
Editor’s Corner
Dear Friends, Investors and Associates,
Despite the notorious political gridlock which

has become a fixture of our politics, I have taken
comfort from the fact that there seems to be one
issue, entrepreneurial capitalism, on which the
denizens of both parties appear to have found com-
mon ground.  Entering from stage left, the
Democrats have come to appreciate that small
enterprises create approximately 48% of new jobs
in the U.S. economy.   Accordingly, to encourage
job creation and slay the unemployment beast, they
have sponsored and promoted the JOBS Act.  On
the right, the GOP has seen this as their opportuni-
ty to applaud entrepreneurs and to support equity
investments in small growing companies.  The
law’s formal name is the “Jumpstart Our Business
Startups Act.”  It was signed into law on April 5,
2012.
“Among other things, the law essentially legal-

izes equity crowdfunding, which is the ability for
individuals to invest in start-up companies in
exchange for equity.  This is not to be confused with
traditional crowdfunding – populated by sites such
as Kickstarter and IndieGogo – where people can
contribute to a company or a project in exchange for
products, gifts, etc.  At present, only accredited
investors are allowed to invest in start-ups.
Accredited investors are individuals who can claim
a net worth of $1 million or more or who earn
greater than $200,000 per year ($300,000 for a cou-
ple).  
“The next phase of the JOBS Act to be imple-

mented, Title III, will allow for anyone – regardless
of whether or not they’re accredited investors – to
participate.  This provision is currently in the hands
of the SEC and should be finalized at some point in
2014.” (Wayne Mulligan, What is theJobs Act,
Crowdability, 2014).
However, it is worth noting that promulgating

the enabling regulations has been in the hands of the
SEC for more than two years and to date, only
rumors and speculation have resulted. Nevertheless,
the direction of policy seems clear – to liberalize the
rules and democratize early stage investing, thereby
removing  the latter from the monopoly of the guild
of venture firms and the small community of
wealthy individuals (angels) and family offices.  
But just as I began to take comfort from these

developments, I encountered a very troubling arti-

cle in The New York Times.  As the quotation above
from an interview with Mr. Kurt Schacht, chair of
the SEC Investor Advisory Committee, makes
clear, he is bound and determined to protect angel
investors from their reckless selves.  His sentiments
and regulatory inclinations run directly counter to
the spirit and legislative intent of the JOBS Act.  It
is not unheard of to have one unit of our massive
federal bureaucracy act in opposition to another
government agency. But it is astounding to see
opposition emerge from within the same regulatory
body.  Reportedly, Mr. Schacht’s initiative stems
from provisions within the Dodd Frank legislation
passed in July 2010 in the wake of the global finan-
cial debacle.
I don’t doubt that Mr. Schacht is trying to do his

duty as he sees it but his initiative remains puzzling.
Perhaps it is an example of the ubiquitous law of
unintended consequences.  Dodd Frank was fash-
ioned to address systemic risk within our financial
system. Although the very large egos of some ven-
ture capitalists and venture angels might entertain
the notion that VC missteps threaten the stability of
the global financial system, it is, of course, absurd
on its face. Although angels and the larger venture
community are very important to US and global
innovation, their activities are immaterial with
respect to financial stability.  The size of the U.S
economy in 2013 was $16.2 trillion while angel
investors provided entrepreneurs with $24.8 billion
of investment.  So the argument for regulation driv-
en by systemic risk is risible.
However, the potential damage that could result

from this mischievous proposition is very substan-
tial.  In the U.S. and global economic context, $24.8
billion is a paltry figure but for the 70,730 entrepre-
neurs, in the U.S., who attracted early stage equity
financing in 2013, that money is a critical lifeline.
The SEC is considering greatly increasing the
threshold financial hurdles which currently define
an “accredited investor.”  Advocates of the change
are calling for respectively, $500K as an annual
income floor and an investible assets total of $2.5
million.  These changes would not only radically
shrink the base of accredited investors (aka Angels)
but would usher off the field many very experi-
enced and savvy investors.  It really offends com-
mon sense in addition to flouting the intent of the
JOBS ACT.
Continued on Page 2

