpected business problems.

The Company may invest as a sole investor or as
a co-investor with others, including professional in-
vestment groups as well as the Investment Manager
and its affiliates.

Investment Process

Any investment decision will be made unilaterally
by the Investment Manager after careful evaluation
of the situation. Using his investment expertise, the
Investment Manager will manage and diversify the
Company’s investments in several ways that may but
need not include diversification among different in-
dustries of interests.

The investments will be acquired in transactions
usually negotiated directly by the Investment
Manager with the portfolio company or an affiliate
thereof. The Investment Manager will seek to struc-
ture the terms of the investment in order to provide
for the capital needs and success of the portfolio
company, while at the same time maximizing the
Company’s opportunity of long-term capital appre-
ciation and minimizing adverse risks. An important
factor in successful investing is the proper structuring
of the transaction in terms of the type of security,
restrictions on the use of funds, commitments or
rights to provide additional financing, control and
involvement in such a company’s business and dis-
investment strategy. A further aspect is the proper
valuation of the potential portfolio companies, and
thus, the pricing of the transaction.

New Venturetec’s goal is to create value through
in-depth analysis of companies and active manage-
ment. We screen many companies and select those
with the best combination of all business factors. This
process can take up to several months. During that
period we also learn about the management which is
the major focus for any investment decision. Invest-
ments are understood to be foremost an investment

Investment Approach
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in people. Understanding the industry and the mar-
kets coupled with personal commitment, integrity
and hard work is a must. 

We invest into comprehensive technology and
markets. In most cases, the products are at the
leading edge as well as unique and provide a clear
advantage to the customer. The markets are thor-
oughly analyzed and need to be considered real and
growing but by no means too futuristic. There must
be a defined need and obvious payback for the
targeted customers. Competition is viewed as healthy
and inspiring. The portfolio companies seek patent
applications and protection of intellectual property 
to secure a leading position.

New Venturetec supports its portfolio companies
in the process of developing a business strategy and
actively participates in the management of the com-
pany on a board level where appropriate. Shareholder
interests are actively represented. By providing in-
vestment banking services we help our companies in
various aspects of financing. Portfolio companies are
continuously monitored. Particularly important is the
control of costs and the achievement of milestones.
Additionally, the management is reviewed regularly
to ensure that the right people are in place to bring
the company to the next level. New Venturetec is
actively engaged in the formulation of disinvestment
strategies by positioning the portfolio company for an
IPO or a trade sale.

Most importantly for the success of a portfolio
company is the quality of the management and 
their entrepreneurial spirit. Therefore, our main focus
in considering an investment is management. We
weight management with 80% of the investment
factors. We invest in people and the future of such a
business. To evaluate people is a time-consuming and
demanding process. The qualities of a CEO depend
on the specific situation but in essence consists of key
factors that are applicable at all times.

Active Involvement

We believe an Investment Manager must add
value. As a result of our experience and focus we are
qualified to add value to companies. We believe no
substitute exists for spending time with our portfolio
companies in order to understand the key issues
facing management. We do not take a portfolio
approach to investing where it is expected that there
are only a few winners. Rather, we work very hard 
to make each and every one of our investments suc-
cessful through our active and long-term commit-
ment. Our mission is to add valuable assistance so
that each company succeeds. We work to assist
management in implementing its agenda and view
ourselves as a resource that is available to the entire
senior management team.

New Venturetec is committed to actively assist
management in creating long-term value. We believe
the quality of our relationships with management is
the foundation for success in helping to build leading
companies. We carefully structure our investments so
our economic incentives parallel management’s. We
build strong relationships over time based on trust
and mutual respect. We recognize that building high
quality companies is a very challenging process and
we work with management as true partners in meet-
ing those challenges.

New Venturetec closely monitors and reacts to
deviations from the original plan if necessary. The
support offered to the portfolio companies ranges
from traditional investment banking services to re-
cruitment of management; from strategic alliances to
corporate governance and compensation issues. The
reporting policy is based on a notion of “we do not
manage, but rather we want to know everything”.
Frequent visits and face-to-face meetings with man-
agement and employees are part of our continued
support to safeguard our investment. To have a
decision structure in place in order to react if neces-
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sary and implement decisions fast are priorities in the
structuring of the investments. 

We believe that companies often grow faster than
people. Cost control is an important factor to assure
that the invested capital is treated wisely in the
process of creating value. We believe in efficiency and
the proper use and allocation of all resources, be it
financial, human or time. New Venturetec takes up
the challenges on a detailed basis and creates a cul-
ture of commitment while striving for success. The
process and dynamics of building value must be
understood and acted upon accordingly. Not every
company will make it. There is a natural fall-out in the
growth process due to false market assumptions,
technology changes and miscalculations. Such fall-
out may occur due to human mistakes and misman-
agement. An idea alone does not make a viable busi-
ness, and a technology is not a market. The process
of investment due-diligence and close monitoring is
key. We are committed to consequently apply these
guidelines. Our approach is entirely entrepreneurial. 

Below key points of entrepreneurship and suc-
cessful investing:
– True entrepreneurship is built from within
– Intuition is important 
– Aspiration of money alone is not lasting
– Investments are made in people and expectations
– Most common obstacles are incompetence,

ignorance, arrogance and false assessment of
people

– 80% of new products and services are targeted
towards an overcrowded market

– Continuous cost control is essential
– Management and Board interests aligned with

shareholders interest is a must
– Critical questioning must be practiced by the

Board to management at all times
– Milestones and results must be reviewed

periodically
– Management changes must be done if necessary

without delay

Long-term Investment Perspective

An important distinguishing element is our long-
term investment perspective. New Venturetec only
makes investments where we believe that we can
help the entrepreneur build a market leader over a
five to ten year investment horizon. We invest with 
a view towards maintaining our equity positions for a
significant period of time following an initial public
offering. In addition, we remain active board mem-
bers for many years after a company is public. 

We are not structured to focus on short-term
liquidity. New Venturetec’s structure as an investment
company permits us to pursue long-term investment
strategies in building value and realizing returns. Our
investments and economic incentives are structured
with a long-term view and our assistance to manage-
ment is always provided with long-term corporate
objectives in mind. This long-term commitment pro-
vides the foundation for success and plays a key role
in our ability to build lasting relationship with man-
agement and shareholders.

Investment Approach
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Applied Rules

Geographic Area
Predominantly United States, in exceptional cases
Western Europe.

Industry Sector
Biotechnology, Communications, Technology and
Internet.

Life-cycle of Companies
May range from start-up progressing through all
stages of development.

Securities
May range from all kinds of equity such as common
and preferred stock to equity-linked, secured and
unsecured debentures, warrants, options or units
consisting of one or more type of securities.

Investment Percentage
The maximum of any one investment will not exceed
one third (33.3%) on a cost basis of the total share-
holders’ equity.

Hedging
The Company will not engage in hedging any cur-
rency fluctuations.

Change in Investment Policy
A change in the investment policy requires the unan-
imous consent of the Board of Directors. Shareholder
approval will not be necessary. 

Risk Control
Successful business development requires active
monitoring and significant participation as well as
influence on major business decisions of portfolio
companies. Board representation, together with a
close working relationship with operating manage-
ment should enable the Investment Manager to
advise and provide management assistance with
respect to capital structure, budgets, profit goals,
business strategy, financing requirements, manage-
ment changes and development of a public market
for the securities of privately-held portfolio compa-
nies. The close tracking of internal financial state-
ments, progress reports, and an active working 
relationship with management are essential for 
effective risk control and monitoring.
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Disclaimer

Under the safe harbor provisions of the Private Secu-
rities Litigation Reform Act of 1995, companies listed
below caution investors that any forward-looking
statements or projections made by the Company,
including those that may be made in this report, are
based on management’s expectations at the time
they are made, and are subject to risks and uncer-
tainties that may cause actual results to differ mate-
rially from those projected. Specifically, discussions of
possible future growth and development in revenue
and customers are forward looking in nature, and
actual results could differ materially from current
expectations. Each of the below listed companies’
future results may be impacted by factors such as
technological changes, market acceptance of the
company’s services, ability to grow its customer base,
and competitive market pressures, among other
things. Each of the below listed companies’ future
results are also subject to other risk factors, including
those detailed from time to time in the Company’s
reports. Despite making these forward-looking state-
ments, companies undertake no obligation or inten-
tion to update these statements after the date of this
report.

Portfolio
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Company Profile
Osiris Therapeutics is a clinical stage biotechnology
company founded to commercialize stem cell prod-
ucts from a readily available and non-controversial
source – adult bone marrow. These stem cells have
the ability to repair different types of tissue and offer
a very real opportunity to develop revolutionary new
treatments for certain disease processes including
immune disorders, heart attacks, and arthritis. Due to
Osiris’ early commitment to adult stem cell thera-
peutics, the Company has developed an extensive
patent portfolio to protect this technology worldwide.
Osiris has 40 US and 69 foreign patents that cover all
of the important aspects of the business. The Com-
pany has three products entering clinical trials. The
lead product, a treatment for GVHD, has successfully
completed phase I and is entering phase II.

Market
The primary value driver for the Company is time to
market. If Osiris can be the first to successfully com-
mercialize a stem cell product it will realize a signifi-
cant “first mover” advantage and will establish itself
as the definitive leader in cellular therapeutics. The
market for the initial indication of Prochymal™
(GVHD), is relatively small at USD 300 million. It was
selected because it offers a fast route to market and
rapid adoption due to the lack of effective alternatives.
Prochymal™ is expected to launch in late 2007. Once
on the market, the Company intends to use GVHD as
a gateway indication to other, more prevalent immune
disease that share a similar root cause such as Crohn’s
disease and rheumatoid arthritis. Osiris has two other
products in development. Provacel™ is for the treat-
ment of acute myocardial infarction and represents a
USD 3–4 billion market opportunity. Chondrogen™
is for the regeneration of tissue in the knee disease and
treatment of arthritis, a billion dollar market.

New Venturetec cost USD 15.8 million

% of total investments 20.1%

Valuation as of Sept. 30, 2004 USD 23.9 million

New Venturetec holding of Osiris Therapeutics 15.0%

Osiris Therapeutics 
www.osiristx.com

Development
Osiris has made progress on several fronts over the
past 12 months. The Company entered into a strate-
gic alliance with JCR Pharmaceutical Corporation for
the commercialization of Prochymal™ in Japan. Osiris
received an upfront license fee and will receive addi-
tional fees as milestones are met. Osiris will also
receive royalties from the sale of the product. This
partnership provides a unique inroad to the third
largest pharmaceutical market in the world. On the
regulatory front, Osiris completed its Phase I study for
Prochymal™, successfully meeting all safety end-
points and was given permission by FDA to advance
into Phase II. FDA also granted permission for Osiris
to enter a Phase I trial with Provacel™. The Company
has a new management team with C. Randal Mills
acting as President and CEO. 

Outlook 
Osiris has a highly focused plan to be the first com-
pany to successfully commercialize a stem cell prod-
uct. The key over the next 12 months is execution.
Prochymal™ will be entering Phase II in the first quar-
ter of 2005 and is expected to be complete by year
end. Keeping this product on schedule is essential to
the success of Osiris. Osiris will also be entering the
clinic with Provacel™ in 2005. Osiris is currently in
discussions with two major orthopedic companies for
the development and commercialization of Chondro-
gen™. Selecting the right strategic partner for this
product is necessary for further development.
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Company Profile
Inflabloc Pharmaceuticals is engaged in the research and
development of pharmaceutical treatments for inflamma-
tory disorders. Inflabloc’s current product development is
based on its discoveries of strong anti-inflammatory prop-
erties of dehydroepiandrosterone (DHEA), a steroid that is
produced in the adrenal gland. The Company’s lead prod-
uct line is a proprietary DHEA combination treatment. The
Company has 4 products in development. IP-1001 is
slated to enter Phase 2 clinical trials in Crohn’s disease later
this year. IP-1002 has completed Phase 1. IP-1003 recently
established proof-of-concept in an inflammatory bowel
disease (IBD) animal model, while IP-1004 has just entered
proof-of-concept testing in a C-reactive protein (CRP)
mouse model. 

Inflabloc successfully completed a USD 3 million series
B venture financing in August 2004. The funding round
was co-led by Friedli Corporate Finance and vSpring Capi-
tal.

Market
Crohn’s disease, an inflammatory disease of the gastroin-
testinal tract, afflicts between 700,000 and 1 million Amer-
icans and is characterized by chronic, recurring and painful
symptoms. The accepted treatment for Crohn’s is the
administration of corticosteroids, immunosuppressants
and biologics, all of which produce serious unwanted side-
effects. Inflabloc is developing a product to meet the clear
unmet medical need for safe, well-tolerated and effective
oral Crohn’s disease therapies. The estimated worldwide
market for Crohn’s disease is over USD 2 billion and grow-
ing steadily.

New Venturetec cost USD 8.3 million

% of total investments 7.8%

Valuation as of Sept. 30, 2004 USD 9.3 million

New Venturetec holding of Inflabloc 18.0%

Inflabloc Pharmaceuticals
(formerly Pharmadigm)

www.inflabloc.com

Development
Pre-clinical 13-week toxicology studies in two species
were completed as well as metabolism drug-drug
interaction studies. Clinical Phase 1 studies were com-
pleted evaluating the bioavailability, dose propor-
tionality, and multiple dose pharmacokinetics of IP-
1001. Single dose pharmacokinetics of IP-1001 in
Crohn’s disease patients were also established. A
Phase 2 dose-response study of IP-1001 for the treat-
ment of Crohn’s disease was designed and is sched-
uled to begin patient enrollment later this year. To
support this study a new batch of IP-1001 (30mg
DHEA) was manufactured and quality control testing
was completed.

Two proof-of-concept TNBS inflammatory bowel
disease animal model studies were conducted with IP-
1003, both of which confirmed the effect of IP-1003
to reduce TNF-alpha production and to reduce
colonic lesions. 

Outlook 
Inflabloc will submit to FDA reports for completed
pre-clinical and clinical studies and updated manu-
facturing information prior to treating patients in
Phase 2. Inflabloc will conduct a Phase 2 dose-
response trial in approximately 60 Crohn’s disease
patients, with preliminary results available in the sec-
ond half of 2005. Clinical development planning and
preparation for Phase 3 trials in Crohn’s disease will
be initiated. An end of Phase 2 meeting with FDA will
be scheduled. CRP mouse model studies with IP-
1004 will be conducted.



Company Profile
Basilea Pharmaceutica is a fully integrated research
and development Company with focus on the dis-
covery and development of novel drugs for treatment
of infectious and dermatological diseases, areas which
address both significant unmet medical needs and
growth potential. Discovery at the Company con-
centrates on new therapeutics for the infectious dis-
ease market designed to overcome the problem of
microbial drug resistance.

Basilea was founded in October 2000 as a spin-
off from F. Hoffmann-La Roche Ltd (“Roche”). The
Company currently has three compounds in clinical
development: BAL5788, the first of a new class of
anti-MRSA cephalosporins, BAL8557, a water-solu-
ble azole antifungal with potential for improved
safety, and BAL4079, which has the potential to
become the first approved treatment for refractory
chronic hand dermatitis. The Company currently has
four late-stage research programs and a number of
earlier-stage projects.

