
Testimonybefore theU.S.HouseCommitteeonFinancial Services

“InnovationRevolution:HowTechnology is Shaping theFutureof Finance”

***
HenryWard

CEO&Co-Founder,Carta, Inc.

December 4, 2024

ChairmanMcHenry, RankingMemberWaters, andmembersof theCommittee,
thank you for theopportunity to appearbefore you todayas anadvocate for the
innovationeconomyand theprivate capital that fuels it.My name isHenryWard,
and I am theCEOandco-founder ofCarta—aprivately held financial technology
company that forms the infrastructureof theprivate capital ecosystem.

Startups, growth-stagecompanies, and the funds thatback themcreate jobs,
expandeconomicopportunity andgrowth, drive innovation, andensureour
nation’s competitive advantage. Put simply, theprivate capital ecosystem is
America’s economic and innovationengine.Carta continues to invest in the
infrastructure for private capital, andpolicy is part of that infrastructure.Our aim is
tobolster private capital andbroaden its impact to reachmore investors,more
entrepreneurs,moreemployees,morecompanies, andmorecommunities.

Wesee thesegoals reflected in theworkofChairmanMcHenry, aswell as many
otherson thisCommittee.ChairmanMcHenry hasbeenachampion for the
innovationecosystem,workingonabipartisanbasis to advanceefforts toexpand
investor access, broadencapital formation for startups andgrowth-stage
businesses, andhelp theU.S.maintain its competitive and innovativeedge.But
more than any specific legislative accomplishments, he hasembraced theevolving
technology landscapeandadoptedapolicy approachdesigned to realize its
opportunities.ChairmanMcHenry leaves a large legacy, but also ablueprint for how
policymakers canoperate to advancepolicies that unleash thepotential of
technologyandprivate capital.

That approach iswhat continues tobe required today. Bold, forward-thinking
policy is crucial in theeffort to keepAmerica at the forefront ofglobal innovation.
My testimony todaywill highlight howprivate capital enables companies to launch
andgrow, how its uniquemodel drivesour country’s growth, andhowwecan shape
policy tobroaden the reachofprivate capital tobenefitmore stakeholders.
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Carta notonly supports theprivate capital ecosystembut is itself a reflectionof
that journey andprivate capital’s potential—fundinganunprovenconcept to turn it
into acompany, and thenhelping that company succeed, scale, andmature.

BuildingCarta

Cartawasborn from the idea that it shouldbeeasier to track andmanageequity in
theprivatemarkets. By solving thatproblem,wecouldbroaden theownership
economyandbuild the foundational infrastructure for expandedwealth and
opportunity.

Unlike thepublicmarkets, therewasno single sourceof truth in theprivatemarkets:
Equity ownershipwas tracked througha fragmentednetworkof spreadsheets and
paper certificates.Cartadigitized stockcertificates andmade it easier for
companies tomanage their equity, expandownership, andhelpmoreof those
owners—founders, employees, and investors—understandandmaximize the value
of that ownership.

LaunchingCarta and realizing this vision tookcapital. Likemost founders, I was not
able to self-finance this business andnobankwouldprovideabusiness loan. I
turned to venture capital—in exchange for equity in thecompany, investorsgave
memoney.

We invested that capital tobuild.Webuilt a capitalization tableproduct anda
related valuationsbusiness that streamlines howcompanies issueequity to
employees and investors.We then turned to the investor segment andbuilt a
business that helpsprivate fundswith fund formation, administration, and
valuations services.

This journeywasnot easy. Sixty investors toldme “no.” Butwekept at it, and in
January 2014,weopenedourdoors andonboardedour first customer. As an
entrepreneur, younever forget thefirst time someonepays you for something you
built. Weearned$120 fromour first customer in 2014. Today,Carta supportsmore
than40,000private companieswithover 2.4million stakeholders andover $2.5
trillion in equity.Weprovide fundadministration services for nearly 7,000 fundsand
fund vehicles, representingover $150billion in assets under administration.

Todaywearebuilding towardourmost ambitiousgoal: reinventing the
infrastructure for private capital to unlockevengreater potential in theprivate
markets.
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Carta is setting anewstandardas theend-to-endplatformconnectingprivate
capital—equitymanagement and valuations for private companies, fund
accountingandportfoliomanagement for funds, and investor reporting and
communications for limitedpartners. These tools bring transparency, accuracy,
and timeliness toprivatemarkets,whichoften lack all three.

