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Pangaea Ventures

• Vancouver-based venture capital firm investing in materials science, 
chemistry and biotech companies 

• Founded in 2000, invested 3 funds and presently raising fund #4

• Focus on four market segments: Energy, Electronics, Health, and 
Sustainability

• Both seed stage and later stage investment focus



Stages of Funding
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Early Rounds of Funding





Sources of Funding





Types and Sources

Types 
• Grants/ Bursaries /Tax Credits 

• Equity Funding – minority or majority 
ownership, Common or Preferred 

• Debt – Secured, unsecured, convertible 

• Line of Credit 

• Accounts Receivable Financing / Asset 
based lending 

• Joint Ventures / Strategic Partnerships 

• Combination(s) of the above 

• IPO 

Sources
• Friends and Family 

• Angels 

• Family Offices 

• VC’s 

• Private Equity 

• Strategic Partners 

• Distributors / customers / vendors 



Angels

• Angels can invest as early as the idea stage and as late as the last 
round before a VC or private equity round. It all depends on the 
preference of the individual investor. 

• The typical angel investment is $25,000 to $100,000 a company, but 
can go higher.

• Angel investors provide more favorable terms compared to other 
lenders, since they usually invest in the entrepreneur starting the 
business rather than the viability of the business. 

• Angel investors are focused on helping startups take their first steps, 
rather than the possible profit they may get from the business. 



Venture Capital

• Private capital for early stage, high risk -high reward businesses

• Investors acquire % equity ownership and typically are involved in 
management and growth of company (Board of Directors)

• Sources of capital: fund founders, high net worth individuals, investment 
funds, corporations etc.

• High risk, high potential for reward

• Fund <0.05% of all companies in deal flow

• Opportunities were we can add value beyond $

• Investment mandate guides strategy: (stage of company - seed, series A, 
series B…, technology focus, geography etc.)

• Fund Structure: (fixed life – typically 10 years; evergreen)



Private Equity

• Variety of definitions

• Facilitates succession and growth by partnering with exceptional 
management to own and grow businesses; typically Leverage Buy 
Outs/Management Buy Outs 

• Sources of capital: high net worth individuals, institutions.



Finding good companies is hard
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Funding Landscape



Canada Venture Capital (YTD Q3 2016)
• The $2.1B invested in the first 3 quarters of 2016 is 9% shy of the total invested in all of 

last year and more than any previous single year since 2007. 

• Average VC deal size this year is $5.83M, the highest since 2013. 

• $605M invested over 111 deals in Q3 2016, 8% higher than the quarterly average 
($562M) since 2013. 

• Ranked first and second respectively in terms of both YTD number of deals and dollars 
invested, Ontario ($1B invested over 134 deals) and Quebec ($629M invested over 115 
deals) saw their average VC deal size average spike by 44% (to $7.5M) and 46% (to 
$5.7M). 

• Of the $716M invested in the top 10 VC deals of 2016, $454M (63%) was invested in 
early stage companies and $262M (37%) in later-stage companies. 

• The largest YTD disclosed exit involving Canadian investors involved the acquisition of 
Privacy Analytics Inc. by IMS Health for $44M. Investors included BDC Capital Inc., Fight 
Against Cancer Innovation Trust (FACIT), IMS Health, MaRS IAF, Purple Angel and 
Vanedge Capital Partners Ltd.

CVCA: VENTURE CAPITAL & PRIVATE EQUITY CANADIAN MARKET OVERVIEW: YTD Q3 2016





Angel Community

• 32 Angel groups across Canada, representing 1,650 active Angels made 283 investments 
amounting to $133.6 million.

• A majority of Angels (67%) are located in Central Canada, with 28% in Western and 5% in Eastern 
Canada.

• The average deal size was $1.16 million, stabilizing around 2014 figures.

• 63% of funding falls within 2 sectors: ICT (information-communication technology) and Life 
Sciences (health related companies).

• 75% of the deals are syndicated, involving capital outside the Angel group and receive more 
investment.

• 57% of syndicated deals involved syndication with other Angel investors, 9% involved syndication 
with Venture Capital.

• 12 positive exits were recorded of which six were M&As, two were an IPO, and four were sales to 
new or existing shareholders.

• Central Canada continues to be the hotspot for Angel investment activity with 71% of investments 
made in the area.





Angel Community

• Anges Quebec (Quebec) 

• Brightspark (Toronto) 

• China Canada Angels Alliance Ltd. (Toronto) 

• First Angel Network (Halifax) 

• Full Stack (Vancouver) 

• Georgian Angel Network (Blue Mountains) 

• GTAN (Cambridge) 

• Invest-Tech (Calgary) 

• Keiretsu Forum Vancouver/BC (Vancouver) 

• Maple Leaf Angels (Toronto)

• NACO (National Angel Organization)

• Open Angel (Vancouver) 

• Newfoundland and Labrador Angel Network 
(St. John’s) 

• Niagara Angel Network (Niagara Falls) 

• Northern Ontario Angels (Thunder Bay 

• Omega Star (Mississauga) 

• Saskatchewan Capital Network (Saskatoon) 

• Southwestern Ontario Angel Group (London) 

• Vancouver Angel Technology Network (West 
Vancouver 

• Windsor Essex Capital Angel Network 
(Windsor) 

• York Angel Investors (Markham) 

• iGan Partners (Toronto) 



Most active seed investors in Canada between 
2007 and 2015

Investor Name 
Investments Active Investments Capital Invested

Business Development 
Bank of Canada

49 43 $69.16

Real Ventures 45 37 $73.21 

MaRS Investment 
Accelerator Fund

34 28 $40.39

Innovacorp 20 19 $19.16

GrowLab 14 11 $0.64

iNovia Capital 13 12 $22.67

Communitech
HYPERDRIVE

13 11 $4.27

Pitchbook



Investor ‘Relations’



Money Multiple

Frequency

60% 30% 10%

0-3x 3x-10x 10x+

Venture Return Profile



From pitch to close

• Going back and forth with 
investors can be hard. 