Market
Basilea is concentrating on the anti-bacterial, anti-
fungal and dermatological markets, which all have
strong unmet medical needs and growth potential.
Increasing resistance of major bacterial pathogens to
current antibiotic therapies has led to significant med-
ical problems and new and growing health-care
needs. Many of the established therapeutics are inef-
fective against resistant pathogens and there are few
new drugs on the horizon to exploit this opportunity
in the near term. 

BAL8557 will compete in the systemic antifungal
market. Fungal infections are a major threat to
immuno-compromised and critically ill patients. Mor-
tality rates with neutropenic patients can be as high
as 95% for invasive aspergillosis and up to 30% for
systemic candidiasis. The estimated current market
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for systemic anti-fungals accounts for USD 4 billion in
sales and is predicted to grow.

Dermatoses are extremely frequent conditions.
The current global dermatological prescription market
is estimated at USD 13 billion in sales. While most
dermatoses are not life threatening, they are chronic
and visible: thus, they create a considerable burden of
illness and decreased quality-of-life for the patients.
Currently, there is limited effective treatment available
for a large number of dermatological conditions
including chronic hand dermatitis.

Development
The Company on the 25th March 2004 announced
the start of trading of its registered shares on the SWX
Swiss Exchange in connection with its offering of 2.1
million registered shares which raised CHF 206 million
in gross proceeds.
– BAL5788: Results were positive with all 35 clini-

cally evaluable patients being clinically cured and
with no clinical failures. Side effect profile was as
expected from preclinical studies, previous volun-
teer trials and the compound class. The Company
plans to enter phase III trials in the second half of
2004.

– BAL4079: The oral retinoid completed a random-
ized phase II dose finding trial that showed clear
activity of BAL4079 compared to placebo. The
Company plans to enter phase III trials in the sec-
ond half of 2004. 

– BAL8557: The water-soluble broad-spectrum anti-
fungal agent has completed single and multiple
dose, IV and oral phase I trials with the pharma-
cokinetic (PK) profile as expected allowing once
daily or potentially even once weekly dosing. No
serious side effects were seen. The Company
plans to enter phase II trials in the second half of
2004.

Outlook 
Basilea plans to commence phase III program of its
anti-biotic and anti-fungal program and commence
phase II program for its dermatosis product. The
Company targets to declare a new clinical candidate
in the coming 12 months.

New Venturetec cost USD 15.9 million

% of total investments 17.3%

Valuation as of Sept. 30, 2004 USD 20.6 million

New Venturetec holding of Basilea 5.6%

Basilea Pharmaceutica
www.basilea.com



Development
The Company’s technical and business outlook is
encouraging. In the past 12 months, the Company
has initiated development of four major product lines
and advanced several revenue generation opportuni-
ties. The product lines include: PRLX2113, a
patentable chemical identified from a screen based on
a novel target relevant to colon cancer; Erastin, a
compound shown to differentially kill cancer cells via
a novel and promising mechanism; Beta catenin inhi-
bition-related series of compounds for colon cancer;
and 4)HSP20 inhibition-related compounds for
asthma. All of these projects are ready for animal
model testing. The revenue generation opportunities
include: A partnership with a major pharmaceutical
company, in which Prolexys is negotiating a second
and third project within the partnership; Database
sale discussions with numerous large research com-
panies, with revenues expected in 4Q2004.

Outlook 
To build on the accomplishments of the past year, the
key goals are: advance three series of compounds
through animal testing and into pre-clinical develop-
ment; develop three new early-stage opportunities;
realize revenues from sale of the Company’s propri-
etary proteomics database; and establish a revenue-
generating partnership. The key to success is to be
able to rapidly develop the Company’s programs to
the point that substantial value can be achieved
through partnership and/or out-licensing. This will
allow financing of those programs that the Company
will keep in-house, and facilitate continued growth. 

Portfolio
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Company Profile
Prolexys Pharmaceuticals is a biotechnology company
focused on discovering novel pharmaceuticals for
human use. The Company uses a technology called
proteomics, in which an understanding of protein
interactions enhances the drug discovery process.
Prolexys employs a novel and proprietary set of pro-
teomic technologies that give the Company a partic-
ular advantage in target identification, an early step
in the drug discovery process. The Company has uti-
lized these technologies to discover several series of
novel chemicals with promise for treating certain
types of cancer and cardiovascular disease. In addi-
tion, the Company has created a large proteomic
database that is being marketed to larger pharma-
ceutical research organizations.

Market
The Company’s areas of primary focus are cancer
(with particular emphasis on colon cancer) and
asthma. Successful drugs in these areas, because of
the large numbers of sufferers and the large unmet
medical need. The Company has exploited novel and
high potential targets to yield patentable chemicals
ready for testing in animal disease models. These
leads are about 24 months away from the first dose
in humans. While there are many companies inter-
ested in these areas, Prolexys’ targets are unique and
give the Company a competitive advantage. The
partnering value of these projects jumps significantly
as clinical trials start, and especially as positive data is
obtained in Phase 2 trials. The Company plans to
license-out some of these programs at the appropri-
ate stage of development while keeping some proj-
ects in-house to develop to higher value.

New Venturetec cost USD 10.0 million

% of total investments 4.2%

Valuation as of Sept. 30, 2004 USD 5.0 million

New Venturetec holding of Prolexys 4.0%

Prolexys Pharmaceuticals
www.prolexys.com 



Company Profile
CambridgeMed is a health-care technology firm focu-
sed on the wound-care market. Founded in 2002, the
Company has an exclusive (US & Europe) license to
certain proprietary technology from Medigenes (a
private Korean biotechnology and diagnostics com-
pany) that had shown preliminary, but very encour-
aging clinical data when used to treat approximately
100 patients presenting with a broad spectrum of
wounds, that included pressure and diabetic ulcers
and open, chemical, radiation and burn wounds.
CambridgeMed’s lead candidate has been under
development for 15 months and is expected to
receive a 510k (medical device) approval by the FDA
in the first quarter of 2005.

Market
The wound healing market consists of numerous
products, segments and fragments. CambridgeMED’s
first product will be a wound dressing and, as such is
classified as a medical device. By using its proprietary
biological incorporated into a bandage, the Company
gains a speedier, less expensive, and lower risk entry
to the market. Alternatively, the cost of developing a
new biological is between USD 25 and USD 100 mil-
lion, takes 5–7 years of clinical trials, and is fraught
with performance risk. The Company’s product will
address a market that is estimated to be several hun-
dred million dollars and is under pricing pressure. Fol-
lowing FDA approval, the strategy is to conduct sev-
eral inexpensive clinical studies to demonstrate
superior efficacy to existing products; by doing so,
additional product claim language may be added to
the label, which will increase potential market share
and pricing. Once these trials are underway, the Com-
pany will seek a strategic partner to maximize market
penetration, product extensions, and investor return.
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Development
The Company has to answer certain questions from
the regulatory authorities before it will receive 510k
approval. Unfortunately, the unexpected death of the
Company’s Founder, CEO and Chief Scientist, Dr.
Duke Lee, this past summer resulted in several
months of delays in responding to the letter. 

Outlook 
LSNE (Manchester, NH) is a certified Contract Man-
ufacturing Organization who has been hired to pro-
vide cGMP manufacturing lots of the product to meet
requirements of the FDA approval and, ultimately, to
enable the Company to sell approved product. The
Company has developed manufacturing protocols
and QA documentation to permit LSNE to build a test
(pilot) lot of the product. In addition, testing of these
materials for viral clearance, purity and stability will
also be performed with cGMP materials to come out
of LSNE. The aggregate of this should permit the FDA
to respond back to the Company early in the first
quarter of 2005. 

New Venturetec Cost USD 1.0 million

% of total Investments 1.3%

Valuation as of Sept. 30, 2004 USD 1.6 million

New Venturetec holding of CambridgeMed 7.0%

CambridgeMed



Recently launched services within the Corporate
Office Solutions group, such as flexible ISDN products
with 8, 20 and 30 channels and ISDNFlex (i.e. busi-
ness voice over IP solution), sold well during the sec-
ond quarter of 2004. An increasing number of Prior-
ity Telecom’s services were made available over
alternative types of access connections such as fibre,
DSL, coax and wireless technologies, extending the
availability and affordability of this class of business
telecommunications services. Call volumes grew by
22% between the first quarter and second quarter of
2004 within the Customer Contact Solutions group of
services (i.e. 0800/0900 number services). Other
voice related services grew strongly during the second
quarter of 2004 including Priority Telecom’s voice
over IP wholesale solution, which enables ISPs, cable
and DSL operators to launch voice services under
their own brand names.

Outlook 
Priority Telecom has started two new growth initia-
tives that leverage its network investments and the
investments in the advanced product portfolio. The
Company started to build out DSL infrastructure in
Utrecht and The Hague with the newest equipment
in order to expand the network and to be able to offer
its product portfolio over DSL. In addition, the Com-
pany enhanced its VoIP offering to a complete solu-
tions based product targeting cable companies and
other operators that address the residential voice
market. The Company’s strategy of focussing on
investments in next generation products and tech-
nologies has proven to be a successful strategy ensur-
ing future top-line growth. Priority Telecom has
become one of the leading voice over IP wholesale
providers with over 12,000 customer connections in
the Netherlands and signed several new VoIP
engagements in our other properties. The Company
is currently expanding this service to international
voice operators that lack infrastructure. A DSL infra-
structure rollout was also commenced in selected
cities in the Netherlands to address the business-to-
business and wholesale market.

Portfolio

16

Communications

New Venturetec

Company Profile
Priority Telecom, based in Amsterdam, is a facilities-
based business telecommunications provider focusing
primarily on its core metropolitan markets in the
Netherlands, Austria and Norway. Priority Telecom
provides high-speed Internet access, private data net-
works, customized network services and voice to over
9,500 business customers. Targeted mainly towards
medium and large business customers and metropol-
itan/national telecommunications providers, Priority
Telecom capitalizes on its dense metropolitan fiber
network and experienced direct local sales force. Pri-
ority Telecom is a publicly traded company on
Euronext Amsterdam under the symbol “PRIOR”.
News and information are available on www.priori-
tytelecom.com.

Market
Per June 30, 2004 Priority Telecom creates 70% of its
revenues in the Netherlands, 17% in Norway and
13% in Austria. In all markets, Priority Telecom com-
petes against a dominant player like KPN, who holds
more then 90% of the total market. Two third of Pri-
ority Telecom’s business is direct sales to corporate
and public customers. Sales to carriers have been
reduced from 28% to 23%. For the first time, Prior-
ity Telecom generated return from the Voice over IP
business.

Development
Several large IP-VPN and Ethernet contracts were
signed in the Netherlands during the second quarter
of 2004 within the Network Solutions group of serv-
ices. Customer references included Reesink Retail, a
large trading company in the Netherlands that signed
a NetConnect VPN contract. The Ethernet network
supporting these types of services was extended to
include the metropolitan areas of Rotterdam, Hel-
mond, Arnhem, Apeldoorn, Nijmegen, Utrecht,
Zevenaar and Almere within the Netherlands.

New Venturetec cost USD 17.3 million

% of total investments 1.3%

Valuation as of Sept. 30, 2004 USD 1.6 million

New Venturetec holding of Priority Telecom 1.2%

Priority Telecom
www.prioritytelecom.com 



Company Profile
mPortal is a provider of mobile data solutions to Com-
munication Service Providers. mPortal’s data services
platform (Springboard) enables Service Providers,
such as Mobile Network Operators (MNOs), Mobile
Virtual Network Operators (MVNOs), Content
Providers and Enterprises to introduce personalized,
revenue-generating data services both rapidly and
effortlessly. mPortal has extensive experience in inte-
grating its platform with a service provider’s network,
billing, and customer care systems. mPortal’s solution
has a variety of deployment models, including a prod-
uct-licensed model and a managed services model.

Market
The wireless service provider market is evolving from
pure voice providers to content-focused data service
providers. Traditional service providers (MNOs), such
as Orange, Swiss Telecom, NTT DoCoMo, and Veri-
zon Wireless, are competing or partnering with new,
content-focused service providers (MVNOs), such as
Virgin Mobile, Disney Mobile, Club Nokia, and ESPN.
In both cases, service providers are moving away
from a simple voice charge based on minutes of usage
to more complex revenue sharing and charging
mechanisms for data services. This change has cre-
ated opportunities for new players to attack the wire-
less marketplace with new business models. MNOs
need a strong content partner to offer differentiated
data services to their wireless customers. MVNOs
need a strong wireless partner to bring their content
to their customers. These data services are differen-
tiators and increase service providers’ ARPU, maxi-
mize their ROI, and increase their customer loyalty.
mPortal is part of a small number of Mobile Virtual
Network Enablers (MVNEs), including Visage Mobile,
Inphonic, End To End, and QPass, uniquely positioned
to take advantage of these emerging opportunities.
mPortal’s managed services environment enables tra-
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ditional and content-focused service providers to
launch differentiated services right away.

Development
In the past twelve months, mPortal has shifted its
business focus from a purely licensed model for its
data service platform to a managed service model.
This managed services model is a turnkey solution:
Service Providers can take advantage of differentiated
data services without the time-to-market constraints
and the capital expenditures of a fully licensed data
services platform. 

mPortal has focused on building the business rela-
tionships with network providers, such as Reliance
Infocomm, Nextel, and ALLTEL. mPortal has also
established partnerships with billing providers, such as
CSG Systems, to provide customized billing capabili-
ties for each individual service provider. In recent
months, mPortal has launched managed services
solutions for Nextel, ALLTEL, and ESPN, and is in the
process of engaging several high-profile, global con-
tent providers who are in the process of launching
MVNOs.

Outlook 
The sales pipeline for mPortal now includes several
content and media players who are looking to
become mobile Service Providers using mPortal’s data
services offerings. In the next twelve months, mPor-
tal will work to close these deals, establishing itself as
one of the premier providers of data services in the
US. Also, mPortal will aggressively pursue new serv-
ice providers which are looking to launch data serv-
ices in the next few months. mPortal will continue to
expand upon its managed services business for
launching data services, as it solidifies partnerships
with existing network, billing, and CRM providers.
mPortal faces several challenges in growing its data
services business. While the emerging MVNO market
shows a lot of promise, slow adoption of wireless data
amongst businesses and consumers could continue
through next year. 

New Venturetec cost USD 6.9 million

% of total investments 9.72%

Valuation as of Sept. 30, 2004 USD 11.6 million

New Venturetec holding of mPortal 30.0%

mPortal
www.mportal.com 



Development
VantageMed built a strong pipeline with increasing
order activity and grew its backlog for the Company’s
core product, Ridgemark, as the product continues to
receive favorable response from customers. In Sep-
tember 2003, the Company released its Therapist
Helper 6.2 product. This is an enhanced version of the
Company’s market leading behavioral health offering
that includes expanded EDI capabilities using the
Company’s SecureConnect product. VantageMed
has seen revenue growth during 2004 for its Ridge-
Mark product line. As a result, the Company has
achieved breakeven earnings and cash flow during its
Q2 2004.