Private capitalmade this reimaginingpossible. And that is true at all stagesofour
lifecycle. Venture capital providedus thepatient, risk-forwardcapital to launchour
companyandbeginbuilding. Venture capital investedmore inCarta aswe
succeeded in themarket andneededmorecapital tomeetdemand, grow the
company, and tackle long-term, challengingproblems. And these investors
representedmore than acheck—theyhelpedus shape strategyandproducts,
introducedus tocustomers andpartners, andhelped raisemorecapital to scale
thecompany. Aswegrewandmatured,weexpandedour investor base to include
privateequity funds that notonly invested in us, but helpedus refineour strategy,
improveour operations, andmature as acompany. This process fuels the
innovationeconomy, and itmadeCartapossible.

Private capital drivesAmerica’s innovation engine

Private capital—angel investors, venture capital, privateequity, limited
partners—serve as the lifebloodof startups andgrowth-stagecompanies at every
stageofdevelopment.

Private capital providespatient, risk-forward funding to solve ambitiousproblems.
This structuredemocratizes ingenuity, drives innovation and valuecreation, and
promoteseconomicgrowth and jobcreation—all ofwhich are critical to
maintainingour nation’s competitive advantage.

America’smost transformative companies—Amazon, Apple,Genetech, Intel,
LinkedIn,Moderna, Palantir, OpenAI, Stripe, andmany that are not household
names—would simply not existwithoutprivate capital. Venture-backedcompanies
havedisruptedalmost every industry, changinghowwe learn,work, travel, heal,
communicate, and somuchmore.

Butprivate capital hasdonemore thancreate successful companies—it has
created jobs andeconomicopportunity. Startups andgrowth-stagecompanies
backedbyprivate capital are responsible for thebulkof net new jobscreated in the
UnitedStates. At its peakbefore thefinancial crisis, startups andgrowth-stage
businesses accounted for approximately 3million new jobs a year.1Since the

1 KauffmanFoundation, The ImportanceofStartups in JobCreation and JobDestruction (July 2010),available at
https://www.kauffman.org/wp-content/uploads/2019/12/firm_formation_importance_of_startups.pdf.
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financial crisis, venture-backedcompanies still hademploymentgrowth8%higher
than traditional companies.2 Private capital drives jobcreation.

It alsodrives economic value for its founders, investors, andemployees. Of all initial
public offerings since 1980, 40%wereVC-backedcompanies; 13%were
PE-backedcompanies.3 Private capital is launchingandhelpingcompaniesgrow
into thepublicmarkets. Today, eight of the top tenpublicly tradedcompanies in
theU.S.were venture-backed, accounting formore than$17.5 trillion inmarket
capitalization and value to their investors andemployee-owners.4

Private capital is America’s innovationengine. America hasdriveneverymajor
technological innovation in thepast 50years andhas started twiceasmany
companies as the rest of theG7countries combined.5 Thiswould notbepossible
withoutprivate capital. VC-backedpublic companies account for 46%of total R&D
spendingacrossgovernments, academic institutions, andprivate companies.6
Whenyouaccount for just commercial enterprises, companies thatwere initially
backedbyprivate capital andareeither privateor havegonepublic account for
92%ofR&D investment.7

Right now, all acrossAmerica, current and future founders arewrestlingwith the
next idea thatwill be thedefiningproduct,market, or company in the next
decade—if theycanget the funding. That is the key toAmerica’s competitive
advantage, andprivate capitalmakes it possible.

Thecapital structure tobuild

LikeCarta in its early days, startups areoften unable to accessbank loansor
traditional financing. Instead, they turn to friends and family, angel investors, or
venture capital, whichprovidecapital in exchange for equity ownership—anda
pieceof theuncappedpotential. Venture capital democratizes ingenuity, enabling
morepeoplewith ideas topursue them.Oneno longer needs tobe independently
wealthy tofinance their visionor bring their ideas into theexisting, large incumbent
companies atwhich theymaywork. Instead, venture capital broadensopportunity
byempoweringmoreentrepreneurs to transform ideas into reality.This is only
possiblewith long-termcapital that comeswithgreater risk tolerance.

7Kenan InstituteofPrivateEnterprise, Enhancing theResilienceofVentureCapital (Apr. 10, 2024),available at
https://kenaninstitute.unc.edu/kenan-insight/enhancing-the-resiliency-of-venture-capital/.

6 Id.
5Gornall andStrebulaev, supranote3.

4SeeStockAnalysis, BiggestCompaniesbyMarketCap (accessedDec. 2, 2024), available at
https://stockanalysis.com/list/biggest-companies/.

3WillGornall and IlyaStrebulaev, TheEconomic ImpactofVentureCapital: Evidence fromPublicCompanies (June2021),
available athttps://ssrn.com/abstract=2681841.

2SeeNVCA, EmploymentDynamics at VC-BackedCompanies in theUnitedStates: 1990 to2020
(Feb. 2022),available athttps://nvca.org/employment-dynamics/.
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Launchingacompany that solves acomplexproblem,delivers a novel solution, or
creates anentirely newmarket is hard. And it often has no roadmap. Founders and
employees launch, learn, calibrate, build—they keepmoving forward. Building
somethingnewoftendoesnot comewithpredictablequarterly results. Instead,
founders seek somesignal in themarket that informsexecution and sets themona
path toward longer-term innovation.

