
WWW.VCAA.CA

Venture Capital Association of Alberta
S U M M E R  N E W S

2016

1

I N S I D E

To follow-on or not? 1, 3

Executive Director Message 2

In the News 3

Grand Canyon Charity Run 4

Accellerate AB  
Attendee Overview 5

The Digital Divide 6

Upcoming Events 7

C O N T A C T  U S

c/o Avrio Capital 
#235, 600 Crowfoot Cr NW 
Calgary, AB  T3G 0B4

(403) 690-8204 
rebecca.giffen@venture-edge.com

To follow-on or not? 
By Michael McGee
“You’ve got to know when to hold 
‘em, know when to fold ‘em, know 
when to walk away, know when to 
run”, these words from the 1978 
hit single “The Gambler” by Kenny 
Rodgers resonates with me not 
only because of the upcoming 
Calgary Stampede festivities but 
because they characterize one of 
the most difficult decisions and 
emotional circumstances faced by 
investors, entrepreneurs and other 
stakeholders alike.  

I am not talking about when all 
stakeholders have a winning hand 
and must decide between a series 
of competitive offers for a company, 
as that is a relatively good problem 
to have. I’m talking about when an 
investor is holding no face cards, 
the company (“Investee”) is on 
the brink of insolvency and after 
multiple rounds of financing the 
investor must decide whether they 
are going to continue funding the 
struggling company in the face of 
continued uncertainty, all the while 
being fully mindful of the often dire 
consequences that a decision not to 
fund will have on the Investee, its 
founders and employees.   

In some cases, investors are fortunate 
enough to back entrepreneurs in 

companies where everything goes 
well; there is a capable management 
team, a differentiated product 
offering, a great value proposition, a 
rapidly growing and large addressable 
market, barriers to entry and on exit, 
a host of prospective buyers willing 
to pay a premium for the business.  Of 
course every investment thesis usually 
starts out this way but Murphy’s 
Law, being ever present, dictates 
that many companies inevitably face 
significant challenges which they have 
to overcome and these may require 
not only a slight pivot but in some 
cases, a wholesale change of direction, 
together with accompanying new 
investment dollars.

Investors who have had to roll up 
their sleeves to help a business 
work through significant challenges 
recognize how time consuming 
and emotionally taxing this 
process can be for all involved.  
This is particularly so where there 
is a pressing requirement for 
follow-on investment and where 
continued uncertainty regarding 
the path forward and outcome 
makes achieving a consensus 
on the appropriate risk return 
profile (i.e., value for the company) 
difficult.  Negotiations between 
those providing the follow-on 
investment and those who are not, 
are virtually certain to leave many 
stakeholders disenfranchised. 

Continued on Page 3
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Technology, innovation, and 
venture capital seem to be at the 
forefront of discussions around the 
economic future of Alberta these 
days. The VCAA and the CVCA have 
been working with our various 
levels of Government to create a 
favourable environment for venture 
capital investment. To that end, the 
Provincial Government of Alberta 
has made several decisions that are 
highly supportive of our industry, 
including the recapitalization of the 
Alberta Enterprise Corporation and 
an announcement of a forthcoming 
Investment Tax Credit. 

The VCAA continues to grow its 
membership with a strong base 
of venture capital firms, strategic 
investors and related service 
providers. This quarter, I would like 
to welcome new member District 
ventures to our association. We 
actively encourage our membership 
to  have an interest in technology 
investment in Alberta. We are looking 
to grow our membership base further 
in the coming months and I encourage 
all existing members to assist us. 

Gearing Up 
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A stronger base of members will 
allow us to continue to represent the 
industry on a provincial, national and 
ultimately, international level.

The VCAA has just completed our 
annual general meeting and strategic 
planning session.  The Board and 
our invited guests spent the better 
part of an afternoon setting priorities 
and goals for the VCAA for the next 
year. I look forward to sharing these 
with you in upcoming editions of our 
newsletter. I would also like to thank 
the current Board of Directors for 
all, once again, agreeing to serve for 
another year.  