Outlook 
The Company continues to push ahead on the sales
front. The Company is actively recruiting new sales-
people with proven success in the healthcare infor-
mation systems market with a focus on accelerated
sales efforts of our existing products and the intro-
duction of new EDI services. 

Portfolio
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Company Profile
VantageMed is a provider of healthcare software sys-
tems and services. VantageMed serves over 50,000
providers across the United States in more than
12,000 customer sites with its practice management
and clinical solutions. Its suite of software products
and services automates administrative, financial, clin-
ical and management functions for physicians, den-
tists, and other healthcare providers and provider
organizations.

Market
The market for healthcare information systems is
crowded with many competitors. The focus is to tar-
get specific niches including small to medium sized
general practice offices as well as specialty care
providers including behavioral health providers and
anesthesiologists. The Company has nearly 1,500
customers using its other legacy systems and there is
substantial opportunity to migrate these customers to
the Company’s new Windows-based products. The
Company is also focusing on new opportunities to
provide electronic data interface (EDI) solutions for its
customers through its SecureConnect clearinghouse
as they adopt new HIPAA regulations. EDI solutions
currently include electronic claims, payment remit-
tance and eligibility services. 

New Venturetec Cost USD 4.9 million

% of total Investments 0.5%

Valuation as of Sept. 30, 2004 USD 0.7 million

New Venturetec holding of VantageMed 8.0%

VantageMed
www.vantagemed.com 
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Company Profile
IPeria develops and markets ActivEdge software that
enables telecommunication carriers to attract new
subscribers and retain existing ones by providing sub-
scriber services such as voicemail, auto-attendant,
unified messaging, conferencing, and notification
services over the next generation VoIP telephone net-
work and the legacy switched telephone network.
ActivEdge is highly scalable, open-standards applica-
tions software that leverages the flexibility of the new
VoIP public telephone network to deliver compelling,
high value communications services. IPeria’s target
customers include innovative global carriers, next-
generation telcos, competitive local exchange carri-
ers, wireless service providers, cable operators and
international telcos. IPeria’s ActivEdge system has
been successfully deployed by numerous emerging
U.S. carriers and has been delivered to several
prospective customers who are currently using it in
laboratory testing and internal trials.

Market
The North American and worldwide markets for IP
based equipment and services continue to grow. Tier
1 carriers such as Verizon, BellSouth, AT&T, SBC,
Qwest, Telus, and cable providers such as Comcast,
Cox, and Cablevision are beginning their process of
rolling out residential broadband and hosted PBX
business applications based on voice over IP (VoIP).
Emerging Tier 2 and Tier 3 carriers are attempting to
beat the Tier 1 carriers to market with these services
to generate revenue and position themselves as
acquisition targets for the Tier 1 carriers. In many
cases these larger Tier 1 carriers are using some of the
Tier 2 and 3 carriers for their VoIP service rollout for
a fast time to market. SBC is using Level 3 communi-
cations and Verizon is using deltathree. A recent mar-
ket study that was published in June of 2004 by IDC
states that the business and residential voice over IP

telephone lines, offered by next generation telephone
companies, will grow from 1 million in 2004 to 32 mil-
lions in 2008. 

Development
Two of the most significant achievements of the last
six months has been an OEM agreement with
Sylantro Systems and the delivery of IPeria’s ActivS-
tart Package. IPeria’s ActivStart is a complete low cost
“turn-key” hardware and software solution which
shortens the sales cycle by many months and gives
service providers the ability to get service up and run-
ning in a matter of weeks with revenue generating
applications. Several ActivStart Packages have been
sold and deployed in service providers since its intro-
duction in March of 2004. IPeria has also completed
its contractual commitment on time and within
budget with Comverse and has won the Auto Atten-
dant business at SBC Communications. IPeria has
added 15 new service providers to its customer list in
2004.

Outlook 
The Outlook for IPeria is promising. The market for
IP enhanced services is beginning and will grow rap-
idly next year. This is based on the fact that more car-
riers are feeling pressure to put in IP based commu-
nications to compete effectively in the market. IPeria’s
IP based application server architecture fits in well
with landline, cable, and wireless service providers.
IPeria is positioned well to take its existing product
and architecture and add key components such as
audio conferencing and video capabilities for resi-
dential broadband and 3G wireless subscribers. IPeria
will continue to add Tier 2 and 3 service provider
accounts. Tier one carriers and wireless opportunities
will be targeted through our resale agreements with
Sonus and Sylantro and our partnerships.

New Venturetec cost USD 14.1 million

% of total investments 11.5%

Valuation as of Sept. 30, 2004 USD 13.6 million

New Venturetec holding of IPeria 35.0%

IPeria
www.iperia.com 



– Renewed, for a 3rd consecutive year, its contract
with Reckitt Benckiser, and expanded its rela-
tionship with Georgia-Pacific; added new clients
including GlaxoSmithKline, FujiFilm, and Novartis.

– ConsumerReview was recommended in the Wall
Street Journal as one of the sites where shoppers
rate items; MTBR.com, one of ConsumerReview’s
sites, was featured in Mountain Biking magazine.

– Acquired substantially all of the assets of Col-
labrys, Inc., a provider of e-marketing technolo-
gies and services with clients in consumer prod-
ucts, healthcare and financial services industries.

– Conducted an internal independent investigation
ordered by the Board of Directors; the investiga-
tion concluded that all matters reviewed had no
material impact to the reported financial state-
ments or disclosures.

– The Company’s founder, Chairman & CEO, Kam-
ran Amjadi resigned (has been retained as a con-
sultant to the Company). The Board of Directors
appointed co-founder, President and COO, Dadi
Akhavan to position of CEO, appointed Sean
Deson as Chairman.

Outlook 
With more consumers using the Internet and as more
businesses place more marketing expenditures online,
E-centives has the opportunity to grow as well. In its
IDBM business line, the Company plans to continue
to grow its existing clients’ business and acquire new
clients. The ConsumerReview division also plans to
attract loyal consumers and increase number of
advertiser clients. Corporate acquisition opportunities
will continue to be pursued. Two of the primary chal-
lenges are long sales cycles in the IDBM business line
and organic web site traffic growth in the Consumer-
Review business. As with any other business, the
Company also faces challenges including execution,
competition, resources and timing, among others.

Disclaimer: This report contains forward looking statements by the
management of E-centives. Please also check page 10 and 38. 

Portfolio 
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Company Profile
E-centives is a leading provider of digital marketing
technologies and services that enable more efficient
and effective marketing. The Company’s interactive
database marketing (or “IDBM”) business provides
marketing and CRM technologies as a hosted ASP
model, optionally combined with expert services,
enabling clients to manage interactive relationships
with their customers. The Company’s ConsumerRe-
view division consists of a network of media sites that
provide user generated forums for product reviews
and buying advice covering a variety of categories,
including outdoor sporting goods and consumer elec-
tronics. E-centives, Inc. is traded on the Swiss
Exchange (SWX) under the symbol “ECEN”.

Market
As more and more consumers are using the Internet,
marketers are shifting more of their marketing budg-
ets online. In its IDBM business line, E-centives has
established relationships with global companies such
as GlaxoSmithKline, FujiFilm, Novartis, Reckitt
Benckiser, Georgia-Pacific and Gerber Products Com-
pany. The value drivers in this business line include
growth in the number of clients, increases in their
database sizes, and the level and types of technolo-
gies and services provided to them, among others.
The Company’s ConsumerReview division provides
interactive media services with solutions including
online advertising and e-commerce links to a variety
of clients. The value drivers in this business line
include the growth in site traffic, number of advertiser
clients, growth in e-commerce, among others.

Development
E-centives has continued to focus on expanding its list
of clients, reducing operating expenses, and further
building its products. The following are some high-
lights of activities over the last year:

New Venturetec cost USD 35.4 million

% of total investments 10.9%

Valuation as of Sept. 30, 2004 USD 12.9 million

New Venturetec holding of E-centives 20.0%

E-centives
www.ecentives.com 



Company Profile
WStore operates on the IT market in Europe. Its busi-
ness is to accompany vendors in their distribution
strategy to small and medium size businesses. It con-
ducts two activities:

– A distribution activity, under the brand Wstore,
wich sells personal computers, peripherals, soft-
ware and consumable products to small and
medium businesses through the Internet and Call
centers. It has operation in France and UK. 

– A software edition activity, under the name I-Com
Software, wich sells vertical web based applica-
tions (sell side, buy side, PRM..) and related serv-
ices to IT vendors and the IT channel.

The Company employs 135 people in total. It has
been formed in 1998, with headquarters in Paris,
France. It had revenue of EUR 75 million in 2003.

Market
In Europe, the total IT market – depending on coun-
tries – has slightly increased in volume but decreased
in turnover. Large vendors are re-engineering their
go-to-market strategies in order to get better return
on marketing spending and reduce distribution costs.
Small vendors are seeking for better access to the
market.

Distributors are reducing costs and adapting their
business model to vendor’s go-to-market strategies
rethinking the way they charge logistic services, mar-
keting services and credit to channel. SMB reseller are
reducing costs and refocusing on their core business.
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WStore believes that its technology, know how
and understanding of SMB business position the
Company well for year 2004 and beyond. Vendors
are investing into IT infrastructure to optimize infor-
mation flow within their channels and seeking for
new low cost channels. Small and medium sized busi-
nesses are seeking for price, reactivity and packaged
offerings.

Development
Over the last 12 months, the Company has grown
20% and has become profitable. 

Wstore France has reached break-even and
restored growth. Wstore UK has grown 30% and fur-
ther improved its profitability. I-Com software suc-
cessfully implemented the Xerox portal which is now
deployed in over 5 countries. On the corporate side,
Wstore has completed a capital increase of EUR 4 mil-
lion Euros in April 2004

Outlook 
The outlook of the Company is promising. WStore
targets an overall steady growth for the next 12
month. Several growth initiatives have been and will
be further implemented to reach this goal. 

New Venturetec cost USD 9.2 million

% of total investments 15.3%

Valuation as of Sept. 30, 2004 USD 18.2 million

New Venturetec holding of WStore 24.0%

WStore
www.wstore.com



Risk of Venture Capital Investments

The Company makes investments in a variety of
areas offering the opportunity of significant capital
gains, but which involve a high degree of business
and financial risk that can result in substantial losses.
Among these are the risks associated with invest-
ments in companies at an early stage of development
or with little or no operating history, companies
operating at a loss or with substantial variations in
operating results from period to period, and com-
panies with the need for additional capital to support
expansion or to achieve or maintain a competitive
position. For a more detailed discussion of the risks in
connection with venture capital investments please
refer to page 38.  

Determination of the Net Asset Value 

The Net Asset Value (NAV) per share is a figure
which is calculated on a regular, consistent basis to
approximately reflect the intrinsic value of one share
of the Company. The NAV is expected to serve as an
indicator for the price of the shares of the Company.
The NAV is calculated by the Investment Manager by
dividing the value of the net assets of the Company
(the value of its assets less its liabilities) by the total
number of shares outstanding.

The auditors will review the consistency of the
calculation methods used by the Investment Manager
to determine the NAV as of the Company’s annual
and semi-annual balance sheet dates. All other NAV
computations are not reviewed by the auditors.

The Investment Manager calculates the NAV of
every single investment on a regular basis (at least 
bi-weekly). The calculation takes into consideration
all assets and liabilities on a pro rata basis, accrued
estimated expenses and accrued estimated income
(e.g. interest on cash, if any) incurred by the
Company.

The NAV of New Venturetec’s investments is
calculated on the basis of the following principles and
guidelines:

a) Valuation of Public Companies

For the purpose of the NAV calculation of public com-
panies, the closing bid price on the reporting day as
reported by the exchange where the stock is quoted
and traded is used. This applies after the look-up
period.

b) Valuation of Private Companies

For the purpose of the NAV calculation of private
companies the following principles apply (see also
page 23): 

Most important valuation factors
– Performance-based terms & structures
– Price negotiation and action
– Experience and performance of management
– Existing tangible and intangible assets
– Technology validation
– Last paid price
– Financial forecasts
– Market potential, position within market
– Comparison to competitors

The original cost or the subsequent capital increase
price is considered an approximation of the fair value
at the time of the transaction.

Start-up capital: Technology assessment, negotia-
tions with management, industry comparables and
competitors’ bids are the main factors that affect the
valuation. NAV calculation at cost, less any write-off
deemed necessary if subsequent performance is be-
low business plan.

Capital increase: Re-evaluation of technology assess-
ment, negotiations with management, industry com-
parables and competitors’ bids, achievement of mile-
stones and business plan guidelines. NAV calculation
in principle based on the capital increase price, less
10% to 20% discount, if deemed necessary based on
the valuation factors listed below.

Write up: A write up is recognized when a significant
event occurs such as the issuing of a patent, corporate
partnering, increased profitability and achievement of
milestones.

Valuation of Investments
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Write down: A write down is recognized when a
significant event occurs such as a permanent impair-
ment of assets, performance significantly below the
business plan and a change in the valuation of com-
parable companies.

The decision of the Investment Manager to apply a
write up or a write down is limited insofar as the
auditors review the consistency of the methods used
by the Investment Manager on an annual and semi-
annual basis. Furthermore, it has to be taken into
consideration that private companies are not subject
to any external (third-party) valuation procedures,
and the intrinsic value may therefore be difficult to
assess.

The valuation of the private investments as shown
in the report is made by the Investment Manager
according to above guidelines. The valuation may
change from day to day depending on the Company’s
development and market circumstances. 

Description of Valuations

Public Companies

Public companies are valued at the closing bid
price each day. The reported valuation is based on the
closing price as of September 30, 2004. These invest-
ments are subject to general stock market conditions. 

Basilea Pharmaceutica is listed on SWX Swiss
Exchange, symbol BSLN.

Priority Telecom is traded on Euronext Amsterdam,
symbol PRIOR.

VantageMed is listed on OTC Bulletin Board,
symbol VMDC.

E-centives is listed on SWX Swiss Exchange,
symbol ECEN.

Private Companies

Valuations are based on the company’s status at
a given date.

– Increases in valuations are due to achievements of
milestones, capital increases or other significant
positive business developments. 

– Companies valued at cost have generally
achieved the expected milestones.

– Decreases in valuations are generally due to
financial market conditions, unfavorable capital
increases and the company generally being
behind plan.

Osiris Therapeutics’ valuation is a combination of
prices reported of different security classes. No valu-
ation change in respect to New Venturetec’s invest-
ment during the reported period.

Inflabloc Pharmaceuticals’ company valuation is
based on a recent capital increase. The performance
of the company supports the valuation.

Prolexys Pharmaceuticals’ valuation has been cut
by half. The early stage of the company and the dif-
ficult capital markets have let to the reevaluation,
which is not technology-related.

CambridgeMed is valued based on milestones
achieved and compared with peer group companies
at the same stage of product development.  

mPortal’s valuation is based on the latest capital
increase and achievement of milestones. Unchanged
for the reporting period.

IPeria company valuation is based on capital
increase and company performance. Unchanged for
the reporting period.

WStore has no change in valuation. The valuation
is in line with the operational performance as well as
comparables.
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Company Valuation change 1) Comments
in percentage during

reporting period
1.10.03 – 30.9.04

Private Companies
Osiris Therapeutics 0.00% Progress of the company has been offset by the declining capital market environment.

