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Financing Through ULORs

f you’re looking for a way to raise capital for your print-
ing business, you might want to look into the little-known
Uniform Limited Offering Registration, or ULOR.

ULORs allow small companies with assets of $5 mil-
lion or less to sell up to $1 million in stock. This process
allows a company to sell stock and raise capital more
cheaply and quickly than other traditional methods.
Companies can then use the money to raise the addition-
al cash they need to expand into new markets, pay off
debt, or upgrade equipment.

According to Greg Toms, chief of registration for
Washington state’s securities division, a ULOR makes
sense if your printing company would have to advertise to
find investors and your business is not financially com-
plex. But that doesn’t mean that the process is easy, espe-
cially if your records are not up to date.

“If you have a hard time describing what your compa-
ny does, what your product is, or who your customers are,
or if you haven’t really thought through your business
plan carefully, the ULOR disclosure document can be
very difficult to fill out accurately,” says Toms.

Karen Silva, Arizona’s assistant director for the securi-
ties division, agrees with Toms. “All of the information
that is asked for in the ULOR application comes from the
business plan,” she says. “If someone has a good, precise
business plan, they have a ULOR offering.”

ULORs allow smaill
companies with assets of
$5 million or less to sell up
to $1 miillion in stock.

Companies undergoing a ULOR must first fill out a
disclosure document that has approximately 50 questions.
The average length of a completed document can run 30
Or more pages.

According to Silva, some of the biggest problems
small companies such as printers have with ULORSs is in
disclosing critical information about how the company
works, especially the financial statements and product
information.

“The difficulty comes from a lack of understanding
about what type of information needs to be disclosed to
the public,” she says. “Much of the time we spend on the
ULOR process is educating business people about what
needs to be disclosed to potential investors. Businesses
have fears that someone is going to take their ideas, but
this information has to be disclosed.”

Silva adds, “And it’s not just your income statement
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and your balance sheet that has to be dis-
closed. What are your assets and liabilities?
What are the prospects of your enterprise
failing? Lawyers look for worst-case sce-
narios, and businesses need to be prepared
for that.”

If you think you might be interested in
starting a ULOR, the costs in terms of
money and time can run the gamut,
depending on how much work you are
willing to undertake yourself. According to
Toms, the average ULOR can run $15,000
to $30,000 for accounting and legal fees.
But, he says, some ULORs have been suc-
cessfully completed for much less.

“If you choose to do it yourself, you can
save yourself some money,” he says. “We
see the average company drafting the doc-
ument themselves and then hiring security
counsel to review and polish it.”

Toms adds, “If you hire a law firm to
review your material, it will be much
cheaper than if you hire them to write the
whole thing from scratch.”

Garrett Vogel, senior vice president for
Texas-based Code Rite, a company spe-
cializing in medical technology informa-
tion, successfully completed a ULOR for
non-financial reasons.

“We decided to undertake a ULOR as
an exercise in corporate discipline,” he
says. “The kinds of questions they ask and
the kind of information you have to gather
helped us get our act together and do some
soul-searching that otherwise might have
gone undone.”

Code Rite used its management team to
draw up the ULOR documentation and
saved thousands of dollars. They had all of
their financial statements on file; they also
had an underwriter and a practicing CPA
on staff.

“Our president was former chief finan-
cial officer for Tyson Foods,” Vogel says.
“Between our expertise, we completed our
ULOR with a total legal and accounting
outlay of $3,500. In a typical company, if
they have the expertise, they probably
wouldn’t have the time. We had both.”

Whether you have this kind of expertise
on your staff or not, ULOR professionals
stress the importance of having your com-
pany records in order and doing as much of
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the paperwork in-house as possible.
The process must be carefully
worked through.

Gordon Dutt, president of Sonoita
Vineyards in Tucson, AZ, did not
have as much success with his
ULOR, which he partially attributes
to not doing the paperwork himself.