It has been a busy spring on the 
events front with AccelerateAB taking 
place in late April, the CVCA annual 
conference taking place in late May 
and TSXIgnite taking place in June 
in Calgary. The VCAA is proud to be 
a supporter of all of these events. 
The Stampede event is also fast 
approaching, taking place on July 16. 
We currently have less than 10 tickets 
available for sale, so if you have not 
already done so, I encourage you to 
register for this event.

In this edition of the newsletter, we 
have several articles that should pique 
your interest.  Brad Pierce writes 
about his run through the Grand 
Canyon in support of the Calgary 
Silver Linings Foundation, while 
Whitney Rockley of McRock Capital 
writes of the “Digital Divide”.

We always welcome submissions for 
our newsletter from the community; 
please do not hesitate to get in touch 
if you have a contribution. 

I look forward to working  
with all of you.

Rebecca Giffen 
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Companies and entrepreneurs going 
through these types of challenges 
need to be mindful that fund 
managers, both Venture Capital 
(“VC”) and Private Equity (“PE”), 
are professionals that invest other 
people’s money.  They raise capital 
for their own funds from sources 
typically referred to as Limited 
Partners (“LP’s”), which include 
pension funds, financial companies, 
corporations, and individuals, 
among others.  Fund managers 
are then tasked with providing a 
solid return on investment on this 
capital which means they usually 
invest in multiple companies and 
only some of these do well. 

VC industry insiders sometimes 
refer to the 2:6:2 rule which is 
that an average portfolio of ten 
investments will include two losses 
(e.g., companies go bankrupt), six 
moderately performing companies 
(may break-even on the investment or 
lose a little) and two very successful 
returns.  If a fund manager is 
operating in an environment where 
Unicorns (start-ups valued over $1B), 
let alone 10X returns are few and 
far between, the incentive may be 
greater for them to work their way 
out of a problem situation (i.e. get 
their original investment back) as this 
could have a significant impact on the 
overall return of their fund.  

Entrepreneurs also need to be 
mindful that investor’s follow-on 
decision may be impacted not only 
by circumstances unique to their 
business but by what else might be 
happening in the fund manager’s 
overall investment portfolio.  These 
include but are not limited to:  a) 
Where the fund is in its life cycle?  If 
in the early stages of a typical 7-10 
year fund, there may be plenty of 
time yet to turn an Investee around 
and exit, however, if in the later 
part of the fund term, this may not 

be the case.  b) How much reserve 
capital has yet to be deployed in 
the fund?  If the fund manager has 
not reserved enough capital for 
follow-on investments, they may 
be reluctant to invest in anything 
but the companies showing the 
most promise.  c) Has the fund 
got the internal management 
bandwidth to do the heavy lifting 
on an investment?  d)  Does the 
fund’s portfolio already have a big 
winner or Unicorn included in it?  
If so, perhaps the fund manager 
is less concerned about saving 
the investment in a struggling 
company.  e) Reputational risk to the 
investment manager.   

Investment professionals are 
not unlike entrepreneurs, we 
hate to be wrong, hate to admit 
defeat, love a challenge and often 
become emotionally attached to 
our Investee management teams.  
We all want to see our Investees 
succeed but that desire has to 
be balanced with the knowledge 
that we need to provide our LP’s 
appropriate risk adjusted returns.

While problem companies can 
take up an inordinate amount 
of an investors’ time and energy 
(representing a very real opportunity 
cost), entrepreneurs can rest 
assured that the follow-on decision 
is taken very seriously, is often 
subject to greater scrutiny and 
certainly more lively debate than 
the fund managers’ initial approval 
process but will ultimately be based 
primarily on business fundamentals.   