Through new investments Venturetec kept its holding at new valuations.

Inflabloc Pharmaceuticals –1.61% Although products are further along in the clinical trials and company is well funded
through 3rd party investments, valuation remains with a small negative change.

Prolexys Pharmaceuticals –50.00% Reduced valuation by half with no impact on the NAV due to its funding through a
loan. Reasons for reevaluation are early stage, difficult capital market and not tech-
nology related.

CambridgeMed 0.00% Unchanged. Still in the product approval process.

mPortal 0.00% Unchanged. According to plan.

IPeria 0.00% Unchanged. Gained good momentum with customers.

WStore 0.00% Unchanged. Good growth, in line with comparables. 

Public Companies
Basilea Pharmaceutica 22.56% Went public in March 04 and is well funded. Stock is traded on SWX Swiss Exchange, 

symbol BSLN.

Priority Telecom 0.73% Insignificant positive change, company according to plan. The company is listed on
Euronext Amsterdam, symbol PRIOR.

VantageMed 179.31% Recovering from a very low level. Stock is traded on the OTC Bulletin Board, symbol
VMDC.

E-centives –31.25% Decline on a low level. Stock is traded on SWX Swiss Exchange, symbol ECEN.

Investments in private companies have often certain rights such as performance based structures. 
These rights extinguish at the time of an initial public offering. 

1) Based on USD

Valuation of Investments
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Investment Performance Since IPO & Reporting Year 

New Venturetec

October 1, 2003 – September 30, 2004
in CHF 

IPO October 1997 – September 30, 2004
in CHF 

Stock Price (CHF)
Net Asset Value (CHF)
Nasdaq Index (CHF) (right hand scale)

Stock Price (CHF)
Net Asset Value (CHF)
Swiss Market Index (right hand scale)

Stock Price (CHF)
Net Asset Value (CHF)
Nasdaq Index (CHF) (right hand scale)

Stock Price (CHF)
Net Asset Value (CHF)
Swiss Market Index (right hand scale)
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Performance by Industry Cost and Value

Cost and Value (in million USD) from the date 
of investment through September 30, 2004

Costs
NAV

Performance by Industry in USD

Company Invested Unrealized Total est. % of total Return p.a.
capital gain/ loss value investments %

Biotechnology 51,041,189 9,378,724 60,419,913 50.41 4.12
Communication 24,120,000 –10,968,913 13,151,087 10.97 –11.38
Technology 19,021,612 –3,817,198 15,204,414 12.69 –6.60
Internet 44,557,470 –13,486,889 31,070,581 25.93 –8.42
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Performance by Company Cost and Value

Cost and Value (in million USD) from the date 
of investment through September 30, 2004

Performance by Company in USD

Company Invested Unrealized Total est. % of total Return p.a.
capital gain/ loss value investments %

Osiris Therapeutics 15,794,223 8,125,217 23,919,440 20.11 9.37
Inflabloc Pharmaceuticals 8,339,107 1,000,000 9,339,107 7.85 2.33
Basilea Pharmaceutica 15,907,859 4,691,007 20,598,866 17.32 6.67
Prolexys Pharmaceuticals 10,000,000 –5,000,000 5,000,000 4.20 –18.36
CambridgeMed 1,000,000 562,500 1,562,500 1.31 25.40
Priority Telecom 17,250,000 –15,676,413 1,573,587 1.32 –33.92
mPortal 6,870,000 4,707,500 11,577,500 9.73 16.16
VantageMed 4,905,000 –4,228,091 676,908 0.57 –28.73
IPeria 14,116,612 –485,785 13,630,827 11.46 –0.95
E-centives 35,400,000 –22,491,889 12,908,111 10.58 –27.47
Wstore 9,157,470 9,005,000 18,162,470 15.27 12.80

Costs
NAV
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Net Asset Value Performance 
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January 1, 1997 – September 30, 2004
in USD and CHF

IRR Net, p.a. based on
based on NAV market price

CHF USD CHF
Time Weighted Return net, p.a.
January 1997 –3.67% –1.80% –8.95%
Since IPO, Oct. 1997 –5.63% –3.58% –11.53%
Since capital increase February 1999 –10.18% –7.82% –16.83%

IRR net, p.a. CHF USD CHF
January 1997 –7.23% –4.71% –13.39%
Since IPO, Oct. 1997 –7.95% –5.32% –14.19%
Since capital increase February 1999 –10.16% –7.18% –16.82%

Net asset value total return net

Total return Total return
CHF 30.09.2004 USD 30.09.2004

January 1997 28.94 –25.14% 20.00 –13.14%
Since IPO, Oct. 1997 33.00 –34.35% 22.76 –23.67%
Since capital increase February 1999 39.80 –45.57% 27.54 –36.92%
Year to Date 20.74 4.46% 16.65 4.33%
NAV as per September 30, 2004 21.66 17.37
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Investments

October 1, 2003 – September 30, 2004

Through capital increase 

Company Amount Date

E-centives USD 1,000,000 04.04
IPeria USD 500,000 04.04
Inflabloc Pharmaceuticals USD 502,632 04.04
mPortal USD 500,000 05.04
E-centives USD 1,000,000 06.04
CambridgeMed USD 250,000 06.04
Osiris Therapeutics USD 1,000,000 06.04
IPeria USD 500,000 06.04
E-centives USD 1,000,000 07.04

Disinvestments

October 1, 2003 – September 30, 2004

There were no disinvestments during the reporting 
period

Profits and Losses on Disinvestments

January 1, 1997 – September 30, 2004

Realized Profit USD 14,014,943
Realized Loss USD 11,002,871
Net Realized Profit USD 3,012,072



Cost Table

The total amount of administrative expenses is
CHF 271,063. Administrative expenses are defined 
as general and administrative expenses, taxes and
bank charges. 

The management fee is 1.5% of the average Net
Asset Value per quarter and up to 0.5% for costs. The
Board of Directors and the Investment Manager
decided and agreed that no payment other then
running costs shall be authorized to a third party and
no claim shall be made without actually paying the
accrued management fee. The total amount of ex-
penses in relation to the average Net Asset Value for
the reporting period equals 1.69%. The actual runn-
ing expenses p.a. are estimated to be approximately
CHF 300,000.

There is no performance fee due as of September
30, 2004. A performance fee is only due on realized
profits with a hurdle rate of 15% p.a.

CHF

Total administrative expenses 271,063

Management fee accrued 1,563,459
Management fee paid 0
Board of Directors: Paid 7,500

Accrued 7,500

Total % of average Net Asset Value 2004 1.69%
Total % of average Net Asset Value 2003 1.83%

Costs
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Corporate Governance

The following information completes this Annual
Report with regard to Corporate Governance. New
Venturetec is listed on the SWX Swiss Exchange,
which requires certain disclosures on this subject.
Additional information is mentioned in other parts 
of the report or on our webside www.newventure-
tec.com. 

The Board of Directors of New Venturetec, which
consists of three members including the Investment
Manager, discusses periodically the investment hold-
ings as well as general business issues relating to its
shareholders and investment outlook. Concerning
any business issue between the Investment Manager
and New Venturetec, the Investment Manager
abstains from voting. New Venturetec always has the
opportunity to invest at the same terms the Invest-
ment Manager proposes and may conclude. The
Investment Manager does not make any investment
without presenting it to New Venturetec.

Group Structure and Shareholders

The group New Venturetec comprises of New
Venturetec AG and its wholly owned subsidiary 
Venturetec, Inc.

New Venturetec
New Venturetec AG is a holding company established
1997 under Swiss law, domiciled in Zurich. The pur-
pose of the Company is to make direct and indirect
investments in Swiss and foreign companies, espe-
cially in high risk venture capital companies in the
industries of Biotechnology, Communications, Tech-
nology and Internet. New Venturetec is listed on the
SWX Swiss Exchange (NEV). As of September 30,
2004 the Company had a market capitalization of
CHF 70,000,000.

Venturetec
Venturetec, Inc. is a fully owned subsidiary of New
Venturetec, domiciled in Tortola, British Virgin Islands,
incorporated on September 11, 1996 with a share
capital of USD 20 million. Venturetec is performing
the investment management activities of New Ven-
turetec. Venturetec has delegated some advisory
services to Friedli Corporate Finance, Inc., Belize.

Friedli Corporate Finance 
Friedli Corporate Finance, Inc., Belize is providing
management and advisory services to Venturetec,  on
a contractual basis.

Significant Shareholders
As of September 30, 2004 the following share-

holders hold 5% or more of the total outstanding
shares as reported to New Venturetec:

Bâloise-Holding, Basel 7.00%
Beamtenversicherungskasse 
des Kantons Zürich 6.40%
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Portfolio Companies

SHAREHOLDERS
NEV/SWX

NEW VENTURETEC AG

FRIEDLI CORPORATE
FINANCE, INC.

Investment

Management

Agreement

VENTURETEC, INC.



Cross-shareholdings
The Board of Directors is not aware of any cross-

shareholdings that exceed 5% of the capital share-
holdings or voting rights on both sides. 

Capital Structure

The Paid-in Capital is CHF 62,500,000 consisting
of 5,000,000 Bearer shares with a par value of CHF
12.50 each. The shares are fully paid in. There is no
authorized or conditional capital outstanding. There
was no change in the capital structure for the last
three years. 

No warrants, options, or convertible securities are
outstanding. The outstanding loans are described in
a separate paragraph. 

Shares
Each share entitles the holder to one vote at the gen-
eral assembly of the Company. There are no shares
which carries preferential rights. Shareholders are
entitled to the rights as set forth in the Swiss Code of
Obligation.

Opting-up clause
According to Art. 6 of the Articles of Association of
the Company, the threshold of the voting rights that
triggers the obligation to make an offer for all listed
equity securities of the Company listed on the stock
exchange is 49%.

Treasury Stocks
The Company does not own any of its shares.

Board of Directors

Peter Friedli, President, Swiss
Peter Friedli has been a principal of the investment
banking firm Friedli Corporate Finance since 1986.
Mr. Friedli has over 19 years of entrepreneurial expe-
rience as an independent investment manager in ven-
ture capital and has specialized in high-tech invest-
ments predominantly domiciled in the United States
in the areas of biotechnology, communications, tech-
nology and internet. He has held interests in more

than 165 venture companies ranging from start-up to
pre-IPO. Peter Friedli possesses an active involvement
in the management of a number of those companies
and also serves on the board of them. Prior thereto,
he worked in the filed of international management
consulting for service and industrial companies in
Europe and the United States.

Mr. Friedli is the sole shareholder and director of
Friedli Corporate Finance.

Peter Friedli is a director of the following port-
folio companies: Osiris Therapeutics, Inc., Inflabloc
Pharmaceuticals, Inc., Basilea Pharmaceutica AG, 
Prolexys Pharmaceuticals, Inc., CambridgeMed, Inc.,
mPortal, Inc., VantageMed Corp, Iperia, Inc., E-centives,
Inc., WStore Europe S.A.

Beat Wittmann, Vice President, Swiss
Beat Wittmann joined Clariden Bank in 1995 and is
Member of the Executive Board of Management. He
is responsible for the Investment Strategy and the
Financial Products Business, which includes the
development, management and distribution of a
diversified range of fixed income, equity and alterna-
tive products. 

Prior to joining Clariden Bank, Beat Wittmann was
with UBS Asset Management for ten years. His initial
tasks included investment research, fund manage-
ment and product development. In the following
business functions he set up UBS Asset Management
in Luxembourg before being responsible for the insti-
tutional European equity business in Zurich. He grad-
uated in economics from Basle University in 1985 (Lic.
rer. pol.).

Mr. Wittmann is no, and has never been Member
of the Management of New Venturetec.

Mr. Wittmann is Chairman of the Board of Aramus
AG, a Swiss privately held investment company, invest-
ing in the global financial industry.  

Corporate Information
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Andreas von Sprecher, Member and Secretary,
Swiss
Andreas von Sprecher is a founding partner at the law
firm Hüppi & von Sprecher. Prior to that Mr. von
Sprecher worked as an attorney of law. He is involved
in some entrepreneurial projects in the area of tourism
and viniculture. Mr. von Sprecher graduated in Law
at the University of Zurich and has been admitted to
the bar of the Canton of Zurich in 1989.

Mr. von Sprecher is no, and has never been mem-
ber of the management of New Venturetec

Mr. von Sprecher is Partner at Hüpp&von
Sprecher. He is a member of the Board of Directors et
al. of the Schweizerische Mobiliar Genossenschaft
and SHV Interholding AG.

The members of the Board of Directors are
elected for three years, the next election will be at the
General Meeting of Shareholders in 2006.

Portfolio Company Influence
Peter Friedli represents as board member various
investment companies and investors, including 
Venturetec, on the portfolio companies’ board. Ven-
turetec itself does not have management or strategic
influence.

Management

Under a separate Investment Management
Agreement, the Company appointed Friedli Corpo-
rate Finance, Inc., Belize, as Investment Manager with
specific responsibilities with regards to the selection,
purchase, sale, structure and disposal of the Group’s
investments. These tasks are carried out by Mr. Peter
Friedli who at the same time is the President of 
the Board of Directors of New Venturetec and 
Venturetec and is also a member of the Board of
Directors of certain investees. Mr. Friedli is the sole
shareholder and Director of Friedli Corporate Finance.

Change of Investment Management
In case of a change of control or termination of the
Investment Management Agreement with Friedli
Corporate Finance by the shareholders, all loans and
accrued management fees due to Friedli Corporate
Finance are due to be settled in cash or shares within
three business days from the date of termination.

Management Fees
According to the investment Management Agree-
ment, management fees payable to the Investment
Manager are calculated at 1.5% per annum on the
Group’s net asset value as estimated by the Invest-
ment Manager. Another 0.5% can be used for
investor relation services and other external costs
directly related to the investment management activ-
ities. Since March 31, 2001 no management fees
have been paid to the Investment Manager, but
rather accrued. 

In addition, the management agreement provides
for a performance fee equal to:
– 12% of the percentage points exceeding 15% of

the compounded annual return to investors cal-
culated on the basis of the net asset value, multi-
plied by the net amount of realized profit and loss;
or

– 12% of the net amount of realized profit and loss,
if the compounded annual return to investors is
20% or higher.

The performance fee is payable annually based on
the audited financial statements, if the conditions are
met, in the form of shares of the Company, cash, or
a combination thereof at the discretion of the Invest-
ment Manager. 94% of the performance fee is paid
to the Investment Manager and 6% to the members
of the Board of Directors (excluding Mr. Friedli). No
performance fee has been paid out since inception of
the Company.

The management fee including any fee accrued
since March 2001 will only be paid on realized values.
If any of the investments is sold below the reported
fair value, the management fee to be paid out will be
adjusted based on the realized amounts. 
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Compensations, shareholdings 
and loans

The remuneration of the Board of Directors for
the reporting period is as follows: CHF 7'500 in cash,
CHF 7,500 accrued. Mr. Friedli is not remunerated for
serving on the Board. 

Related Party Transactions
Peter Friedli: holding per September 30, 2004:
102,981 shares. No trading during the reporting
period.

Beat Wittmann: holding per September 30, 2004:
17,000 shares. No trading during the reporting
period.

