
SCOTT EELLS/BLOOMBERG NEWS

ENTREPRENEURONLINE
Keeping your head up, as Wayne Gretzky

would say, is not just good advice in hockey.
financialpost.com/entrepreneur

CANADA’ S BU S I N E S S VO I C E , MONDAY , MAY 1 6 , 2 0 1 1

SPENCE:WHY ‘TRUST’ IS YOUR SECRETWEAPON. FP4

Dealfind
funding
bodeswell
for sector

MAPLE
GROUP
REFUTES
CRITICS

$31-MILLION

BY JOHN GREENWOOD

AND BARRY CRITCHLEY

TORONTO • A group of major
banks and pension funds that
hopes to buy TMX Group
Inc. has revealed details of its
proposal inwhat appears to be
a bid to deflect criticism that
its plan would push Canadian
capital markets backwards by
converting stock trading into
amonopoly.

The so-called Maple Group
Acquisition Corp. said in a
statement Sunday that its $3.6-
billion proposal “will make
TMX Group more competitive
and ensure the market as a
whole, andmarket participants
individually, benefit.”

The consortium, including
fourof themajorbanksand five
of the largest pension funds,
is offering to buy the Toronto
Stock Exchange owner for
$48 a share in cash and stock
— a significant premium to an
existing offer of about $40-a
share tabled by the London
StockExchange inFebruary.

The group confirmed Sun-
day that its members are: CIBC
World Markets Inc., Scotia
Capital Inc., TD Securities Inc.
and National Bank Financial
Inc. on the bank side; and, on
the pensions side, Alberta In-
vestment Management Corp.,
Caisse de dépôt et placement
du Québec, Canada Pension
Plan Investment Board, Fonds
de solidarité des travailleurs du
Quebec, and Ontario Teachers’
PensionPlanBoard.

It does not include Canada’s
biggest bank, the Royal Bank,
or Bank of Montreal, both of
which are advising the TMX
and the LSE on their friendly
merger.

Maple said it believes its of-
fer will enable TMX “to achieve
the scale and efficiency it needs
to be successful in an increas-
ingly competitivemarketplace.”

Whenrumoursof thegroup’s
plan began circulating in re-
cent weeks, industry insiders
worried that it would convert
Canada’s stock exchange sec-
tor back into a monopoly con-
trolled by the banks.

But in its statement Maple
refuted that idea, pointing
out that the banks would be
minority owners. The largest
shareholders in the new com-
pany, it said, would be exist-
ing TMX investors with a 40%
stake, followed by pension
fund members of the group
with 35%.

See GROUP on page FP2
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BY JAMESON BERKOW

T O R O N T O • Amids t a
drought-stricken Canad-
ian venture capital industry,
DealfindInc. just hit liquid.

The Toronto-based group-
buying website announced
Monday $31-million in new
funding from three venture
capital firms, two of themCan-
adian. Georgian Partners and
the Ontario Venture Capital
Fund, both based in Toronto,
and New York-based Insight
Venture Partners are contrib-
uting funds in exchange for
minority interests in Dealfind.

VC funding levels in Can-
ada stand at a 16-year low, ac-
cording to a report last week
from PricewaterhouseCoop-
ers (PwC). But new major
investments, such as that to
Dealfind, could signal a long-
overdue resurgence for the in-
dustry.

“Think of spring when you
see green shoots sprouting up
after a long winter,” said Rich-
ard Remillard, executive dir-
ector of the Canadian Venture
Capital Association (CVCA),
emphasizing the word ‘long.’
“This might be another green
shoot that is springing up.”

Unlike individual or “angel”
investors, which the PwC re-
port said provided the bulk of
financing for emerging Canad-
ian software outfits for the past
two years, VC funding comes
withmoney as well as a bevy of
expertise and coveted industry
connections that can help new
players compete aggressively
on a global level. For Gary
Lipovetsky, Dealfind’s pres-
ident, the non-monetary bene-
fitswere farmore attractive.

“We never actually needed
the money,” Mr. Lipovetsky
said. “What is more important
to us than the funds is their
contacts in the industry and
their knowledge and overall
experience with taking com-
panies to amuch higher level.”

“Because, quite frankly,
Mike [Tulman, chief executive
of Dealfind] and I had enough
money.”