In closing, I think it is safe to conclude 
that knowing when to push back from 
the table can be one of the most gut 
wrenching decisions for all stakeholders.  
Turning a business around requires 
a significant amount of tenacity, 
confidence and of course good luck but 
either way, I think it serves to highlight 

a paradigm that I have come to believe: 
the real difference between a good 
investment partner and entrepreneur 
alike is how they carry themselves not 
when everything is going well but how 
they behave when things go sideways.  
Our experience has shown that some of 
Avrio’s best deals have been investments 
which have not gone accordingly to 
plan and where all the stakeholders 
collectively put their minds and capital 
into turning things around.

 

In the News
Alberta Enterprise 
Corporation Expands Team
Alberta Enterprise is pleased 
to announce that Paul 
Godman has joined the team 
as Director for Investments. 
Paul is passionate about 
advancing the transition to a 
diversified and sustainable 
energy economy in Alberta.
He has direct experience with 
many of the tools driving this 
change, including corporate 
and venture capital finance, 
renewable energy, as well 
as leadership in corporate 
sustainability. Prior to 
joining AEC, Paul held roles 
managing EnCana’s clean 
energy corporate venture 
fund, managing Cenovus 
Energy’s Sustainability Team, 
as well as roles with TransAlta 
hydro operations and in 
environmental consulting.  
He has also served as the Chair 
of the non-profit the Alberta 
EcoTrust.  Paul holds an M.Sc. 
from the University of Calgary, 
a B.Sc. from the University of 
Waterloo, as well as various 
accreditations in finance and 
leadership. Welcome Paul!
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Grand Canyon  
Charity Run 
By Brad Pierce 
On April 30th, 2016 a small group of 
Calgary Silver Linings Foundation 
supporters, including VCAA Board 
member Brad Pierce, sought to  
complete the Rim to Rim to Rim 78 
kilometre Ultramarathon in the Grand 
Canyon to help raise funds for the first 
residential eating disorder treatment 
facility in Southern Alberta.

Arriving the day prior, the group was 
met with mixed weather. However, the 
occasional sunny break through the off-
and-on rain offered some spectacular 
views of the Grand Canyon.’

The camera does not do justice to 
this wonder that in an instant has 
the world dropping away and leaving 
those of us somewhat afraid of heights 
standing two feet behind the railing.

After a quick photo op before yet 
another bout of rain, the team 
rendezvoused in Tusayan for a pre 
run dinner and logistics session. 
Upon assessing conditions, the 
desires of the group on route and 
timing, we agreed to split into two 
groups with one group of three made 
up of the stronger runners leaving at 
4:00 am, determined to make the 

North Rim, and a second group of 2 
runners leaving at 7:00 am.

After an early morning nutrition 
shot, the two groups made their 
way down below the rim with the 
stronger crew taking the flatter, 
though less scenic, Bright Angel Trail, 
while the “touristy” group took the 
dramatic South Kaibob trail, each 
taking two to two and a half hours to 
reach the Colorado  River. The views 
from the South Kaibob trail speak for 
themselves, but again the pictures 
don’t do justice.

Fortunately the rain and sleet 
held off most of the way down 
and partially up the North Kaibob 
trail, though the stronger group 
reached the North Rim in blizzard 
conditions and did not linger.

The two groups met at Ribbon 
Falls just below the Cottonwood 
Campground and made the 14 or 
so kilometre run back down to the 
Colorado River and Phantom Ranch 
for a welcomed fuel and water break. 
At this point the team’s good fortune 
ran out with the heavens opening up 
as we started the 19 kilometre trek 
back up Bright Angel Trail amidst 

thunder and lightning throughout 
the canyon. Conditions were arduous 
with 6-inch mud puddles each step 
up and the group spread out on an 
otherwise deserted trail (which 
normally has hundreds of people!).

 A wet and frozen but determined 
group linked up again at the 
Indian Campground 7.5 kilometres 
below the South Rim fortunately 
hidden in the clouds, preventing 
the group’s discouragement.