Andreas von Sprecher: holding per September 30,
2004: 2,000 shares. Bought 1,000 shares during the
reporting period at CHF 18.00 per share.

Friedli Corporate Finance Inc. does not own and
never has owned any shares of the Company.

No transactions occurred between the directors,
former directors, the Investment Manager and New
Venturetec other than those described in this report.

Loans and accrued management fee
New Venturetec has borrowed from other investment
companies managed by the Investment Manager and
Peter Friedli certain amounts for the purpose of mak-
ing investments. The interest payable on the loans is
accrued. The payment of the accrued interest and the
redemption of the loans will be both through disin-
vestment proceeds. If no disinvestment proceeds are
available to repay the loan, the maturity of the loan
will be extended and interest is further accrued. As
shown in the table, each loan is secured with the
investments for which the loan proceeds were used.
Therefore there is no risk, liability or costs for New
Venturetec in connection with the loans. The loans
were and still are offered at the same terms to New
Venturetec shareholders.

Since the second quarter of 2001, the manage-
ment fee has not been paid out to the Investment
Manager but rather accrued. The management fee
for the fiscal year 2003/04 is CHF 1,563,459 and the
total management fees accrued as per September 30,
2004 are CHF 7,312,035. The accrued management
fee has the nature of an interest free loan to New
Venturetec as it carries no interest and is unsecured.
The accrued management fee will be paid through
disinvestment proceeds if and when they become
available.

Corporate Information
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Date Currency Principal Amount Interest Rate Maturity Date Secured with shares of
31.01.01 CHF 20,000,000 5.0% 30.06.05 Basilea Pharmaceutica
17.04.01 USD 10,000,000 6.5% 30.06.05 Prolexys Pharmaceuticals
27.02.02 USD 500,000 10% 30.06.05 CambridgeMed
15.04.02 CHF 2,000,000 5.0% 30.06.05 E-centives

Accrued management fees
3.01 – 9.04 CHF 7,312,035 Interest free open unsecured
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In October 2004, all loans payable to related par-
ties were prolonged to June 30, 2007. The parties also
agreed to the following additional terms:

– Prior to the distribution of any gains on disposal
of the underlying investment, all principal
amounts plus interest must be redeemed. 

– The management fee of 1.5% will be calculated
on the principal amount since the initial borrow-
ing date through the redemption before distrib-
uting any gains. 

– Performance fee on any profit realized through
the borrowed amount will be calculated as fol-
lows: 12% of all profit that exceeds 100% of the
initial borrowed amount of CHF 22,000,000 and
USD 10,500,000. Any performance fee shall be
calculated as part of the overall performance fee,
if any. 

Bank loans
Bank loans are described in note 5 to the con-

solidated financial statements page 49.

Highest total compensation
The highest total compensation received by a

member of the Board of Directors is CHF 15,000.

Auditors

KPMG Fides Peat AG, Zurich acts as independent
statutory and group auditors of the Company and has
been in this role since inception. Mr. Philipp Hallauer
has been the leading auditor on their behalf since
2002. The auditors are elected for a period of one
year by the general assembly. In the fiscal year 2003/
2004 KPMG Fides Peat billed CHF 36,550 for audit-
ing New Venturetec’s consolidated and unconsoli-
dated financial statements for the year ended Sep-
tember 30, 2004.

Risk Management

Most of the investees are in a development stage,
disclosing accumulated deficits and little or no rev-
enues. Their ability to continue as a going concern
may depend on additional funding. These invest-
ments offer the opportunity of significant capital
gains, but involve a high degree of business and
financial risks that can result in substantial losses,
including the risk of a total unrecoverability of an
investment. New Venturetec’s financial risk manage-
ment objectives and policy are to minimize dilution by
structuring the initial investment accordingly. Other
protective measures such as liquidation preferences
and involvement in the decision process are also part
of the Company’s policy. However, the operational
risk remains. Furthermore, the Company does not
hedge any foreign currencies or interest rate risk
exposure. 



Market Making

New Venturetec does not make a market in its
shares and does not own any of its shares and never
has. The Company has no agreement with any mar-
ket maker. There are no costs and no liability in con-
nection with any market making activities. Several
banks may act periodically as market makers on their
own behalf.

Reporting and Information

Investor Meetings
New Venturetec issues audited annual and unaudited
semi-annual consolidated financial statements pre-
pared according to International Financial Reporting
Standards (IFRS). The financial results are reported at
the Ordinary Annual Shareholder Meeting in Novem-
ber/December each year and at the Semi-Annual
Conference in May of each year. At both meetings,
New Venturetec invites selected portfolio companies
to present their company and business strategy.

Price Information
New Venturetec provides daily price information on
its webpage. Additionally prices can be retrieved
through electronic channels such as Telekurs (NEV),
Reuters (NEV.S) and Bloomberg (NWV SW Equity).

Webpage
New Venturetec’s webpage is www.newven-
turetec.com. The webpage contains comprehensive
information about New Venturetec’s investment
approach and strategy, latest news and detailed infor-
mation about the portfolio holdings, including the lat-
est Net Asset Value Report (NAV). Additionally,
investors may find information about the portfolio
companies, including a description of the business
activity and links to the webpages of the portfolio
companies.

Email
New Venturetec sends information, reports and
updates about its portfolio companies periodically to
shareholders by email.

Corporate Information
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Prices and Volume
2003/2004 2002/2003 2001/2002 2000/2001 1999/2000

High/Low Share price in CHF (SWX) 26.50/13.70 18.50/8.50 39.90/10.60 147.00/17.00 266.00/72.50

High/Low Net Asset Value in CHF 22.86/19.68 25.58/21.55 39.52/26.82 93.31/39.07 95.02/46.98

Closing share price (SWX)
at the end of the period in CHF 14.00 16.00 11.30 30.00 141.00

Net Asset Value in CHF
at the end of the period 21.66 22.13 24.91 39.53 91.82

Premium/Discount –35.36% –28.06% –54.64% 24.11% 53.56%

Average daily trading volume 4,384 3,454 2,217 4,679 13,847



Net Asset Value (NAV) and Market
Price – Premium/Discount

The most common valuation guideline for invest-
ment companies is the NAV. The NAV is not an
absolute value. It is an indicator based on guidelines. 

How such guidelines are applied is a different
story all together. It is the investment manager’s duty
and responsibility to use, apply and implement such
generally accepted guidelines in a professional, ethi-
cal and consistent manner. Only then does the NAV
represent a certain meaningful benchmark over time
that gives investors the information they need. By no
means does the NAV represent a “true” value.

The market price is the price paid by the market
participants. It is a market price determination by
demand and supply. There are times when supply is
higher than demand and vice versa. That simply
doesn’t correlate with the actual business perform-
ance of a company on a daily basis in any significant
way. The reasons why somebody may decide to buy

or sell is, in many cases, unrelated or only superficially
related to the business performance.

This small short term correlation between the
market price and the NAV results in a discount or a
premium which are defined as the difference between
the two prices. Since the IPO, New Venturetec had an
average premium of 13.31%, calculated on a monthly
basis.

New Venturetec offers a participation in a portfo-
lio of young companies, not a trading opportunity.
New Venturetec is the wrong vehicle for traders. It is
for investors who understand the true meaning of
investing, the very old fashioned and traditional way.

The capital market is not efficient in the short term
or on a daily basis. Long term the NAV and the mar-
ket price will converse. The assets are what they are,
so is the value. At times of redemption or dissolution
there is only one value. Investing in venture capital is
a long-term commitment.
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Risk of Venture Capital Investments

As briefly outlined earlier, New Venturetec offers the
opportunity for significant capital gains. In order for
the Company to be successful in investing in start-up
and emerging companies, it must identify potentially
profitable enterprises at an early stage in their devel-
opment, a process which is very difficult even for
people with considerable experience in the venture
capital field. Furthermore, the Company is competing
for investment opportunities with a number of other
venture capital firms. The Company may also invest
in businesses which are not start-up or emerging
companies, but which are for various reasons seeking
to raise additional capital without making a public
offering of securities. These reasons can include
adverse conditions in the public securities markets, or
a record of earnings and/or growth, which is less than
adequate for a successful public offering of securities.

Lack of Liquidity of Investments

Investments will usually consist of securities that are
subject to restrictions on resale, as they are acquired
from companies in private placement transactions.
Neither the Company, nor any investors, to whom the
Company distributes restricted securities, will be able
to sell such restricted securities to the public unless 
the sale is registered under applicable Federal and
State securities laws, or unless an exemption from
such registration is available. In connection with any
particular portfolio investment, the Company may
negotiate for rights to require registration under the
Act. No assurance can be given, however, that the
Company will be successful in such negotiations or
that registration will provide adequate means of
liquidating such investment.

Management, Technological Risks

The quality of the management of venture companies
included in the portfolio of the Company is crucial for
the success of the investments of the company.
Although the Investment Manager will use his ex-
pertise and experience in assessing the quality of the
management, the Company has to fully rely on the
management of the companies contained in the com-
pany’s investment portfolio.

Furthermore, no assurance can be given that the
management will be successful in handling the tech-
nological risks, which are inherent in projects of start-
up companies. Research might not lead to satisfactory
results and technological improvements or changes
by competitors might endanger the successful launch
of a product or service.

Currency Risks

The accounts of the Company’s subsidiary are main-
tained in US Dollars and the Net Asset Value per share
is also published in US Dollars. The Company’s invest-
ments are usually made in US Dollars. Any investment
in other currencies than the US Dollar might lead to
positive or negative impacts on the Company’s per-
formance in its annual financial statements, including
its income statement. The Company’s consolidated
financial statements are presented in Swiss francs.
The fluctuation of foreign currencies, including the US
Dollar, could substantially impact the Net Asset Value
per share.

Since the Company’s shares are listed in Swiss francs,
fluctuation in exchange rates between the Swiss franc
and the US Dollar could also materially impact the
price of the Company’s shares. Nevertheless, the
Company does not hedge against these currency
risks. 

Risks
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Legal standards regarding the scope of claims and the
validity of patents, e.g. in the biotechnology market,
are uncertain and evolving. There can be no assur-
ance that the underlying firms’ patents will provide
them with significant competitive advantages, or that
challenges will not be instituted against the validity or
enforceability of any patent owned by the firms. The
cost of litigation to uphold the validity and prevent
infringement of a patent is substantial. 

Financial Reporting

The accounting, auditing, financial and disclosure re-
quirements and reporting standards of the Company,
on a consolidated basis, are those defined in the Inter-
national Standards of the International Accounting
Standards Board. The NAV is based on estimates of
the Investment Manager. Investors should recognize
that the bi-weekly calculation is based on indicative
values and may therefore contain only limited infor-
mation on the real value of the net assets of the Com-
pany. The difficulties involved in calculating the Net
Asset Value are discussed further on page 22. 

Reliance on the Investment Manager

The Company is relying on Friedli Corporate Finance
(represented by Peter Friedli), being mandated as the
Investment Manager, and its ability to evaluate in-
vestment opportunities and to further develop the
Company’s investments. All investment decisions for
the Company as well as the Net Asset Value com-
putation are taken unilaterally by the Investment
Manager. The Board of Directors is responsible for
ensuring that the Investment Manager follows the
Investment Policy set by the Company. However, it
should be realized that Peter Friedli is the key person
for both the Investment Manager and the Board of
Directors and that between him and the company
conflicts of interest may arise.
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Political, Regulatory Risks

The value of the Company’s assets may be affected
by uncertainties such as international political devel-
opments, transfer risks, changes in government poli-
cies, taxation, restriction on foreign investment and
other developments in the laws and regulations of the
countries in which the Company’s assets are invested.
This is especially the case in the Biotechnology and
Communications sectors, where successful launches
of products are dependent on government approval
(such as FDA for Biotechnology and FCC for Telecom-
munications firms).

Market Risks

The markets and individual investment vehicles in
which the Company will primarily invest may prove
to be highly volatile from time to time as a result of
market specific risk. This may be, for example, due to
a sudden change in underlying economic factors as
well as changes in government policies on taxation or
changes in legislation relating to the level of foreign
ownership in companies. 

The Company’s Share Price

Considerable price fluctuations in the shares may arise
due to the general position of the investment sector,
the economy as a whole and the financial markets.
Such price fluctuations could have a positive and neg-
ative effect on the share price regardless of the Com-
pany’s financial condition and results of operations.

Patent Risks and Proprietary Rights

The success of the investments will depend largely on
the ability to obtain patents on products, to protect
trade secrets and to operate without infringing the
proprietary rights of others. 



As group auditors, we have audited the consolidated financial statements (balance sheet, income statement,
statement of changes in equity, cash flow statement and notes) of New Venturetec Ltd. and subsidiary (“the
Group”) for the year ended September 30, 2004.

These consolidated financial statements are the responsibility of the Board of Directors. Our responsibility is to
express an opinion on these consolidated financial statements based on our audit. We confirm that we meet the
legal requirements concerning professional qualification and independence.

Our audit was conducted in accordance with auditing standards promulgated by the Swiss profession and with
the International Standards on Auditing (ISA), which require that an audit be planned and performed to obtain
reasonable assurance about whether the consolidated financial statements are free from material misstatement.
We have examined on a test basis evidence supporting the amounts and disclosures in the consolidated financial
statements. We have also assessed the accounting principles used, significant estimates made and the overall con-
solidated financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements give a true and fair view of the financial position, the
results of operations and the cash flows in accordance with the International Financial Reporting Standards (IFRS)
and comply with Swiss law and the accounting principles of the Additional Rules for the Listing of Investment Com-
panies issued by the Swiss Exchange.

We recommend that the consolidated financial statements submitted to you be approved.

Without qualifying our opinion we draw attention to Notes 4b and 6 to the consolidated financial statements,
describing the Group’s venture capital investments and notes receivable. Investments amounting to CHF
148,472,712 (94.5% of consolidated assets) as of September 30, 2004, and amounting to CHF 150,229,770
(95.1% of consolidated assets) as of September 30, 2003, have been valued at fair values as determined by the
Investment Manager and approved by the Board of Directors. We have reviewed the procedures applied in valu-
ing such investments and have inspected underlying documentation; while in the circumstances the procedures
appear to be reasonable and the documentation appropriate, determination of fair values involves subjective judg-
ment which is not susceptible to independent verification procedures.