That’s not to suggest new
financing won’t be put to
good use by the Web-based
service, which celebrated its
first anniversary in early May.
Operating in 25 cities today
— technically 28 as of Monday
morning — Dealfind plans to
quadruple that figure, aiming
to be in 100 North American
markets by 2012.
See VENTURE on Page FP7

BY CHRISTINE DOBBY

Canadian entrepreneurs are
cautiously optimistic about
the future, but most remain
unlikely to take an aggressive
approach to growth this year,
a new poll of mid-sized busi-

nesses suggests.
The Ernst & Young LLP/Fi-

nancial Post survey conducted
in April and released Mon-
day, is the first of four polls on
entrepreneurs’ post-recession
outlook. More than a third of
respondents (37%) said they
were more optimistic about
their own company’s future
than theywere sixmonths ago.
But about another third (36%)
said their view on the issue
had not changed, while almost
28% took a dimmer view of

their company’s prospects.
Brian Allard, a partner with

Ernst & Young and senior vice-
president of Ernst & Young
Orenda Corporate Finance Inc.,
characterized the results as en-
couraging in general. However,
he highlighted the contrast to
a global survey of capital confi-
denceErnst&Youngconducted
earlier this year, which found
78% of Canadian businesses
were more upbeat than they
hadbeen sixmonths earlier.

See SURVEY on Page FP5
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Bigger companies
more upbeat,
new poll shows

$3.6B BID FOR TMX

For older
Canadians, the
good news is it’s
unlikely they’ll
starve. But like
any business,

they’ll have to cut
back on expens-
es, raise revenues

by working
longer or both

L et’s say you’re one of the legions
of older Canadians who ignored
the siren call of the retirement-

savings community. As time went on,
you were so busy making ends meet
and raising a family that you figured
the future would take care of itself.

So, like 40% of all Canadians, you
saved nothing, as Ipsos-Reid found in
a recent survey.

Now the future has arrived. No big
corporate pension, no golden hand-
shake, no giant RRSP, no big insurance
payoff on the death of a spouse and no
11th-hour hail-Mary lottery win.

In short, you have run into what
Vancouver financial advisor Adrian
Mastracci dubs “the dreaded shortfall,”
usually experienced after age 50. Lack
of savings is the most common cul-
prit, but shortfalls can also arise from
medical emergencies, divorce, stock-
market losses, layoffs, underfunded
corporate pensions or falling too far in
debt.

What to do? Like any business, you’ll
have to cut back on expenses, raise rev-
enues (by working longer) or both.

The good news is it’s unlikely you’ll
starve. Those who figured the govern-
ment would be there for them in old
age are partly correct: Old Age Secur-
ity and the Guaranteed Income Sup-
plement (OAS/GIS) provide roughly
$20,000 a year for senior couples
that — as one actuary put it — never
worked a day in their lives or saved a
penny.

This assumes you’ve reached the
magic age of 65 and have lived in Can-
ada long enough to qualify. Since it’s
a rare person who reaches that age
without being in the workforce —
homemakers are the main exceptions
— most will get something from the
Canada Pension Plan (CPP).

See CHEVREAU on Page FP2
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Tuesday Partners in Innovation, 7:30 a.m. to 9 a.m., Toronto
BoardofTrade, First CanadianPlace, Toronto. $65 formem-
bers; $85 for non-members; bot.comor email gbailey@bot.
com Tuesday to Thursday Plant Management and Design
Engineering Show, 10 a.m. to 5 p.m., Place Bonaventure,
Montreal. Costs vary; pmds-simu.com or email canada-
sales@sme.orgWednesday A Day on the Fairway: Annual

Golf Tournament, 10 a.m. to 8 p.m., The Country Club, 20
Lloyd Street, Woodbridge, Ont. $250-$300; www.bot.com
or email gbailey@bot.comThursday Richard Ivey School
of Business: Growing a Small-Medium Business, 6 p.m. to
8 p.m., First Canadian Place Gallery, Toronto. $10 to $40;

marsdd.com or email marsdiscoverydistrict@marsdd.com
Friday CSI Sandbox Series: Authentic Leadership, 9:30 a.m.
to 5 p.m., Centre for Social
Innovation, suite 120, Toron-
to. socialinnovation.ca. Com-

piled by Ashley Csanady,

Financial Post

BU S I N E S S C A L ENDAR
Hit the greens or hit the books to learn about growing your small business

T his column is about
i n su r an c e . And
since this column is
supposed to intro-

duce budding entrepreneurs
to legal issues, you may well
wonder why I would choose to
write about insurance.

Here’s why. Litigation is
really about insurance. Sure,
there are people out there
with the financial means to
sue one another on their own
dime. But that’s pretty rare. A
lot of civil cases, perhaps even
most, are actually funded by
insurance companies.

Plaintiff-side lawyers don’t
encourage their clients to
sue unless there’s a chance
to recover some money. The
plaintiff-side calculation boils
down to whether the potential

defendant has any assets or
insurance. When a suit goes
ahead against a well-insured
company, the insurer fights
the claim tooth and nail. The
insurance company may even
hire the defence lawyers or
direct the settlement talks.

