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Jobs ... jobs ... jobs

The real (Main Street) economy is in the worst shape since the Great Depression,
despite the rosy picture on Wall Street and on the balance sheets of large
companies.

* The official unemployment rate hovers around 10% with the true effective
rate estimated to be 15%-20%.

* Millions of people have lost their jobs and cannot find new ones or are under-
employed in low paying jobs that do not provide a living wage.

» Washington, Wall Street and big business have no real solutions.

That leaves job creation to the states and the one sector of the economy that
historically has been the engine of job creation — small business.

1/25/2011 © 2011 Commonwealth Group 2



Small business, the engine of job creation

Small business has historically been the primary means of job creation
in this country, especially when the economy is down.

* The U.S. Small Business Administration (SBA) estimates that over
70% of all new jobs in the U.S. are created by companies with fewer
than 20 employees and they account for approximately 50% of all
existing jobs.

* When the economy is down, those numbers go up. In times past,
small business led the country out of recessions.

» The SBA's Office of Advocacy recently revealed that small
businesses with less than 20 employees created 98% of net new
jobs during the three years after the 2001-2002 recessions, and
businesses with less than five employees created 74% of those net
new jobs!
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Not this time

According to the Wall Street Journal, startups are not getting investments this time
around.? Not only have home equity loans, a common source of startup capital for
entrepreneurs,! become virtually non-existent, but angel investors have abandoned
entrepreneurs as well.

These wealthier investors (less than 2% of the population) are not investing in small
companies. This is a major problem because state and federal laws currently force
small businesses to rely almost exclusively on those investors (called “accredited
investors”) as their primary source of investment.

The other 98% of the population is largely left out because the government has
created laws that, although intended to protect small investors, have the effect of
legally excluding them, thereby cutting off a huge source of potential capital (literally
trillions of potential dollars in aggregate) for small, local companies.

1 “New Businesses Do More to Fix Economy Than Small Businesses” www.thetakeaway.org/2011/jan/13/money/

2 “Few Businesses Sprout, With Even Fewer Jobs”
http://online.wsj.com/article/SB10001424052748704648604575621061892216250.htmI?mod=WSJ article relat
ed



http://www.thetakeaway.org/2011/jan/13/money/
http://online.wsj.com/article/SB10001424052748704648604575621061892216250.html?mod=WSJ_article_related
http://online.wsj.com/article/SB10001424052748704648604575621061892216250.html?mod=WSJ_article_related

SMEs need money to create jobs

Money is the critical element needed for small and medium sized enterprises (SMES)
to launch, grow and create jobs.

* Money can be injected into SMEs as credit (debt) or capital (investment).

* Credit is virtually non-existent and even if it were available, places an additional
burden on SMEs to pay back the loans, reducing their ability to grow and create
jobs.

« Capital is far better and fortunately plenty of capital is available - if we can
remove the barriers that are currently impeding the flow of potential capital to
SMEs.

» The options available today for SMEs to raise public capital (including from the
98%) are not optimal, but usable.
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Current options for raising public capital

Three primary options are currently available to SMEs to solicit public funds:
*SEC Regulation D, Rule 504 (SCOR version) (federal)

*SEC Regulation A (federal)

Intrastate Offerings (state-level; each state has its own version of “intrastate”
offerings, which allows companies to solicit public funds from in-state
residents.)

We describe these options in detail in our document, A Primer on ‘Going Public’ -
How Companies Too Small for the National Stock Exchanges can Access Public
Capitalt

It is noteworthy that, nationwide, very few companies take advantage of these
options. That is one of the problems that UNIEX will address.

1 http://www.commonwealthgroup.net/public

1/25/2011 © 2011 Commonwealth Group


http://www.commonwealthgroup.net/public

Current options not working

A study conducted by the state of California in 2000 entitled Securities Regulations
and Their Effects on Small Business?! builds a case for changing current securities

regulations to better serve the SME community. The California Research Bureau,
publisher of the report, says:

“This paper shows in detail the federal and state options open to small business
to raise capital in the private and public markets. The process of selling
securities is very complicated and can be costly, as a maze of federal and state
regulations of mind-glazing complexity must be negotiated. Each state has its
own securities laws and regulations ... The paper ... suggests that there are a

variety of regulatory aspects that can be improved ... to facilitate the process by
which small businesses offer and sell stock.”

The study demonstrates that such laws inhibit the flow of public offerings by SMEs,
pointing out that during 1999 such public options were used 551 times out of 44,143
offerings — barely 1% (the balance was private offerings, which are easier to do).

1 http://www.library.ca.gov/crb/00/04/00-005.pdf (part 1) & http://www.library.ca.gov/crb/00/04/00-005-2.pdf (part 2)
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Needed — a new support system for SMEs

* Clearly the system is not working and changes are needed to turn our economy
around and create new jobs.

» Changes to national and state securities laws would help but do not represent a
complete solution.

» The most complete solution involves creation of a new “eco” support system for
SMEs designed from the ground up for the purposes of getting them capital and
other support.

 That effort would include an education campaign intended to inform SMEs and
their advisors regarding options currently available to them and how they can take
advantage of existing laws.

» That is what UNIEX is all about. UNIEX is a national and state-by-state stock
exchange-like platform for SMEs to attract public capital, provide liquidity for their
investors, and provide them with an information and mutual self-help support
structure.
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The benefits of a stock exchange

Historically stock exchanges have provided a convenient public meeting place
(marketplace) where public companies and their investors can meet and where
the sale of those companies’ securities (stocks, bonds and other instruments)
is facilitated (both initial offerings and secondary trades).

