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Chairman McHenry, Ranking Member Quigley and other distinguished
House members, my name is Herbert Goldenberg and it is a distinct honor and
privilege to testify before this Committee of the United States Congress. | want
to earnestly thank you for your invitation to testify today which gives me the
opportunity to share with you my first-hand experience as an entrepreneur and to
help you understand the challenges entrepreneurs face today. Let me be clear,
entrepreneurs want to see the economy recover, and we are doing our best to
help it along, but market conditions are challenging as I'll explain.

For over 20 years, | have been an entrepreneur, co-founder and executive
of a medical device company, a biotech company, and most recently, a
healthcare IT company located in Orange County and San Diego, California. | am
here today to describe how difficult life is in the ‘valley of death’ of healthcare
startup companies. | will compare and contrast my experience funding startup
companies 20 years ago to the difficulties that | am currently encountering and

the pitfalls that presents to the public at large.



My goal is to convince you of the need for Congress to act to create new
opportunities for funding which is vital to the advancement of medical technology
and unfettered access for all Americans to their own medical records.

One of the companies | co-founded in the late eighties was Advanced
Interventional Systems or AIS. During the 1980's, the standard of care in
interventional cardiology for treating blocked coronary arteries was to perform
Coronary Artery Bypass Surgery, a medical procedure performed to
relieve angina and reduce the risk of death from coronary artery disease. AlS
was part of a new wave of companies that pioneered coronary angioplasty.
Angioplasty, as you may know, is the technique of widening a narrowed or
obstructed blood vessel, typically occurring as a result of atherosclerosis.

My co-founders and | launched AIS with just one $3 million series A
investment from VCs. This initial investment allowed us to hire a core team who
developed a catheter prototype for animal studies. There was also sufficient
funding from this initial infusion of funds for our first submission to the FDA
requesting permission to initiate clinical trials in several hospitals. Once we
accomplished this milestone, we attracted more funding to commercialize the
product.

Today, angioplasty is the standard of care in interventional cardiology.
What was initiated and developed by small start-up companies developed into a
multi-billion dollar industry. The evolution of angioplasty has saved lives, lowered
healthcare costs and created many thousands of jobs.

This success would not have been possible without the initial investment
from a group of VCs who were willing come in at the startup stage with a long
term view to success. Unfortunately, this would not happen today. VCs have
drifted to a later stage, safe zone and shy away from the risk associated with
early stage ventures. Because VCs have drifted to later stage funding, Congress
needs to find alternative avenues to encourage funding in early stage companies

and start-ups. The kind of ground-breaking innovation that my company
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discovered over 20 years ago is still occurring today, but can’t break into the

market until new avenues for funding materialize.

Let's now fast forward to the present.

The company that we are trying to currently fund is eemRa, a consumer-
centered, healthcare information and financial services portal. It is designed to
operate as a key element of the Health Information Exchange or HIE. HIE's were
created by the HITECH Act to serve as a community which will demonstrate the
future meaningful use of electronic medical records exchanged among hospitals,
clinics and labs.

eemRa's goal is to develop access for Americans to all their health-related
information. As medical insurance premiums are increasing, an increasing
number of Americans are choosing high deductible plans to lower their medical
insurance cost. Our mission is to act as a single service provider for consumers
that aggregates information from providers and insurers. Our portal will enable
the consumer to compare the cost of healthcare services at different providers.
For example, if a patient needs a battery of blood tests, he or she could go onto
the portal and compare the cost of getting the bloods tests at one lab versus an
alternative. This is valuable to those with a high deductible insurance plan and

the average struggling American trying to make ends meet.

Yet despite our innovative technology that can increase patient control of
their healthcare which will bend the cost curve down, eemRa faces funding
difficulties in this economic climate. eemRa is a company that would directly
impact the average American's ability to control their medical costs and takes
advantage of the latest technology resulting from our financial investment in the
HITECH act. eemRa would seem to be an ideal candidate for early stage
funding in our current business climate. Yet, for the past year, we have found it

difficult to raise an initial round of funding. If Congress were to pass some of the



bills being considered, we could start immediately hiring people with a $3 million

investment to start our operation.

eemRa is not alone. The American Recovery and Reinvestment Act,
ARRA, of 2009 has been producing large numbers of discoveries and inventions.
This is great. However, in order for these discoveries to be developed into
devices, drugs, and software, startup companies are needed to commercialize
these discoveries and inventions. Large companies are unwilling or incapable of
handling high risk/high gain endeavors. Their complex hierarchies are unable to
move fast enough to provide the intense concentration of effort needed to

execute early stage projects.

As you can see from my examples, the severe shortage of capital funding
has slowed the formation of start-up companies to a trickle of what it has been.
The result is that the American people are being hurt by the lack of creation of
small companies which produce technologies that increase the quality of life
while also producing high paying jobs. Additionally, until ARRA discoveries are
moved into commercialization, the public is not benefiting from the ARRA.

In closing, | encourage this committee and Congress, to promptly act to
advance legislation that will allow capital to flow to emerging companies and

start-ups.

Thank you for your attention.
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