• This entire process varies from 
fund-to-fund, and depends on how 
quickly YOU are able to get the 
process moving. Usually takes 1 
quarter. 

1 of out 100 companies may make it 
through this process



Term Sheets

• Documents that define relationship between you / your company and 
the investor 

• Represents a set of deal terms and the valuation, which go hand in 
hand 

• Deal terms are levers to adjust valuation 

• Valuation and terms are driven as much by qualitative factors as by 
the quantitative elements 

• Use terms to address specific risks 



What to watch out for

• Founder Vesting: You have to earn your stake in the business. Be familiar with the when 
your shares vest and reverse vesting schedule. 

• Board Structure: What is the investor proposing? Does it look like the kind of board you 
want to report to, or that can help your business succeed? 

• Option Pool: If you don’t have one already carved out in the cap table, be weary of how 
the investor is weaving it into the term sheet. Is it coming in on the pre-money valuation 
or post-money valuation? 

• Valuation: A high valuation isn’t necessarily a good thing. Comes with big expectations, 
and a bigger possibility of a down round in the future. 

• Liquidation Preference: How many times the investor can dip into his/her principal at 
the time of exit. Also sets the conversion price for convertible preferred shares. 

• Participation vs. Non-participation: Often used in combination with liquidation 
preference. Participation entails getting the liquidation preference AND pro-rata share of 
the remaining piece of the pie. 

Prof. Yael Hochberg – Kellogg School of Mgmt



Valuations



Valuation Techniques - Overview

Concept Established 

Profitable

Qualitative Quantitative

?

Start-up Expansion/Growth



The Basics

• Valuation is an exercise to determine how much a company is worth

• Often, multiple approaches are used to arrive at a valuation range

• Can sometimes be VERY subjective, especially at early stages

• A company is only worth as much as an investor or acquirer is willing 
to pay for it today. (ideally there is more than one interested party)

• Can sometimes be driven by FOMO – kind of like Vancouver real 
estate



Strategic vs. Financial Value

• What are motivations for interest in this business?

• Is it complimentary to my business? 

• Is the investor looking for financial return? 

• What else? 



Arriving at a VC Valuation: What’s important?

Entrepreneurs / Founders

• Dilution

• Control over direction of the 
company

• Having enough $ to hit 
development milestones

Investors

• % ownership

• Future cash requirements of 
company

• Company assets (e.g. land, 
equipment, IP)

• What is the exit potential here?



Methodologies:

• Comparables

• Discounted Cash Flow

• Risk Adjusted NPV
• probability weighted future cash flows

• Venture Capital Method
• Expected exit valuation and time to exit, and required rate of return inform 

this valuation



Comparables

• Look at the valuations of similar transactions and companies

• Consider:
• Stage of business

• Timing of cash flows 

• Size 

• Growth rate

• Risk

• May include VC backed companies, M&A transactions and publically 
traded companies (Price / earnings ratio)



Median early-stage pre-money valuations ($M) 
by year in U.S.

Pitchbook



DCF and NPV

• Analysis is only as good as your assumptions about timing, size of 
cash flows, and risk

• Discount rate = required investor return

• May also conduct Monte Carlo Simulation (multi-scenario analysis) to 
determine valuation range



Informing a valuation

• VC Math

• Capital requirements of company and the industry in general

• Recent financing transactions AND exit data (to inform our VC math)

• Public market comparables (P/E ratio)



VC Math

• Every investment needs to provide the possibility of a 10x return. 
Most won’t. 

• If I invest in startup co at x valuation what is the likelihood it will IPO 
or be acquired at 10x that valuation in the future? How much VC 
capital will be required to achieve this? 



Other levers available to VCs

• Liquidation preference (who gets paid out first and how much – 1x, 
2x, 3x paid in capital)

• Participating vs. non participating shares

• Discount rate on convertible debt investments

• Secured debt (assets of company assigned to major investors in the 
event of company failure)

• Anti-dilution preferences



De Novo Ventures



Exit

• What does an exit look like (M&A, LBO, IPO)? Who are we trying to 
sell to?

• What is the timeline?

• How much cash do we need to get there?

• Do we want to exit? Grow the business ex. Build Direct



Resources

• Crunchbase

• Angel.co/valuations

• Gust.com



Final Thoughts



• Be sure you have the resilience to see something through – “Failing Fast” is 

not an excuse for impatience

• Think about the right Founder Market Fit: You are the target market, You 

are uniquely qualified to tackle this problem, You have found a niche within 

a large market

• Horse or Jockey?

Questions?



Janelle Goulard

Janelle@pangaeaventures.com

linkedin.com/in/janellegoulard

mailto:Janelle@pangaeaventures.com