KPMG Fides Peat

Hans Moser Philipp Hallauer
Swiss Certified Accountant Swiss Certified Accountant

Auditor in charge
Zurich, October 25, 2004
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September 30, 2004 September 30, 2003
Note CHF CHF

Assets

Current assets
Cash and cash equivalents 5 850,995 162,818
Deferred expenses and accrued income 0 58

850,995 162,876

Non-current assets
Venture capital investments 6 143,041,522 150,229,770
Venture capital notes receivable 6 5,431,190 0
Accounts receivable 11 7,722,937 7,581,924

156,195,649 157,811,694

157,046,644 157,974,570

Liabilities and shareholders’ equity

Current liabilities
Accounts payable 25,000 0
Accrued expenses 9 7,579,138 6,340,047
Bank loan payable 5 8,729,700 0

16,333,838 6,340,047
Non-current liabilities
Deferred tax liabilities 8/10 145,824 123,164
Loans payable to related parties 12.3 32,245,757 40,852,912

32,391,581 40,976,076

Shareholders’ equity
Share capital 7 62,500,000 62,500,000
Additional paid-in capital 7 73,400,000 73,400,000
Revaluation reserve 8 29,019,136 24,509,654
Cumulative translation adjustment (3,690,636) 241,834
Accumulated deficits (52,907,275) (49,993,041)

108,321,225 110,658,447

157,046,644 157,974,570

Number of shares outstanding 5,000,000 5,000,000
Net asset value per share 7 21.66 22.13
Adjusted net asset value per share 7 19.99 22.13
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Year ended Year ended
September 30, September 30,

2004 2003

Note CHF CHF

Income
Interest income 697,769 1,556,910
Realized gains on investments 6.4 0 714,622
Unrealized gains on investments 6.4 568,050 6,386,705
Unrealized gains on loans payable to related parties 11 8,830,774 0
Other income 188,202 0

10,284,795 8,658,237

Expenses
Realized losses on investments 6.4 0 (2,747,019)
Impairment losses on investments 6.4 (8,332,102) 0
Valuation adjustment on accounts receivable 11 0 (554,400)
Management fees 9 (1,563,459) (1,829,695)
Interest on loans payable to related parties 12.3 (1,951,051) (2,104,364)
Interest on bank loan payable (115,636) 0
General and administrative expenses (252,371) (309,881)
Bank charges (18,692) (582)
Net exchange losses (965,718) (6,236,074)
Other finance charges 11 0 (1,197,992)

(13,199,029) (14,980,007)

Loss before income taxes (2,914,234) (6,321,770)

Income taxes 10 0 0

Net loss (2,914,234) (6,321,770)

Weighted average number of shares
outstanding during the year 5,000,000 5,000,000
Basic and diluted loss per share (0.58) (1.26)
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Consolidated Statement of Changes in Equity
for the Years Ended September 30, 2003 and 2004

Additional Cumulative Total
Share paid-in Revaluation translation Accumulated shareholders’

capital capital reserve adjustment * deficits equity
CHF CHF CHF CHF CHF CHF

(note 7) (note 7) (note 8)

Balance as of 30.9.2002 62,500,000 73,400,000 22,841,872 9,455,740 (43,671,271) 124,526,341

Net loss 0 0 0 0 (6,321,770) (6,321,770)

Revaluation of investments 0 0 4,340,097 0 0 4,340,097

Deferred taxes on revaluation 0 0 (21,700) 0 0 (21,700)

Translation adjustment 0 0 (2,650,615) (9,213,906) (11,864,521)

Other comprehensive loss 0 0 1,667,782 (9,213,906) 0 (7,546,124)

Total comprehensive loss 0 0 1,667,782 (9,213,906) (6,321,770) (13,867,894)

Balance as of 30.9.2003 62,500,000 73,400,000 24,509,654 241,834 (49,993,041) 110,658,447

Net loss 0 0 0 0 (2,914,234) (2,914,234)

Revaluation of investments 0 0 5,974,937 0 0 5,974,937

Deferred taxes on revaluation 0 0 (29,875) 0 0 (29,875)

Translation adjustment 0 0 (1,435,580) (3,932,470) 0 (5,368,050)

Other comprehensive income 0 0 4,509,482 (3,932,470) 0 577,012

Total comprehensive loss 0 0 4,509,482 (3,932,470) (2,914,234) (2,337,222)

Balance as of 30.9.2004 62,500,000 73,400,000 29,019,136 (3,690,636) (52,907,275) 108,321,225

2004 2003

CHF CHF

Weighted average number of shares

outstanding during the year 5,000,000 5,000,000

Basic and diluted comprehensive loss per share (0.47) (2.77)

* on net assets of Venturetec, Inc., before revaluation of investments

The accompanying notes form an integral part of these consolidated financial statements.
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Consolidated Cash Flow Statement

Year ended Year ended
September 30, September 30,

2004 2003
Note CHF CHF

Net loss (2,914,234) (6,321,770)
Adjustments for income and expenses not involving
the movement of funds:

Realized losses on investments 6.4 0 2,747,019
Impairment losses on investments 6.4 8,332,102 0
Unrealized exchange losses 965,718 6,236,074
Valuation adjustment and other finance charges
on accounts receivable 11 0 1,752,392
Interest on loans payable to related
and third parties 12.3 1,956,075 2,104,364
Realized gains on investments 6.4 0 (714,622)
Unrealized gains on investments 6.4 (568,050) (6,386,705)
Unrealized gains on loans payable to related parties 11 (8,830,774) 0
Interest accrued on accounts and 
notes receivable 11 (697,693) (1,556,139)
Other non-cash income (106,495) 0

Changes in accrued expenses and accounts payable 1,613,941 1,857,516

Cash used in operating activities (249,410) (281,871)

Purchase of investments and notes receivable 6.4 (7,963,997) (956,676)
Proceeds from disposal of investments 0 900,900

Cash used in investing activities (7,963,997) (55,776)

Proceeds from bank loan 12.3 8,915,900 0
Cash provided by financing activities 8,915,900 0

Exchange effect on cash and cash equivalents (14,316) (37,978)

Net change in cash and cash equivalents 11 688,177 (375,625)

Cash and cash equivalents at beginning of year 5 162,818 538,443

Cash and cash equivalents at end of year 5 850,995 162,818

The accompanying notes form an integral part of these consolidated financial statements.



Basis of the Consolidated Financial Statements

1 Principal activities
New Venturetec Ltd., Zurich (“the Company”) was formed on July 16, 1997 and incorporated on August 8,

1997 for the purpose of direct and indirect investments in Swiss and foreign companies, especially in high risk ven-
ture capital companies in the industries of Biotechnology, Communications, Technology and Internet.

2 Basis of presentation
The Group represents the Company and its wholly-owned subsidiary Venturetec, Inc., Tortola, British Virgin

Islands, incorporated on September 11, 1996 with a share capital of USD 20 million. As of September 30, 2004,
the Company’s venture capital investments are held via this subsidiary.

The Group’s consolidated financial statements are prepared in accordance with the International Financial
Reporting Standards (IFRS) and comply with Swiss law and the accounting principles of the Additional Rules for
the Listing of Investment Companies issued by the Swiss Exchange.

The same accounting policies and methods have been applied as those relating to the annual audit report for
the year ended September 30, 2003. 

3 Performance reporting
Unrealized gains and losses arising from the revaluation of investments (other than options and similar rights)

are recognized directly in equity (revaluation reserve), except for unrealized losses which do not reverse a previ-
ous revaluation and are recognized as impairment losses in the income statement. Comprehensive income as pre-
sented in the statement of changes in equity reflects the overall performance of the Group, including all revalua-
tion gains and losses on investments, translation adjustments and net profit/(loss) for the period.

4 Summary of significant accounting policies

a) Principles of consolidation
The consolidated financial statements include the Company and its subsidiary as mentioned above. All inter-

company transactions and balances have been eliminated.

b) Valuation of venture capital investments and notes receivable
The Group’s investments primarily relate to U.S. venture capital companies.
Investments are stated at fair value on an item by item basis, as determined by the Investment Manager and

approved by the Board of Directors. Fair value is defined as the estimated amount for which an asset could be
exchanged between knowledgeable, willing parties in an arm’s length transaction. Options and similar rights
attached to the investments are also considered in determining fair value. Since the structure of the investees’ cap-
ital is subject to immediate changes and events that may dilute the percentage held by the Group, the investees
are not considered to qualify as associated companies in accordance with IAS 28 even if the Group’s share of cap-
ital temporarily exceeds 20% at balance sheet date. Furthermore, the extent of the Investment Manager’s influ-
ence on the investees and the Group’s voting rights do not necessarily correlate to the percentage held by the
Group. As a consequence, measuring such investments at fair value is considered more appropriate than applying
the equity method of accounting. 
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4 Summary of significant accounting policies (continued)

b) Valuation of venture capital investments and notes receivable (continued)
Notes receivable are carried at amortized cost less any valuation allowance deemed necessary. 

Unrealized revaluation gains on investments (excluding options and similar rights) are dealt with in the con-
solidated statement of changes in equity. Unrealized losses due to a decline in the fair value of an investment are
dealt with in the consolidated statement of changes in equity to the extent that they reverse previous revaluation
gains in respect of the same investment. Any additional unrealized losses are recognized in the income statement
as an impairment loss. As for options and similar rights, any changes in fair value are recognized in the income
statement.

When an investment is sold at a price equal to or higher than its carrying amount, the related revaluation reserve
is recognized in the income statement as a “realized gain on investment”. Since both the decrease in revaluation
reserve and the recognition of a gain on disposal of investments are components of comprehensive income, this
entry increases net profit but does not have any effect on comprehensive income. Any additional gain on sale aris-
ing from the difference between the sales price and the carrying amount of the investment is recognized in the
same line item of the income statement and has the effect of increasing net profit and thereby, also increasing
comprehensive income.

The basis for valuation is the following:

Valuation of investments in public companies:
The closing bid price on the reporting date as reported by the exchange where the shares are quoted and traded

is used as fair value, notwithstanding the following:

– Such investments may be subject to lock-up agreements during a certain period.
– The reliability of the fair value depends on whether one or more buyers would be willing to acquire the entire

share held in the investee at the publicly listed price.

Valuation of investments in private companies:
The original cost or the price of any subsequent capital increase is considered as an approximation of fair value

at the time of transaction. The following factors determine the price paid for an investment:

– Start-up capital: Technology assessment, negotiations with management, industry comparables, or competi-
tors’ bids.

– Capital increase: Re-evaluation of the original technology assessment, negotiations with management, indus-
try comparables, competitors’ bids, or achievement of milestones and business plan guidelines. The invest-
ment valuation may include a reduction of 10–20% from the price of the capital increase if considered nec-
essary based on the valuation factors listed below.
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4 Summary of significant accounting policies (continued)

b) Valuation of venture capital investments and notes receivable (continued)
Subsequent measurement is taking into account the following aspects:

– An unrealized gain is recognized in the revaluation reserve when a significant event occurs, such as the issuing
of a patent, corporate partnering/private placement, achievement of a milestone (e.g., in research and 
development) or an increased profitability.

– If performance subsequent to the acquisition is significantly below the business plan, or if any other circum-
stances exist that indicate a decrease of the recoverable amount of an investment below its carrying amount,
the recoverable amount is determined based on the revised outlook and write-offs are recognized accordingly.

Valuation factors are:
– nature of the business and history of the investee, and related risks
– economic and industry outlook, and related risks
– financial condition and earnings capacity of the investee, and related risks
– incremental value of goodwill and other intangible assets
– sale of shares and the volume of shares to be valued
– market price of shares of public enterprises engaged in the same or a similar business
– fair value of the investee as a whole, taking into account:
– cost based considerations: replacement values of the underlying net assets on both a going concern and 

a liquidation basis, etc.
– earnings-based considerations: discounted earnings, price earnings ratios, multiples, etc.
– market-based considerations: market values of shares, adjusted market value, etc.

The investments are subject to a revaluation by the Investment Manager whenever the Company’s net asset
value is published. No independent external valuations are conducted for investments in private companies. There
are inherent difficulties in determining the fair value of such investments and, as a consequence, the net asset value
of the Company.

c) Accounts receivable
Accounts receivable relate to the sale of investments. Where an investment is sold and the settlement is deferred

beyond normal credit terms, the proceeds recognized on the disposal are the present value of the anticipated future
cash flows. A market related discount rate is used to discount the anticipated future cash flows. In subsequent
periods interest is recognized on the receivable at a market related rate using the effective interest rate method.

d) Loans payable
Interest-bearing borrowings are recognized initially at cost, less any attributable transaction costs. Subsequent

to initial recognition, interest-bearing borrowings are stated at amortized cost with any difference between cost
and redemption value being recognized in the income statement over the period of the borrowings using the effec-
tive interest rate method.
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4 Summary of significant accounting policies (continued)

e) Cash and cash equivalents
Cash and cash equivalents include cash at banks and fixed term deposits with original maturity dates of three

months or less. They are stated at their nominal amount.

f) Foreign currency translation
The Group’s measurement currencies are the Swiss franc (parent company) and the United States dollar (sub-

sidiary). The consolidated financial statements are presented in Swiss francs.

Transactions and balances:
Transactions in foreign currencies are recorded using exchange rates in effect at the time of the transaction.

Gains or losses arising on settlement of these transactions are included in income of the respective reporting period.
Monetary assets and liabilities denominated in foreign currencies are translated using exchange rates prevailing at
the balance sheet date. Any gains and losses arising from this translation are recorded in income of the respective
reporting period.

Financial statements of the foreign subsidiary:
All assets and liabilities of the Company’s wholly-owned subsidiary denominated in USD are translated using

the exchange rate prevailing at the balance sheet date. Income, expenses, cash flows and movements of the cost
and revaluation of investments are translated using the average exchange rate of the reporting period. The
exchange differences on translating balance sheets and income statements are debited or credited directly to equity
as translation adjustments. Exchange differences on translating cash flows are separately disclosed in the cash flow
statement as exchange effect on cash and cash equivalents.

The following exchange rates were applied:

rate at balance sheet date average rate for the year ended
30.09.04 30.09.03 30.09.04 30.09.03

1 USD to CHF 1.2471 1.3176 1.2737 1.3860

g) Income taxes
New Venturetec Ltd. has the status of a holding company and as such, benefits from the participation exemp-

tion at federal level and from the complete exemption at cantonal and communal level. The theoretical maximum
applicable income tax rate is 8.5%. Venturetec, Inc. is not subject to any income taxes.

Current income taxes are, to the extent unpaid, provided for at the enacted tax rate based on current and past
earnings of New Venturetec Ltd.

Deferred income taxes are recognized at the expected applicable tax rates on any temporary differences, both
taxable and deductible, between the carrying amount and the tax base of assets and liabilities, including the tax-
able temporary differences of the subsidiary since they might result in dividend income of New Venturetec Ltd. In
measuring the deferred tax assets or liabilities, the manner in which the enterprise expects, at the balance sheet
date, to recover or settle the carrying amount of its assets and liabilities is taken into account.
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5 Cash and cash equivalents
2004 2003
CHF CHF

Cash at banks 850,995 162,818
Cash and cash equivalents 850,995 162,818
Cash and cash equivalents 8,729,700 0

On April 19, 2004 Venturetec, Inc. signed a bank loan agreement in the amount of USD 7,000,000 which will
be due on April 19, 2005 and bears interest at one month libor + margin (2.65% as of the date of the agreement).
Cash in the amount of CHF 815,459 and investments in the amount of CHF 25.7 million are deposited to secure
this loan. It is the Company’s intention to rollover this loan on an annual basis.

6 Venture capital investments and notes receivable

6.1 Summary
2004 2003
CHF CHF

Venture capital investments at cost 168,307,876 169,144,479
Devaluation of venture capital investments (30,248,518) (29,725,617)
Warrants on venture capital investments at fair value 4,982,164 10,810,908
Total investments at fair value 143,041,522 150,229,770
Venture capital notes receivable at cost 5,431,190 0
Total investments and notes receivable 148,472,712 150,229,770

As of September 30, 2004, the Group’s venture capital investments in early stage companies are primarily in
the form of common or preferred shares except for warrants granted in connection with two venture capital invest-
ments in the amount of CHF 5.0 million (30.9.2003: warrants of CHF 10.8 million on three investments).