This is a keydifferencebetweenprivate andpublicmarkets: Publicmarkets index
for predictablequarterly results,while privatemarketsprovidepatient capital that
allows thebest ideas to take root andgrow.Manycompaniesmayelect to stay
private longer for a numberof reasons—suchas regulatory costs andburdens, or
liquidity challengeswith thinly tradedsecurities—but theprimary reason inmy
experience is that they are still building for long-term, rather than short-term,
results.

Repeatablequarterly results and longer-term innovation are notmutually exclusive,
but theycanbehard tobalancewhile a company is growingandmaturing. Building
is not a straight line andcanbevolatile. For instance,Carta spentmore than three
yearsbuildingour fundadministrationbusiness, duringwhich time wehavehad to
pivot andadapt.Weadjusted, keptbuilding, and today it is a keydriver of our
growth andacorepart ofCarta’s future vision.Withoutpatient, risk-forward
capital, wecould not have keptmoving forwardon this ambitiousmission. This is
whatprivate capital andprivatemarkets facilitate.

Somestartups andgrowth-stagecompanieswill not just falter, butwill fail. This is
the reality ofbuilding to solve hardproblemsandshape thenext chapter of
American innovation. That is not aflaw; that is part of thedynamismof innovation.
Our society shouldencourage suchundertakings andourpolicy infrastructure
should facilitate this ambition.

Private capital is at an inflectionpoint—this is anopportunity

Privatemarkets havegrownexponentially over thepastdecade, andweexpect this
trend tocontinue.

Here’s theproblem:Withoutmodernizing thepolicy infrastructure for private
capital, thebenefitswill be limited to the fortunate few. And thegapwill continue to
widenasprivatemarkets continue togrow. Thealready-wealthy investorwill be
able to invest in the ventureor privateequity fund that is driving returns; the average
Americanwill not. Thewell-connected founderworking in SanFranciscoorNew

5



Yorkwill be able to raise capital; thebuddingentrepreneur in middleAmericawith
an ideaandadream,but nonetwork,will struggle to fundraise.

Weneed tobolster private capital as theeconomic and innovationengine. But
importantly,weneed tobroaden its reach.

Theprivate capital landscape is evolving. This shift is drivenby the increasing size
and sophisticationof themarket, better technological infrastructure; industry and
investor expectations; and increasedpolicy scrutiny. These factors are changing
how fundmanagers raise capital, identify andbackentrepreneurs, and interactwith
their investors. This evolution is anopportunity.Wecan leverage this shift to align
stakeholdersonbestpractices and standards andmodernize the infrastructureof
private capital. Thiswill bolster privatemarkets, increase the trust in them, andhelp
broaden the reachofprivate capital. Policy canhelp achieve this goal.

Expand investor access tobroaden its impact: Private capital is awealth and
opportunity creator, offeringdiversification to its investors anddelivering returns
that historically outperformpublicmarkets.8Butprivatemarket opportunities are
largely reserved for institutional orwealthy investors. Policymakers shouldcreate
moreonramps for Americans toqualify as accredited investors andexpand
opportunities to invest in private fund vehicles.

Themajority of Americans cannot invest in this country’smost transformative and
innovative companiesbecauseof regulatory constraints. Policymakersdecided
thatprivatemarketsposedagreater risk thanpublicmarketsbecause they are less
transparent and less liquid. As a result, privatemarket investmentopportunities are
largely limited toaccredited investors—individualswhomeet certainwealth-or
income-based thresholds. The result: investor protection through investor
preclusion.

Theaimof investor protection is laudable, but theexecution is problematic. Andas
companies stayprivateorwait longer in their lifecycle togopublic, thismeans the
bulkof Americansmissoutonwealth creation anddiversification inprivatemarkets.

The impact is notonly on investors. Expanding investor access also increases the
pool of capital that can fund founders. Theprimary avenue to raisingcapital
requires entrepreneurs to haveapre-existing relationshipwith an investor. This
rewards thosewhoare in theclubandexcludes thosewhoare not. Investor
protection throughpreclusionwill only lead tomore inequality andwiden thewealth

8SeeCambridgeAssociates, USPE/VCBenchmarkCommentary (Aug. 13, 2024),available at
https://www.cambridgeassociates.com/wp-content/uploads/2024/08/2024-08-US-PE-VC-Benchmark-Commentary-
CY2023_PUBLIC-1.pdf.
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gap. Lettingmorepeople in theclubenablesmore founders to raise capital and
build.