Matching investors with SMEs is one of our key objectives, especially local
investors for local companies. If we are to provide an enhanced capital flow to
SMEs, especially of public investment funds, then a stock exchange or stock
exchange-like environment needs to be provided to perform that.

Do the current stock exchanges provide the necessary environment and
support mechanisms to properly help SMEs raise public funds and provide
liquidity for their investors?

1/25/2011 © 2011 Commonwealth Group



Stock exchanges & SMEs

» Existing stock markets are geared nearly exclusively to large companies with
large public floats (number of shares held by the public) which provide
substantial liquidity for shareholders.

* In contrast, small public companies typically have very small floats and
substantial illiquidity, i.e., few buyers and sellers at any one time. That illiquidity
creates a high degree of volatility in the price of their shares and easily
subjects them to price manipulation.

« Liquidity is the key driver that underlies a stock exchange and the key benefit
that it provides to listing companies and their investors.

- If we are to provide that benefit to SMEs, we must find a way to provide for
greater liquidity than the current exchanges afford. The best solution is to find
ways for small companies to join forces thereby giving them collective abilities
they lack alone.

» In addition, they also need to make use of a platform that offers them visibility,
like UNIEX .



A stock exchange-like platform for SMEs

 Public companies account for less than 50% of the jobs in this country, and
the majority of the layoffs. Small and medium-sized companies (SMES) provide
more than half of U.S. jobs and, according to the Small Business
Administration (SBA), account for 70% of all new jobs.

* Yet there is over $26 trillion on Wall Street invested in public companies and
almost nothing publicly invested in Main Street companies. If we could move
just 5% of those funds to Main Street, we would create the biggest economic
stimulus in our history.

« Ideally new rules need to be established at the federal level to enable a SME-
centric stock exchange, to provide SMEs access to public capital and liquidity
for their investors.

» However, until such laws or rules changes can be effected, we need to do
what is possible under the existing rules. Today that can only be accomplished
with a stock exchange-like platform and not a true stock exchange. The key is
removing that stock trading function from the platform, while keeping the “meet
and greet” functions of providing investors information about the companies.
Trades are handled elsewhere.



UNIEX

Our solution is UNIEX — a stock-exchange-like environment (but not an actual
stock exchange, therefore not subject to SEC oversight as an exchange) to
provide SMEs access to public capital and liquidity for their investors.

* It is designed to work legally within the limitations of the current federal
and state rules concerning such environments, which means it is sub
optimal but workable.

» The key to avoiding designation as a stock exchange is for UNIEX to not
perform any actual trades (direct sale of newly issued shares, i.e., IPOs
and secondary trades). Those would be performed by others, either the
company itself or licensed brokers.

« UNIEX is an Internet-based information, promotion and advertising site
for SMEs. It will help put the SMEs together with investors so that they
can raise funds, provide their investors with a path to liquidity, and allow
local investors to invest in local companies.

« It will also serve as a comprehensive resource center for SMEs,
providing a virtual incubator-like role in the form of business/legal
information and networking.



UNIEX - global & local

* The world of SMEs is generally more local than global. That is, far more
SMEs are located within and serve a particular geographic area than are
oriented to serving a customer base that is more national or international.

* Likewise that means that many of their potential individual and in some cases
institutional investors and supporters will come from that same geographical
region.

* Thus a system like UNIEX needs to be structured to address those more
local, regional companies and their supporters, while still accommodating the
needs of companies with wider customer bases and corresponding investors
from other locations.

» That is precisely how UNIEX is designed. It is layered so as to provide its
participants both perspectives, national and local.

 Think of it as one global website that is an aggregation of hundreds of local
sites, wherein local investors can find local companies or locate others
throughout the country.



UNIEX basic functions

Both companies and investors will become members on the UNIEX website.

« Member companies will each have a dedicated section where they can
tell their story and provide answers to typical investor questions.

* Member companies will be required to demonstrate to UNIEX that they
are legally allowed to sell new shares to the public and/or have existing
shareholders that are legally allowed to sell their shares in secondary
trades. Companies that fall into either of those categories would normally
be considered small, non-reporting “public’” companies.1

« UNIEX will re-direct interested investors to the appropriate location
where they can buy shares.
1 For information on what it means to be a small public company, see “A Primer on ‘Going Public’ - How

Companies Too Small for the National Stock Exchanges can Access Public Capital”
http://www.commonwealthgroup.net/public
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UNIEX member companies

* Member companies will range from small, very early stage companies
(including startups) to medium sized mature companies, whose total market
value (market cap) could approach several hundred million dollars.

« In addition, UNIEX will encourage the use of various pooled investment
vehicles like mutual funds and corporate cooperatives,! that likewise could be
member companies promoted on UNIEX.

* In some cases, such vehicles would allow a number of smaller companies to
band together as part of a public company without the individual companies
having to be public themselves. Such smaller companies will be allowed to
publish information about themselves as a subset of the public member
company of which they are a part.

* In other cases, vehicles like mutual funds can have stock in the full spectrum
of UNIEX member companies and be a member company.

1 http://www.commonwealthgroup.net/cc.html
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Contact UNIEX

Commonwealth Group, the developer of UNIEX, has been structured as both a
national and state-level effort. It will lead the web development project for all
states and the direct marketing effort for its home state.

Direct marketing for other states will be carried out by subsidiary organizations
set up in those states, to maximize the local benefits and aid in any legislative
efforts. For more information, contact:

Commonwealth Group

Attn: Michael Sauvante, Executive Director
sauvante@commonwealthgroup.net

650 641 1246

More details are available at www.commonwealthgroup.net
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