The Group’s venture capital notes receivable form part of the investments in Osiris Therapeutics (one note in
the amount of USD 1.0 million at 10% interest, repayable within 10 days on demand of New Venturetec), Cam-
bridgeMed (one note in the amount of USD 0.25 million) and E-centives (three notes of USD 1 million each at
8% interest, maturity April 28, 2007, June 2, 2007 and July 6, 2007 respectively).

Financial risk management:
Most of the investees are in a development stage, disclosing accumulated deficits and little or no revenues.

Their ability to continue as a going concern may depend on additional funding. These investments offer the oppor-
tunity of significant capital gains, but involve a high degree of business and financial risks that can result in sub-
stantial losses, including the risk of a total unrecoverability of an investment. New Venturetec’s financial risk man-
agement objectives and policy are to minimize dilution by structuring the initial investment accordingly. Other
protective measures such as liquidation preferences and involvement in the decision process are also part of the
Company’s policy. However, the operational risk remains. Furthermore, the Company does not hedge any foreign
currency or interest rate risk exposure.
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6 Venture capital investments and notes receivable (continued)

6.2 List of investments

Approximate paid-in capital1 Approximate percentage held1

Sept. 30, 2004 Sept. 30, 2003 Sept. 30, 2004 Sept. 30, 2003
USD million USD million % %

Biotechnology
Osiris Therapeutics 2 109.1 103.6 15 11
Inflabloc Pharmaceuticals 3 39.3 37.3 18 17
Basilea Pharmaceutica 4/5 340.8 172.1 6 8
Prolexys Pharmaceuticals 5 166.8 166.8 4 5
CambridgeMed 5 2.8 2.8 7 8

Communications
Priority Telecom 1,211.0 1,211.0 1 1
mPortal 11.6 9.8 30 35

Technology
VantageMed 72.6 72.6 8 8
IPeria 44.6 35.8 35 40

Internet
E-centives 5 126.1 123.8 20 20
Wstore 11.7 11.6 24 28

1 Paid-in capital includes common and preferred share capital and any additional paid-in capital, as of the date of the most recent financial state-
ments. The numbers may represent the structure of a typical early stage company. There may be immediate changes, events which will change
the structure and dilute the percentage and voting rights held in the companies. There is no relationship between changes of such numbers and
the value of the investment. No assurance can be given that any development will be in favor of the investment value. 

2 MSC Regenos, Zurich, the former parent company of Osiris Therapeutics, was liquidated based on an extraordinary shareholders’ meeting on 
September 29, 2003. Its investment in Osiris Therapeutics was distributed to the shareholders. 

3 Fomerly Pharmadigm
4 Basilea Pharmaceutica is a public company formed in October 2000 as a spin-off of F. Hoffmann-La Roche. Its purpose is to discover and develop

innovative drugs in the areas of infectious diseases and dermatology. The company is domiciled in Basel, Switzerland. 
5 The investment serves as security for loans payable to related parties. See also note 12.3. 
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6 Venture capital investments and notes receivable (continued)

6.3 Movements of cost and revaluation, prior year

Cost Additions Disposals Transl. Cost Fair value
1.10.02 adjust. 30.09.03 30.09.03

CHF CHF CHF CHF CHF CHF

Biotechnology
MSC Regenos 21,773,139 45,423 0 (2,325,694) 19,492,868 30,198,654
Pharmadigm 11,558,800 0 0 (1,233,461) 10,325,339 11,844,353
Basilea Pharmaceutica 23,464,093 0 0 (2,503,897) 20,960,196 20,960,196
Prolexys Pharmaceuticals 14,750,000 0 0 (1,574,000) 13,176,000 13,176,000
CambridgeMed 1,106,250 0 (118,050) 988,200 1,729,350

Communications
Priority Telecom 25,443,750 0 0 (2,715,150) 22,728,600 2,058,305
mPortal 9,395,750 0 (1,002,638) 8,393,112 14,595,714

Technology
VantageMed 7,234,875 0 0 (772,047) 6,462,828 319,321
Careside 10,388,235 0 (9,761,420) 2 (626,815) 0 0
IPeria 18,412,425 762,300 0 (2,002,444) 17,172,281 16,532,210

Internet
E-centives 31,565,000 9,659,221 3 0 (3,845,048) 37,379,173 14,884,797
Wstore 13,348,750 148,953 0 (1,431,821) 12,065,882 23,930,870
ConsumerREVIEW 16,225,000 971,740 (16,217,740) 3 (979,000) 0 0

Total 204,666,067 11,587,637 (25,979,160) (21,130,065) 169,144,479 150,229,770

1

1

1

1 These investments include warrants in the total amount of CHF 10.8 million (cost = nil)
2 Sold with a gain of CHF 0.7 million, resulting in an account receivable of CHF 1.3 million (less a valuation allowance of CHF 0.6 million) 

and cash of CHF 0.9 million.
3 New Venturetec sold its investment in ConsumerREVIEW (including accumulated interest on the note receivable presented as an addition) 

to E-centives and in return received E-centives shares with a value of CHF 9.7 million. In addition to the devaluation of the investment 
in ConsumerREVIEW as of 30.9.2003, this sale resulted in a loss of CHF 2.7 million. No cash flow was generated out of this transaction.
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6 Venture capital investments and notes receivable (continued)

6.3 Movements of cost and revaluation, prior year (continued)

(Un-) Decreases
Revaluation Unrealized realized due to Transl. Revaluation

1.10.02 gains losses disposals adjust. 30.09.03
CHF CHF CHF CHF CHF CHF

Biotechnology
MSC Regenos 5,370,230 1,080,225 1 0 0 (626,377) 5,824,078
Pharmadigm (4,937,025) 0 0 0 526,839 (4,410,186)
Basilea Pharmaceutica 0 0 0 0 0 0
Prolexys Pharmaceuticals 0 0 0 0 0 0
CambridgeMed 442,500 363,825 2/4 0 0 (65,175) 741,150

Communications
Priority Telecom (23,261,289) 114,383 3 0 0 2,476,611 (20,670,295)
mPortal 3,861,550 2,896,047 4 0 0 (554,995) 6,202,602

Technology
VantageMed (7,012,999) 127,409 3 0 0 742,083 (6,143,507)
Careside (8,714,997) 0 0 8,189,141 5 525,856 0
IPeria (2,865,925) 2,019,700 2 0 0 206,154 (640,071)

Internet
E-centives (29,571,653) 4,125,213 3 0 0 2,952,064 (22,494,376)
Wstore 13,282,375 0 0 (1,417,387) 11,864,988
ConsumerREVIEW (4,056,250) 0 0 3,811,500 6 244,750 0

Revaluation of
investments (57,463,483) 10,726,802 7 0 12,000,641 5,010,423 (29,725,617)

Revaluation of 
warrants 12,102,375 0 0 0 (1,291,467) 10,810,908

Total revaluation 
of investments and 
warrants (45,361,108) 10,726,802 0 12,000,641 3,718,956 (18,914,709)

1 Based on note conversion and corporate partnering
2 Based on recent/offered round of financing
3 Based on quoted share price (NASDAQ, Euronext or SWX New Market)
4 Due to milestone achievements
5 Sold with a gain of CHF 0.7 million
6 Sold with a loss of CHF 2.7 million
7 Of which CHF 6.4 million are included in the income statement as unrealized gains on investments
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6 Venture capital investments and notes receivable (continued)

6.4 Movements of cost and revaluation, current year

Cost Additions Disposals Transl. Cost Fair value
1.10.03 adjust. 30.09.04 30.09.04

CHF CHF CHF CHF CHF CHF

Biotechnology
Osiris Therapeutics 19,492,868 1,307,312 0 (1,070,294) 19,729,886 29,862,844
Inflabloc Pharmaceuticals 10,325,339 6,371,852 2 0 (685,541) 16,011,650 11,646,801
Basilea Pharmaceutica 20,960,196 0 0 (1,121,504) 19,838,692 25,688,847
Prolexys Pharmaceuticals 13,176,000 0 0 (705,000) 12,471,000 6,235,500
CambridgeMed 988,200 318,425 0 (59,525) 1,247,100 1,948,594

Communications
Priority Telecom 22,728,600 0 0 (1,216,125) 21,512,475 1,962,421
mPortal 8,393,112 636,850 0 (462,385) 8,567,577 14,438,300

Technology
VantageMed 6,462,828 0 0 (345,803) 6,117,025 844,173
IPeria 17,172,281 1,380,195 3 0 (947,651) 17,604,825 16,999,003

Internet
E-centives 37,379,173 3,921,298 0 (2,081,916) 39,218,555 16,195,813
WStore 12,065,882 0 0 (645,601) 11,420,281 22,650,416

Total 169,144,479 13,935,932 0 (9,341,345) 173,739,066 148,472,712

1 These investments include warrants in the total amount of CHF 5.0 million (cost = nil)
2 In 2004, warrants relating to the investment in Inflabloc Pharmaceuticals (formerly Pharmadigm) were converted into preferred shares. 

This transaction was treated as an addition to cost in the amount of CHF 5.7 million and a decrease of revaluation of warrants due to 
conversion in the same amount. No cash was involved in this transaction. 

3 In 2004, Venturetec, Inc. invested in a convertible note in the amount of USD 1 million. This note was converted into shares during the 
period under review, whereby a gain of USD 0.1 million was realized, included in other income.

1

1
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6 Venture capital investments and notes receivable (continued)

6.4 Movements of cost and revaluation, current year (continued)
Increases/

(Decreases)
due to

Un- disposals, 
Revaluation Unrealized realized conversions Transl. Revaluation

1.10.03 gains losses and transfers adjust. 30.09.04
CHF CHF CHF CHF CHF CHF

Biotechnology
Osiris Therapeutics 5,824,078 0 0 0 (311,625) 5,512,453
Inflabloc Pharmaceuticals (4,410,186) 0 (194,702) 1 0 240,039 (4,364,849)
Basilea Pharmaceutica 0 5,974,937 2 0 0 (124,782) 5,850,155
Prolexys Pharmaceuticals 0 0 (6,368,500) 3 0 133,000 (6,235,500)
CambridgeMed 741,150 0 0 0 (39,656) 701,494

Communications
Priority Telecom (20,670,295) 14,552 2 0 0 1,105,689 (19,550,054)
mPortal 6,202,602 0 0 0 (331,879) 5,870,723

Technology
VantageMed (6,143,507) 553,498 2 0 0 317,157 (5,272,852)
IPeria (640,071) 0 0 0 34,249 (605,822)

Internet
E-centives common 
shares (21,861,098) 0 (1,768,900) 2 (361,659) 1,206,650 (22,785,007)
E-centives series B 
pref. shares (633,278) 0 0 0 33,884 (599,394)
Wstore 11,864,988 0 0 0 (634,853) 11,230,135

Revaluation of
investments (29,725,617) 6,542,987 4 (8,332,102) (361,659) 1,627,873 (30,248,518)

Revaluation of 
warrants 10,810,908 0 0 (5,369,991) 5 (458,753) 4,982,164

Total revaluation of 
investments and 
warrants (18,914,709) 6,542,987 (8,332,102) (5,731,650) 1,169,120 (25,266,354)

1 Based on recent round on financing
2 Based on quoted share price (NASDAQ, Euronext or SWX New Market)
3 The valuation of Prolexys Pharmaceuticals has been cut by half. The need of capital in a difficult private equity market has let the current valuation.

Prolexys Pharmaceuticals is still an early stage company with good technology but no product in the clinics yet.
4 Of which CHF 0.6 million are included in the income statement as unrealized gains on investments
5 In 2004, warrants relating to the investment in Inflabloc Pharmaceuticals (formerly Pharmadigm) were converted into preferred shares. 

This transaction was treated as an addition to cost in the amount of CHF 5.7 million and a decrease of revaluation of warrants due to conversion in the
same amount. No cash was involved in this transaction. In addition, CHF 361,659 were reclassified from investments to warrants.
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7 Share capital and net asset value
On October 10, 1997, the Company increased its share capital from CHF 25,000,000 to CHF 31,250,000 by

issuing 500,000 bearer shares with a par value of CHF 12.50 each at a price of CHF 33.00 per share. On October
17, 1997, the Company’s shares were listed on the Swiss Exchange. The additional paid-in capital amounted to
CHF 10,250,000. The cost of the initial public offering (IPO) in the amount of CHF 1,090,000, including bank
commissions, stamp duties and other costs directly related to the IPO, was deducted from additional paid-in capital.

On February 4, 1999, the Company increased its share capital from CHF 31,250,000 to CHF 62,500,000 by
issuing 2,500,000 bearer shares with a par value of CHF 12.50 each at a price of CHF 39.75 per share. The addi-
tional paid-in capital amounted to CHF 68,125,000. The cost of the capital increase in the amount of CHF
3,885,000, including bank commissions, stamp duties and other costs directly related to the capital increase, was
deducted from additional paid-in capital. The share capital as of September 30, 2004 and 2003 consisted of
5,000,000 bearer shares with a par value of CHF 12.50 each, fully paid in. As of that date, Bâloise-Holding, Basel,
held 7% (350,000 shares), and Beamtenversicherungskasse of the Canton of Zurich held 6.4% (320,000 shares)
in New Venturetec Ltd.

The following is a calculation of the net asset value:
2004 2003
CHF CHF

Cash and cash equivalents (note 5) 850,995 162,818
Deferred expenses and accrued income 0 58
Accounts receivable (note 11) 7,722,937 7,581,924
Management valuation of investments
and notes receivable 148,472,712 150,229,770

157,046,644 157,974,570

Less: liabilities (48,725,419) (47,316,123)
Management estimate of net asset value 108,321,225 110,658,447

Less: 
– Reversal of revaluation of investment in 

Basilea Pharmaceutica for NAV reporting purposes (8,258,948) 1 0
– Other adjustments made by the Investment Manager (131,015) 2 0

Adjusted management estimate of net asset value 99,931,262 110,658,447

Number of shares issued and outstanding 5,000,000 5,000,000

Net asset value per share 21.66 22.13
Adjusted net asset value per share, 
as reported by the Investment Manager 19.99 22.13

1 The adjusted net asset value per share reflects the difference between the listed share price of Basilea Pharmaceutica and a more conserva-
tive valuation performed by the Investment Manager. The investment is subject to a lock-up period until March 25, 2005. The management
fee was calculated on the adjusted net asset value (see also note 9).

2 Other adjustments mainly include interest on notes receivable, which is not accrued for adjusted NAV reporting purposes. 



8 Revaluation reserve
The revaluation reserve relates to the management valuation of investments and can be analyzed as follows:

2004 2003
CHF CHF

Devaluation of venture capital 
investments (notes 6.4 and 6.3) (25,266,354) (18,914,709)
Reverse: Revaluation gains on options and warrants 

originally recognized in the income statement (4,982,164) (10,810,908)
Add: Cumulative impairment losses 

recognized in the income statement 59,413,478 54,358,435
Total cumulative revaluation gains 29,164,960 24,632,818

less: deferred tax (note 10) (145,824) (123,164)
Revaluation reserve as of balance sheet date 29,019,136 24,509,654

The revaluation reserve includes accumulated translation adjustments (unrealized exchange gains) in the
amount of CHF 10,540,867 (2003: CHF 11,976,447).