Expandingprivatemarket investmentopportunities shouldbedone in a
responsiblemanner that reflects uniquebutmanageable risksposedbyprivate
capital. Expandingaccredited investor onramps to reflect financial sophistication
and enabling structuredaccess toprivatemarket investments through
professionallymanaged funds,where retail investorsparticipate alongsideandon
the same termsas institutional investors, candemocratize accesswhilepreserving
important investor protections.

Bolster fundmanagers tobolster theecosystem: Tobroaden the startup
ecosystem,wemustbroaden the investor ecosystembeyond the traditional tech
hubs. Regional growth and thediversificationofprivate capitalwill bedrivenby
emergingmanagers that identify and fundentrepreneurs across thecountry. Policy
should lowerbarriers andhelpdrive capital to this segment.

Emergingmanagersplay a key role in supporting startups across thecountry that
exist outsideof traditional networks. Particularly at theearliest stages,many
founders turn to their local communities for support toget their ideasoff the
ground. Emerging fundmanagers aremore likely toparticipate in earlier rounds and
invest in amorediversepool of entrepreneurs located in their geographic area.
These smaller funds alsodrive value—emergingmanagersoftendeliver superior
returns compared to their larger counterparts.9

Despite their value, emergingmanagers’ shareof fundraising is declining,
particularly as theeconomicenvironment has caused investors to revert tomore
established fundmanagers.

Policy shouldmake it easier for emergingmanagers to raise anddeploy funds.
Adjusting venture capital fundparameters topermit fund-of-fund investments
could help incentivize established funds to invest in emerging, regional funds,
unlocking a significant sourceof capital for growingentrepreneurial ecosystems.
Enabling secondary investments tobequalifying investmentswill facilitategreater
value realization and recyclemore funding into the system. Raising investor limits
for venture capital fundscould help smaller funds reachmore investorswith smaller
check sizes, leading to thedevelopmentof more localizednetworks.

9SeeCartaPolicy Insights: Decoding theData | Emerging venture capitalmanagers (Sept. 10, 2024),available at
https://carta.com/blog/policy-insights-09-2024/.
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Modernizebestpractices and standards: Buildingaprivate capital regulatory
framework that reflects the industrymodel, riskprofile, and theneedsof
stakeholders in theecosystemwill unleashcapital andbroaden its impact.

Industrypractices are changing. Part of this evolution includes investor access to
information. Investors aredemandingbetter,more timely information about the
companies and funds inwhich they invest. And technology is enabling that.Carta
helps investorsbetter understand themarket,manage their investments, and
allocatecapital. Thiswill result in better decisions, better riskmanagement, and
better returns.

Appropriate, accurate information also helpsprivate funds succeedbyhelping
themallocatecapital, support their portfolio companies, andcommunicate and
deliver returns to their limitedpartners—thepension funds, charitable
endowments, andothers. If a fundknowshowacompany's fundraising levels and
performance stack upagainst its peers, it canbetter support andguide the
company to succeed. If a fundknowshowother investors are valuingan illiquid
holding, it can adjust toensure it is reflecting thebest thinkingwhen
communicatingwith its limitedpartners.

Industry is evolving tomeet this opportunity, buildingbestpractices and standards
with eachnew round raisedand fundclosed. Standardizationcanhelp lower
barriers bycreatingclear industry-ledexpectations. Thiswill reducecosts and
frictionpoints to formandoperate funds, aswell as facilitatepractices around
appropriatedisclosures to the right stakeholders that lead tobetter
risk-management, better capital allocation, andamoreeffectiveprivate capital
ecosystem.

Policy canembrace this industry-ledevolution. In sodoing, it addresses the lackof
transparency that someargue should restrict investor access.Modernizing such
bestpractices canand should lead tobroader investor access in this ecosystem,
whichwill not onlybolster this innovation andeconomicengine—butbroaden it to
morepeople,morecompanies,morecommunities.

That is theproblemweare trying to solve.Modernizing theprivate capital
infrastructure canhelpdo it.

***

Carta is proud toprovide the infrastructure to support our innovators: the founders,
investors, andemployeeswhodrive the innovationeconomy. Policy is part of that
infrastructure—it affects nearly every aspectof theecosystemandcandrive
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innovationorbind its growth.Ourgoal is toensure theprivatemarket infrastructure
and regulatory framework helpsexpandaccess tocapital, enablesmore investors
toparticipate inprivatemarkets, andhelps companiesbuild along their lifecycle to
prepare them togopublicwhen they are ready. It is criticalwehave the right
framework inplace toensureAmerican innovation remains at the forefront, and that
theAmericaneconomymaintains its competitive edge.

I appreciate all thework thatCongress is doingon that front, andwewant towork
with you todo that.

I look forward to your questions.
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