“The winery was and still is doing
excellent,” Dutt says. “Our growth
rate was 30 percent per year and had
been for several years. However, by
the time the lawyers got finished
writing up the prospectus, you’d have
thought the whole business was
going broke. The things they were
assuming were way out in left field,
when the opposite was true.”

Dutt had a law firm write up his
disclosure document and estimates
that it took nearly $10,000 of his
money and more than one year of his
time. The winery and vineyard was
trying to raise $400,000, but sold
only $50,000 in stock.

Even though Dutt concedes he
would have probably had more suc-
cess if he had written the ULOR doc-
ument himself, he has not been
turned off from the process itself and
even thinks he might eventually try
another ULOR offering in the future.

If the uncertainty of a ULOR
makes you uneasy, many securities
divisions across the country are
experimenting with something called
“Testing the Waters.” This allows
issuers to advertise their offering to
see if there are indications of interest
before they have to file the entire
ULOR package. You can fill out an
abbreviated disclosure document on
your printing business as a way to
discover if a ULOR is worth pursu-
ing before you spend the money for
the full registration.

Despite these positives, ULORs are
not without their problems. One of the
biggest difficulties they face right now
is the limited means for investors to
sell back their stocks. ULORs aren’t
big enough to attract traditional bro-
kerage firms, so most companies
resort to selling on their own. “Some
sell better than others, and some com-
pany officers are willing to spend
more time than others,” says Toms.

But the Securities and Exchange

Commission has approved a plan for

the Pacific Stock Exchange to make
an auction market in ULOR shares,
and several Western states are pool-
ing their efforts to speed review of
filings, which securities divisions
find promising.

Despite some of the drawbacks,
Toms says many ULORs are suc-
cessful due, in some part, to the man-
agement teams of companies having
a strong rapport with their clients and
customers who become potential
investors.

“Many people buy into small
offerings because of the personalities
involved,” he says. “They think,
‘These people are good, they are
going to do well.”

Toms cites one company that sold
alternative energy products through a
mail-order catalog and decided to
present their stock offering to their
customers through the catalog as
well. “These were people that really
believed in their product,” says
Toms. “And it worked very well for
them. So customers can make good
potential investors.”

If a ULOR seems like the answer
to some of your company’s chal-
lenges, do your homework before
starting the process. Make sure your
business plan and financial state-
ments are concise and up-to-date.
Ask yourself if you want to spend a
little money and a lot of time to raise
the capital you need. If you do, call
the securities division in your state to
see if a ULOR is available. Currently,
41 states have ULOR options. Then,
as Karen Silva suggests, “Go to the
securities division to get help. The
people there will answer any ques-
tions and will guide you through the
process.” °
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CAPROCK

High Quality Products
from your
High Quality Supplier

Quality Control Instruments

Color VIEWETS........oeeceeereeree e $94.
7x/10x Para-Mags ..........coeveerernnns $55./65.
MiICTOMELENS .......covecverererrerereiesaenaes $40.
Screen Determiners ........coceeeecverveenenns $5.
10x/12x/20x Folding Loupes ...$45./50./55.
8x Type Size Finders, in/mm.............. $20.
Paper Thickness Gages...........ccc...... $110.
6x Linen Testers, 1" X 1" ....cvvrevcerreenee $14.
High Intensity Lamps
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Same as or equal to OEM lamps
at very low prices. For example:

Manufacturer OEM  Caprock
NuArc GW/114........... $ 95. $ 76.
Olec L-1250................ $ 275. $175.
Itek 430/435.............. $ 58. $ 18.

Burgess 1406-07 .......$ 295. $185.

Caprock Contact Screens

Every size, type and ruling for all
films and papers, including C-O
screens for color originals to print
black-and-white.

CALL OR FAX FOR
DETAILS AND PRICES

CAPROCK DEVELOPMENTS, INC.

Serving the Printing Industry Since 1953

475 Speedwell Ave., Morris Plains, NJ 07950
1-800-222-0325 * Fax 201-292-0614

CIRCLE READER SERVICE NO. 244