Notes to the Consolidated Income Statement

9 Management fees
According to the Investment Management Agreement (see note 12), management fees payable to the Invest-

ment Manager are calculated at 1.5% per annum on the Group’s net asset value as estimated by the Investment
Manager. Another 0.5% can be used for investor relation services and other external costs directly related to the
investment management activities; such costs are presented under general and administrative expenses.

During the year under review and as of September 30, 2004 and 2003, no management fees were paid and
CHF 1,563,459 (September 30, 2003: CHF 1,829,695) were accrued for. No costs for external services relating to
the investment management activities were incurred during the year ended September 30, 2004 (prior year: CHF
25,000). Total management fees accrued as of September 30, 2004 amounted to CHF 7,312,035 . The Invest-
ment Managers’ intention is to request payment of such fees only upon a significant improvement of the Group’s
liquidity position. However, the accrued expenses become due within 3 business days from a forced replacement
of the Investment Manager.

10 Income taxes
For the years ended September 30, 2004 and 2003, no current tax expenses or provisions were recognized

due to the accumulated deficits disclosed by the parent company. The tax effect of the tax loss carryforward was
not recognized as an asset since it is uncertain whether such potential tax benefit will be realized in the future.

Deferred taxes arise only on the revaluation of investments and on the undistributed earnings of the subsidiary.
The related deferred tax liability and any changes thereto are debited or credited to the revaluation reserve and to
deferred tax expense respectively. They are calculated at 0.5%, which is the estimated tax rate on dividend income
applicable to the parent company.

Consolidated Financial Statements

56New Venturetec

Notes to the Consolidated Financial Statements 
for the Year Ended September 30, 2004



11 Additional information on the cash flow statement

2004 2003
CHF CHF

Interest received in cash 76 771
Interest paid 110,614 0
Dividends received 0 0
Income taxes paid 0 0

See note 5 regarding the composition of cash and cash equivalents.

Significant non-cash transactions:
During the period under review, interest income in the amount of CHF 563,883 (prior period: CHF 1,556,139)

was recognized as part of accounts receivable and CHF 133,810 as part of notes receivable (prior period: nil).

As disclosed in note 6.4, during the period under review, warrants relating to the investment of Inflabloc Phar-
maceuticals (formerly Pharmadigm) were converted into preferred shares. This transaction was treated as an addi-
tion to cost in the amount of CHF 5.7 million and a decrease of revaluation due to conversion in the same amount.
No cash was involved in this transaction.

As disclosed in notes 9 and 12.3 respectively, management fees of CHF 1,563,459 (prior period: CHF
1,829,695) and interest on loans payable to related parties of CHF 1,951,051 (prior period: CHF 2,104,364) were
accrued and did not result in any cash flow during the reporting period. 

In 2004, the investments in Prolexys Pharmaceuticals and Basilea Pharmaceutica, which serve as security for
loans payable to related parties (see note 12.3), were devalued in a total amount of CHF 8.8 million in respect of
their original currency. Since, based on the loan agreements, the loans are in fact to be settled at the lower of the
nominal amounts, including accrued interest, and the recoverable amounts of the underlying investments, the loans
were reduced by the same amount as the investments, recognized as a gain in the income statement.

Expected cash flows relating to accounts receivable from disposal of investments:

2004 2003
CHF CHF

Total accounts receivable, gross 13,829,728 14,611,538
Valuation allowance (5,230,156) (5,520,098)
Discount (876,635) (1,509,516)
Total accounts receivable 7,722,937 7,581,924

The accounts receivable are denominated in USD, relate to the disposals of the investments in ETEX (CHF 12.5
million) in 2002 and Careside (CHF 1.3 million) in 2003, and do not bear any interest. 
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11 Additional information on the cash flow statement (continued)
The repayment schedule of the original amount related to ETEX is as follows:

USD
As of April 30, 2002 1,000,000
As of September 30, 2005 5,000,000
As of September 30, 2006 5,000,000

By September 30, 2002 USD 910,490 of the first installment had been received. The remaining balance was
discounted with a market related interest rate. A revision of the original due dates to those stated above resulted
in an additional discount in the amount of CHF 1.2 million that was recognized as other finance charges in prior
year. As in prior year, a valuation allowance of USD 3.8 million (CHF 4.7 million) reflects the fact that the disposal
proceeds recognized depend on the successful achievement of certain milestones. Currently, the Company is nego-
tiating early settlement of the outstanding amount.

In addition, a valuation allowance of USD 400,000 (CHF 0.5 million), established in the prior year, reflects the
uncertain recoverability of the receivable related to the disposal of Careside.

Other Notes

12 Related parties
12.1 Investment Manager
Under a separate Investment Management Agreement, the Company appointed Friedli Corporate Finance,

Inc., Belize, as Investment Manager with specific responsibilities as regards the selection, purchase, sale, structure
and disposal of the Group’s investments. These tasks are carried out by Mr. Peter Friedli who at the same time is
the President of the Board of Directors of New Venturetec Ltd. and is also a member of the Board of Directors of
certain investees. Mr. Friedli is the sole shareholder and Director of Friedli Corporate Finance, Inc.

In addition to the management fees recognized in the consolidated financial statements and disclosed in note 9,
the agreement provides for a performance fee equal to 

– 12% of the percentage points exceeding 15% of the compounded annual return to investors calculated on
the basis of the net asset value, multiplied by the net amount of “realized profit and loss”; or

– 12% of the net amount of “realized profit and loss”, if the compounded annual return to investors is 20% or
higher.

The performance fee is payable annually based on the audited financial statements, if the conditions are met,
in the form of shares of the Company, cash, or a combination thereof at the discretion of the Investment Man-
ager. 94% of the performance fee is paid to the Investment Manager and 6% to the members of the Board of
Directors (excluding Mr. Friedli). For the years ended September 30, 2004 and 2003, no performance fee was paid
out or due.
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12 Related parties (continued)
12.2 Board of Directors
CHF 7,500 were paid and CHF 7,500 were accrued as fees payable to the Board of Directors for the year under

review (CHF 10,000 were paid and CHF 5,000 accrued in prior period)

12.3 Loans payable
On January 31, 2001, an investment company managed by the same Investment Manager granted a loan to

Venturetec, Inc. of CHF 20,000,000, repayable on June 30, 2005 and bearing interest at 5% per annum. On April
17, 2001, another loan of USD 10,000,000 was granted to Venturetec, Inc. by the same investment company,
repayable on June 30, 2005 and bearing interest at 6.5% per annum. The loans were used to finance the invest-
ments in Basilea Pharmaceutica and Prolexys Pharmaceuticals, respectively (see note 6). The original due dates of
both loans, being June 30, 2003, had already been prolonged in April 2003 to June 2004, and were further pro-
longed in June 2003 to June 30, 2005.

On February 27, 2002, a loan of USD 500,000 was granted to Venturetec, Inc., by another investment com-
pany managed by the same Investment Manager, repayable on June 30, 2005 and bearing interest at 10% per
annum, for the purpose of the investment in CambridgeMed (see note 6). The original due date of June 30, 2004
was prolonged in June 2003 to June 30, 2005.

On April 15, 2002, a loan of CHF 2,000,000 was granted to Venturetec, Inc. by another investment company,
managed by the same Investment Manager, repayable on June 30, 2005 and bearing interest at 5% per annum,
for the purpose of financing part of the investment in E-centives (see note 6). The original due date of June 30,
2004 was prolonged in June 2003 to June 30, 2005.

All loans are secured by the respective investments mentioned above, and the amount to be settled is in each
case the lower of the nominal amount, including accrued interest, and the amount realized, if any, upon the sale
of the respective underlying investments. Principal and interest may be repaid on or before the due date either in
cash or shares of the underlying investments, or, in one case, a specified combination thereof. Accordingly, inter-
est is accrued for as part of the carrying amount of the loans, and settlement of the principals and accrued inter-
est is intended to be made by use of proceeds upon the disposal of investments. In the reporting period under
review, the loans payable were reduced by CHF 8.8 million to reflect a devaluation of two underlying investments
(see note 11). Upon a forced change of the investment strategy or a resignation of the Investment Manager forced
or caused by a change of ownership of the Company, all loans payable, including accrued interest, become due
within 3 business days from such event. In such event, the amounts may be settled at the discretion of the Com-
pany either in cash or in the shares of the respective underlying investments.
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13 Subsequent events
The consolidated financial statements were authorized for issue to the public by the Board of Directors on 

October 25, 2004. 

In October 2004, all loans payable to related parties were prolonged to June 30, 2007. The parties also agreed
to the following additional terms:

– Prior to the distribution of any gains on disposal of the underlying investment, all principal amounts plus inter-
est must be redeemed. 

– The management fee of 1.5% will be calculated on the principal amount since the initial borrowing date
through the redemption before distributing any gains. 

– Performance fee on any profit realized through the borrowed amount will be calculated as follows: 12% of
all profit that exceeds 100% of the initial borrowed amounts of CHF 22,000,000 and USD 10,500,000. Any
performance fee shall be calculated as part of the overall performance fee, if any. 

In October 2004, the Investment Management Agreement was adjusted as follows:

The management fee including any fee accrued since March 2001, will only be paid on realized values. If any
of the investments is sold below the reported fair value, the management fee to be paid out will be adjusted ret-
rospectively based on the realized amounts. 

The Board of Directors is not aware of any other events between September 30, 2004 and October 25, 2004
that would require adjustment to the carrying amounts of the Group’s assets and liabilities as of September 30,
2004 or would require disclosure under this heading.
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As statutory auditors, we have audited the accounting records and the financial statements (balance sheet,
income statement and notes) of New Venturetec Ltd. for the year ended September 30, 2004.

These financial statements are the responsibility of the Board of Directors. Our responsibility is to express an
opinion on these financial statements based on our audit. We confirm that we meet the legal requirements con-
cerning professional qualification and independence.

Our audit was conducted in accordance with auditing standards promulgated by the Swiss pro-fession, which
require that an audit be planned and performed to obtain reasonable assurance about whether the financial state-
ments are free from material misstatement. We have examined on a test basis evidence supporting the amounts
and disclosures in the financial statements. We have also assessed the accounting principles used, significant esti-
mates made and the overall financial statement presentation. We believe that our audit provides a reasonable basis
for our opinion.

In our opinion, the accounting records and financial statements and the proposed appropriation of available
earnings comply with Swiss law and the Company’s articles of incorporation.

We recommend that the financial statements submitted to you be approved.

Without qualifying our opinion we draw attention to Note 2 to the financial statements, describing the Com-
pany’s investment in its wholly-owned subsidiary, Venturetec, Inc., with a carrying amount of CHF 100 million.
The subsidiary’s venture capital investments, measured at fair value, amounted to CHF 148,472,712 as of Sep-
tember 30, 2004, and to CHF 150,229,770 as of September 30, 2003, and accounted for 94.5% and 95.1%
respectively of the Group’s consolidated assets. Such fair values have been determined by the Investment Man-
ager and approved by the Board of Directors, and form the predominant component of the Company’s consoli-
dated shareholders’ equity (Net Asset Value) of approximately CHF 108 million as of September 30, 2004. We
have reviewed the procedures applied in valuing such investments and have inspected underlying documentation;
while in the circumstances the procedures appear to be reasonable and the documentation appropriate, determi-
nation of fair values involves subjective judgment which is not susceptible to independent verification procedures.

KPMG Fides Peat

Hans Moser Philipp Hallauer
Swiss Certified Accountant Swiss Certified Accountant

Auditor in charge

Zurich, October 25, 2004
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September 30, September 30, 
2004 2003

Note CHF CHF

Assets

Current assets
Cash and cash equivalents 12,740 16,150
Deferred expenses and accrued income 0 55
Account receivable from Venturetec, Inc. 11,469,899 11,937,457

11,482,639 11,953,662

Non-current assets
Investment in Venturetec, Inc. 2 100,000,000 100,000,000

111,482,639 111,953,662

Liabilities and shareholders’ equity

Liabilities
Accrued expenses and deferred income 3 1,576,322 2,162,816

1,576,322 2,162,816

Shareholders’ equity
Share capital 4 62,500,000 62,500,000
Additional paid-in capital 4 47,176,800 47,176,800
Retained earnings brought forward 114,046 0
Net profit for the year 115,471 114,046

109,906,317 109,790,846

111,482,639 111,953,662
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Year ended Year ended
September 30, September 30,

2004 2003

CHF CHF
Income
Interest income on bank accounts 5 109
Interest income from Venturetec, Inc. 371,430 389,689

371,435 389,798

Expenses
General and administrative expenses (166,718) (198,258)
Capital taxes (88,500) (76,113)
Bank charges (189) (131)
Exchange losses (557) (1,250)

(255,964) (275,752)

Profit before income taxes 115,471 114,046
Income taxes 0 0

Net profit for the year 115,471 114,046
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1 Principal activities
New Venturetec Ltd., Zurich (“the Company”) was formed on July 16, 1997 and incorporated on August 8,

1997 for the purpose of direct and indirect investments in Swiss and foreign companies, especially in high risk ven-
ture capital companies in the industries of Biotechnology, Communications, Technology and Internet.

2 Investment in Venturetec, Inc.
Venturetec, Inc., Tortola, British Virgin Islands, is a wholly-owned subsidiary of New Venturetec Ltd., incorpo-

rated on September 11, 1996, with a share capital of USD 20 million. As of September 30, 2004, the Company’s
venture capital investments are held via this subsidiary. A list and further details of these investments are set out
in note 6 to the consolidated financial statements of New Venturetec Ltd. as of September 30, 2004. 

As of September 30, 2002 a valuation adjustment of CHF 25 million had been recognized to maintain a rea-
sonable assessment of the investment’s revised carrying amount (CHF 100 million) in comparison with the Group’s
net asset value (approximately CHF 108 million) as disclosed in note 7 to the consolidated financial statements.

3 Accrued expenses and deferred income
Accrued expenses and deferred income include unrealized foreign exchange gains in the amount of CHF

1,288,236 (2003: CHF 1,930,816).

4 Share capital and additional paid-in capital
The share capital as of September 30, 2004 consisted of 5,000,000 bearer shares with a par value of CHF 12.50

each, fully paid in. As of that date, Bâloise-Holding, Basel, held 7% (350,000 shares), and Beamtenver-
sicherungskasse of the Canton of Zurich held 6.4% (320,000 shares) in New Venturetec Ltd.

Based on a decision of the shareholders during their general meeting dated November 28, 2002, accumulated
deficits of CHF 26,223,200 were offset against the additional paid-in capital.

Proposal by the Board of Directors of New Venturetec Ltd. for 
the Appropriation of Retained Earnings as of September 30

2004 2003
CHF CHF

Retained earnings brought forward 114,046 0
Net profit for the year 115,471 114,046

Retained earnings 229,517 114,046

Proposal by the Board of Directors:

To be carried forward 229,517 114,046
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