“ . . . a significant percentage of individuals who currently qualify as accredited investors are not in fact capable of protecting their own interests.” Kurt
Schacht, Chairman, S.E.C. Investor Advisory Committee and Managing Director, the Chartered Financial Analyst Institute, Wealth Matters, Regulatory
Changes Could Restrict Pool of Private Investors, New York Times, September 27, 2014
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MVP III, and certain MVP III limited part-
ners investing in a Milestone “side car” invest-
ment vehicle invested a combined $1 million in
a follow-on round in MDX Medical, Inc.
(“Vitals”) on September 26, 2014.  Health
Enterprise Partners, Cardinal Partners, Cross
Atlantic Partners, and Piper Jaffray participated
in the $4.2 million round alongside Milestone.
Vitals used this money and new bank financing
to complete what we believe is very attractive
acquisition.
Vitals provides increased transparency

regarding cost, quality and access information
to support effective decision making. Vitals
brings together actionable data, online tools and
an engaging consumer experience that empow-
ers consumers to make more informed, higher-
quality and lower-cost health care decisions. 

The successful pilot program involving
MVP IV portfolio company, Cureatr, and the
Hospital of the University of Pennsylvania
(HUP) will be discussed at the upcoming
mHealth Summit in December outside
Washington, D.C.   
The hospital used Cureatr’s app last year to

address complaints by doctors and nurses.
Providers complained that they wasted time
because they could not easily identify or track
down their care team members.  They were also
unable to quickly share updates with each other
resulting in delays in patient care.
In May 2013 HUP implemented the pilot.

Approximately 300 physicians, residents, nurs-
es, social workers and pharmacists were provid-
ed with iPhones or iTouches in four of the hos-
pital’s departments.  Staffers used Cureatr’s
secure messaging mobile app for transitions,
care-team identification, and patient-status
updates regarding consultations, medication
reconciliation and discharge planning.
A year and half later, 1,000 hospital workers

are using the system to send an average of 30
messages daily.  The hospital estimates that
Cureatr saved its doctors about 90 minutes a
day while saving nurses about an hour.  Staff at
HUP refuse to let go of their phones or Cureatr.
When house staff rotate to units that don’t use
the app, they complain that communication is
“archaic.” HUP is working on a plan to make
the “pilot” into something permanent and
expand it to the entire hospital.
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For example, David Verrill has invested with angel col-
leagues about $25 million in 35 start-ups since 2000 in the
New England area.  Mr. Verrill has an MBA from the MIT
Sloan School of Management and is Executive Director of the
school’s Center for Digital Business.  Under the new rules he
will be excluded.  Marianne Hudson is an analagous case.  She
has been researching and making angel investments for a
decade and currently serves as Executive Director of The
Angel Capital Association.  She too, under the proposed new
regimen, would be prohibited from investing.  “The real los-
ers would be the entrepreneurs,” she says.
There may be a way out of this dilemma - by adding edu-

cation, investment experience and professional credentials to
the purely financial “accredited investor” criteria. 
For me the more interesting question underlying the debate

is whether those involved are all well-intentioned individuals
approaching the question from radically different perspectives
or whether the losers in the JOBS Act debate, having lost the
war, have mounted a guerrilla action.  Or is this simply a mat-
ter of the pernicious effect of the law of unintended conse-
quences to which bureaucracies like the SEC can fall victim?
A classic example was reported recently.  It seems that Ben

Bernanke (former Chair of the Federal Reserve) was unsuc-
cessful in seeking to refinance his mortgage in Washington,
D.C. where he has made his home for many years.  This was
presumably because he recently lost his job and was not cur-
rently employed.  The bank’s methodology had been careful-
ly followed in order to limit possible losses stemming from
carelessly executed mortgage refinancings.  So this was the
result, notwithstanding, that Mr. Bernanke will most likely
become reemployed in the near future and that he currently
commands $250K for each speaking engagement.
What we are lacking here is common sense and good judg-

ment.  Without them, we are lost.  With them, Mr. Bernanke
will manage to refinance his home and the SEC will find a
way not to smother entrepreneurs in their proverbial cribs
while protecting the naive investor.
With best wishes for the coming Holidays,

Edwin A. Goodman
General Partner
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