As a business person, you
have to decide how much in-
surance you need to protect
your assets from your litiga-
tion risk. Lawyers specialize
in assessing risk. That’s why
many people say lawyers tend
to be bad business people.
Business is about taking risks,
and it requires an optimistic
view of the world that law-
yers are trained to suspect.
Entrepreneurs see the glass
half-full. Lawyers see the glass
half-empty.

At some stage of the game, a
budding entrepreneur needs to
consult a lawyer. The idea isn’t
to talk you out of your dream,
but to offer something of a real-
ity check. When lawyers assess
risk, they’re not out just to list
all the problems your business
may run into. What they’re
really trying to do is help you
understand what will happen
if those problems arise. Under-
stand the problems in advance,

and you’ll be better equipped
to confront them.

That’s where insurance fits
into the mix. You could go dir-
ectly to an insurance broker to
ask what you should buy. But
that’s like walking into a car
lot and asking the salesman,
‘Do you really think I need to
buy a car?’

Consulting a lawyer will
give you a sense of what you
really need. Have a frank dis-
cussion with a lawyer about

your business plan. Depend-
ing on what you have in mind,
there may be special types of
insurance policies out there
for you to consider. In fact,
there may be some types of
insurance you’ll be obliged to
purchase by law.

Some issues here are admit-
tedly obvious. If your new busi-
ness requires a car or a fleet of

vehicles, you’re clearly going to
need auto insurance because
that’s the law. Your bank is
probably going to require some
insurance on any property
or inventory that has been fi-
nancedby loans. You’ll hopeful-
ly already know that from your
negotiationswith the lender.

General liability is a must.
This will protect you from a
range of tort actions, things
like people suing you for a
slip-and-fall in your store or
your office. The premiums
may annoy you, but unless
you want to fight these battles
on your own, you’ll appreciate
having an insurance company
in your corner the day you get
that first statement of claim.

There are some types of
insurance you may not know
about. If your company de-
pends on a special individual,
you may want key-person in-
surance. For example, if the
success of your restaurant de-
pends on the fame of your star
chef, you may need a policy to
compensate you for the loss of
that person.

Another product is directors
and officers liability insurance.
This used to be something
more for big public companies,

whose boardmembers and top
executives couldbe targeted for
lawsuits by angry sharehold-
ers. But this can increasingly
apply to smaller companies.
The concept of incorporation
is supposed to insulate small-
time business owners from
the liabilities attached to their
businesses. Plaintiff-side law-
yers often challenge that sep-
aration, so theremay be a need
to have insurance in place to
protect those individuals from
being sued personally.

My thoughtsmight suggest I
think the litigation business is
little more than a shakedown.
I’m actually not that cynical.
The good plaintiff-side lawyers
do not blindly sue without giv-
ing due regard to the facts and
the law. Even if the strategy
is to settle, plaintiffs’ lawyers
must still put together the
strongest possible legal case,
and not just because it helps
them negotiate settlements
froma stronger position. In the
Canadian system, losers pay
costs, and that tempers some
of the aggressive legal tactics
we see in theUnited States.

The point is, a frank dis-
cussion with a lawyer should
reveal the areas in which your
business is vulnerable. That
can equip you with the know-
ledge you’ll need before decid-
ing what insurance you think
you’ll need to buy.

Financial Post
dhasselback@nationalpost.com

SURVEY
Continued from Page FP1

Mr. Allard said the business-
es that responded to the earlier
survey were typically larger,
which may explain the seem-
ingly dramatic gap in outlook.

“We’re seeing this confi-
dence building a little more
quickly in the large corporate
sector than in the entrepre-
neurial sector,” he said.

Large Canadian compan-
ies, which tend to be clus-
tered in hot sectors such en-
ergy, mining and commod-
ities, he said, are not feeling
the ill-effects of the economic
downturn at this point.
Meanwhile, small businesses
are still focused on keeping
costs down and not looking
to expand aggressively.

More than 150 respondents
completed thesurveyandwhile
Mr. Allard could not comment
on its statistical significance,
he said it does indicate general
trends and entrepreneurs’ per-
ceptions of themarket.

Close to half of survey re-
spondents (46%) said they
would focus on organic growth
in the next year while almost a
third (32%) said bare survival
would still be their goal. Only
17% were looking for merger
andacquisitionor joint venture
opportunities.

In contrast, the global report
found 48% of Canadian busi-
nesses were planning on mak-
ing an acquisition in the next
one to two years.

“The Canadian economy
seems to be characterized by
haves andhave-nots right now,”
Mr. Allard said. “Larger com-
panies that have weathered the
financial storm seem to be in
a position of building on their
past successes while smaller
businesses, principally in
manufacturing and the service-
oriented sectors, continue to be
focused on organic growth and
batteningdown thehatches.”