15 hours, 78 kilometres, and 5700 
metres in elevation later for the 
stronger group, and 12.5 hours, 
50 kilometres, and 3500 metres 
in elevation later for the second 
group, the team finally made  the 
South Rim to be warmly greeted 
by waiting friends and family 
(the group having drastically 
under estimated and wrongly 
conveyed the time required).

Despite the hardship, each member 
of the team was happy to reach 
their goal or personal best, and 
more importantly, raising $75,000 
towards their cause.  A huge 
thank you to all for supporting!
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Attendee Overview
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Roundtable Startups
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The AccelerateAB Conference would like to express its deepest appreciation to all of our sponsors for their support with the 2016 
edition of AccelerateAB. Through this collaboration, we were able to achieve our goal of being the “entrepreneurs’ conference”, as 
well as providing ongoing support to the startup ecosystem in which we work, live and play. Thank you!” – Cynthia van Sundert, 
Executive Director, The A100 (organizing partner).



1 Cisco Chairman, John Chambers, IoT World Forum December 2015, Dubai
2 Source: Machina Research, IDC, ABI Research, Cisco Consulting Services
3 Source: ABI Research, Business Insider, Cisco, EMC, Ericsson, Forbes, Gartner, Hammersmith Group, Intel, Internet Consensus, Internet World Stats, Machi-
na Research, Navigant Research
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This graphic shows the advancing surge of connected devices using the Internet.  
Source: ncta.com/platform/broadband-internet/behind-the-numbers-growth-in-the-internet-of-things/
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THE DIGITAL DIVIDE  
Previously published in [PC Magazine]

By Whitney Rockley
Disrupt or Be Disrupted. In the ever 
accelerating world of technological 
advancement this statement is 
not just a clever tweet, it’s a sober 
competitive reality. We live in a 
digital world where every company, 
industry, city and country is being 
disrupted at a very fast pace. Recent 
history proves that new winners are 
emerging and past champions are 
afforded no certainty. 

The Digital Age, which officially 
began in 2010 and is expected to 
continue until 2030, will be 5-10 
times bigger than the Information 
Age (1990 – 2010).1 This Digital 
Age is driven by the Internet of 
Things (IoT) and is estimated to 
have an economic benefit over the 
next decade of $19 trillion, or the 
equivalent to the US economy today. 
The Digital Age takes us beyond 
simply accessing volumes of data. 
It moves us closer to controlling 
and predicting complex outcomes. 
Advancements in software analytics 
and operational automation will 
drive a major wedge in the growing 
digital divide.

The inflection point of the Digital 
Age arrived in 2015 when we 
looked back to see how far we had 
come. Here’s the IoT growth by the 
numbers2 since 2012: 

• 18.2 billion3 things connected to the  
Internet today versus 8.7 billion;

• 13x growth in sensors shipped; 

• 5.9 billion machine-to-machine 
connections (M2M) in place today 
versus 2.6 billion connections; 

• $779 billion in IoT revenue today 
versus $450 billion;

• 2x growth in M2M service 
revenue of $122 billion today up 
from $66 billion; and

• $1.4 billion in predictive mainten-
ance revenue versus $400 million.

Over the past five years we have 
seen the number of corporate 
groups engaged in the IoT and, more 
specifically, the Industrial IoT (IIoT) 
soar. Corporate consortia involvement 
has grown 50-fold since 2012. Today 
more than 350 different corporations 
belong to IoT consortiums as they 

prepare to survive and thrive in the 
new Digital Age.

 McRock was founded in 2012 when 
only a handful of corporations like 
Cisco and GE seriously understood 
the potential of the IIoT. We had 
a vision that the profound digital 
transformations taking place in the 
consumer and enterprise markets 
would similarly provide massive 
opportunities and disruption to large 
trillion dollar industries.

Today companies such as Électricité 
de France, Schneider, Pitney Bowes, 
SKF, Siemens, Rio Tinto, and 
Schlumberger have now started the 
transition into the Digital Age. GE 
has aggressively positioned itself as 



“One Canadian IoT technology company that has figured out the 

ROI from its products is RtTech Software, a Moncton, N.B. firm. 

The company has developed apps that help industrial clients − 

ranging from window and door manufacturers and bottling plants 

to corporate giants such as Michelin, Rio Tinto and Potash Corp − 

improve their operational efficiency”. –GE Digital, 2016

“Not only are we getting peace 

of mind of a platform that can 

scale to millions of appliances 

and billions of data points, but 

mnubo also gives us access to 

advanced data science and 

machine learning capabilities”.  

–CaSA, 2016
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the Digital Industrial company.  This 
provides exciting opportunities for 
venture-backed IIoT tech companies 
looking for reputable customers, 
channel partners and ultimate 
acquirers.  

Canada is well positioned to 
be a leader in the IIoT given its 
formidable resource sector, highly 
technical workforce, and innovation 
eco-system. Companies like Dundee 
Precious Metals have created a 
completely connected underground 
mine. BC Hydro has reduced energy 
theft by 75% and generated $224 
million in self-service savings. The 
City of Mississauga has sensored the 
city to significantly improve public 
safety. Equally as exciting, IIoT tech 
companies in Canada are leading 
the charge with global deployments, 
profitable business models and 
demonstrable scale.  

Take industrial app company, RtTech 
Software, based in New Brunswick. 
RtTech has deployed its industrial 
apps with 30 top-tier customers in 
67 sites across the world. In 2016, 
RtTech launched a project with 
ADM Engineering and Clearwater 
to optimize production and reduce 
equipment downtime aboard state-
of-the-art fishing vessels. These 
floating factories are using RtTech’s 
cloud-based software app deep 
in the Atlantic Ocean to enhance 
production capacity and equipment 
performance.

mnubo is another example of a 
Canadian IoT tech company that 
has experienced impressive growth 
since its inception only four years 
ago. The team has worked with a 
variety of customers in the smart 
home, manufacturing and agriculture 
sectors. In April 2016, mnubo 

announced it was collaborating 
with CaSA, a Montreal-based energy 
management company, to deliver 
actionable insights to thousands of 
connected smart home clients.

These are just two of many examples 
of how Canadian IoT tech companies 
are working with corporations to 
enter the Digital Age. The companies, 
industries, cities and countries 
taking action today will be the 
leaders of tomorrow because they 
understand they must keep moving 
or die. Which side of the digital 
divide are you on?

Whitney Rockley is the co-founder 
and managing partner of McRock 
Capital, an entrepreneurial venture 
capital fund focused exclusively on 
the Industrial Internet of Things.  
For more information and reports  
on the IoT and IIoT, visit 
mcrockcapital.com and follow  
@McRockCapital on Twitter.

VCAA Stampede Event 
July 16, 2016
Calgary, AB  
vcaa.ca

Banff Venture Forum 
September 22 & 23, 
2016
Banff, AB  
vcaa.ca

VCAA Conference  
& Ski Day 
February 2017
Lake Louise, AB  
vcaa.ca

Upcoming Events
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The 2016 Co-op Wine Garden 
(Rodeo) package includes: 
• Entry to Stampede Park

• Private area shared with other groups within  
the Wine Garden

• Wine tasting

• Lunch buffet of Gourmet cuisine prepared by  
our Executive Chef

• $10 Food and Beverage voucher and Parting gift 

• Reserved seats in the Level 5 section of the 
Grandstand to watch the Afternoon Rodeo

Limited Tickets Available  
Grab yours today!

2016 Stampede  
Co-op Wine Garden & Rodeo
July 16, Calgary, AB

For more information contact: Rebecca Giffen 
Rebecca.giffen@venture-edge.com, phone 403-690-8204