What’s more, he said, entre-
preneurs may still have a sense
— not shared by their larger
counterparts — that they can-
not easily access capital: 70%
of respondents said cash was
their primary source of finan-
cing over the past 12 months
and 67% expected that would
be the case for the coming year
aswell.

Mark Cahsens, founder
of toy company Great Circle
Works Inc., reflects that percep-
tion. The Oakville, Ont.-based
entrepreneur said he organizes
his business so that he pays his
suppliers after he sells his prod-
ucts and feels lucky he does not
have to rely on bank loans or
other formsof financing.

“When I meet with my bank
manager, I’m so relieved that
I don’t have to ask him for
money, because I can sense that
he wouldn’t be forthcoming,”
he said. “I get the sense that
banks are making it tough and
entrepreneurs have to be quite
creative in figuring out how to
make everythingwork.”

Colleen McMorrow, Ernst
& Young Canadian leader of
entrepreneurial services, ac-
knowledged the concern entre-
preneurs may have about ac-
cessing financing.

“The last few years have left
people a little gun-shy. They
want to make sure they’ve got
sufficient cash resources to sus-
tain their businesses.”

Overall, however, Ms. McM-
orrow said the survey results
show the return of somedegree
of optimism, crucial because of
the “vital role” she said entre-
preneurs play in the economy.

Fnancial Post
cdobby@nationalpost.com

Organic
growth key
for small
businesses

Litigation is really about insurance

DREW HASSELBACK

Discoveries

Q Whywas this a good time to exit?
A I don’t know if there is ever an ab-
solute critical time to leave, as much
as the right time is when all things
are right. We got a very fair offer for
our shareholders, which was prob-
ably the No. 1 answer. No. 2, it was
from a very stable, Canadian com-
pany that would be a great place for

our workforce to work within, so
that was very important to us. And
No. 3, it was from a company that is
in exactly the same business, retail,
… and so when you add three things
up, itwas a fairly easy decision.

Q Why did you start the business?
A We were very lucky. This whole

issue of physical fitness and health
and wellbeing was just starting. In
1973, the average guy went for two
martinis and a pack of smokes for
lunch. Nobody was jogging. Nobody
was going to health clubs. Whenmy
brothers and I were playing for the
Calgary Stampeders, they were buy-
ing their football shoes out of the
country. And we said: ‘If we had this
little store, with products that real
athletes wanted to have’ … and who
knew itwould grow somuch?

I owned 70%and Iwas going to
be the guyworking anddoing all
the heavy lifting. It’s a bit sadmy
mom(Audrey,whopassed away
inApril at 96), didn’t get to see the
very endbecause shewas certainly
there at the very beginning.When
wewere first opened,momworked
part time. Shedidn’t knowanything
about the athletic footwear side of
it, but she knewhow towork the till
andwemadeher honourary cashier,
mainly becausewedidn’t have to
payher. Shedidn’t get to the final
chapter, but that isOK.
Q Howmuch were you involved in
the sale of the company?

A I am chairman of the company
and we had an unsolicited offer
come in, and we did all the right
things. I did as much as any of our
other eight directors and our excel-
lentmanagement team, andwemet
for what seemed like thousands of
hours and formulated hundreds of
documents and got it to the point
where it is right now. I was aware
of it from the start in February, and
of course there wasmuch to negoti-
ate to get from a one-page letter to
where we are today.

Q What’s your advice to new
entrepreneurs?
A My best advice is to get into
the business that is the next hot
thing. I am big proponent of the
entrepreneur, of people who risk
things. I have risked everything
many, many times in building
this business. It’s very stimulating
and very rewarding when you risk
everything and you have success.
And if you don’t, you start over
again and away you go.

Claudia Cattaneo
ccattaneo@nationalpost.com

Find the ‘next hot thing’
COLLEEN DE NEVE / POSTMEDIA NEWS

What started for John Forzani as a 1,100-square-foot sporting goods store grew into a retail empire with 550 stores across Canada.

John Forzani, chairman of Forzani Group Ltd., Canada’s largest
sporting goods retailer, participated in the negotiations over the
past three months that led to the $771-million sale to Canadian Tire
Corp. of the business he founded 34 years ago with his brothers
Joe and Tom, and his best friend Bas Bark, all professional foot-
ball players with the Calgary Stampeders. Launched in 1974 with
$9,000 in seed capital, a single, 1,100-square-foot store on Calgary’s
17th Avenue grew into one of Canada’s biggest retail successes,
with 550 stores across the country under banners like Sports
Experts, Sport Check and Nevada Bob’s Golf. Mr. Forzani, 64, spoke
to Claudia Cattaneo, Western Business Columnist at the Financial
Post, about why it was the right time to sell and why he’s a big sup-
porter of entrepreneurs.
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When a suit goes
ahead, the insurer
fights the claim
tooth and nail
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