
Securities Regulation Daily Wrap Up,ENFORCEMENT—

S.D.N.Y.: Attorney liable for sale of unregistered shares 

that would not have been issued without her opinion 

letter ,(Jul. 12, 2013) 

By Rodney F. Tonkovic, J.D. 

A district court granted summary judgment in favor of the SEC on the issue of liability 

under Securities Act Section 5. The parties disputed whether an attorney’s actions had 

risen to the level of participation necessary for a Section 5 violation, and the court 

concluded that they had (SEC v. Greenstone Holdings, Inc., July 10, 2013, Cedarbaum, 

M.). 

The action arose out of the distribution of unregistered shares of Greenstone Holdings, 

Inc. between September 2006 and June 2008. In order to sell its shares publicly, 

Greenstone sent legal opinion letters to its stock transfer agent that would have 

supported an exemption from registration under Rule 144(k) that was available at the 

time of the sales. Rule 144(k), which was eliminated in early 2008, permitted resale 

after a two-year holding period for investors who were not affiliates of the issuer. 

Attorney Virginia K. Sourlis wrote one of these opinion letters, which stated her 

conclusion that the shares could be issued without a legend. In the letter, Sourlis 

represented that the shares could be issued in exchange for convertible promissory 

notes that had been issued by a predecessor before January 2004. Among other 

statements, Sourlis stated that the original convertible notes had been held for at least 

two years prior to the assignment and that none of the vendors were “affiliates” of the 

company under Rule 144. 

According to the court, the convertible notes described in the letter did not exist. All of 

Sourlis’ representations in the letter, the court stated, were false. 

http://business.cch.com/srd/SECvGreenstoneHoldings.pdf


Registration. The court concluded that there was no genuine issue of material fact as to 

Sourlis’ liability under Section 5. It was undisputed, the court stated at the outset, that 

there was no registration statement in effect and that the securities were sold through 

interstate commerce. The only issue was whether Sourlis’s participation satisfied the 

requirement that she directly or indirectly offered to sell securities, the court said. 

According to the court, the stock transfer agent would not have issued the shares 

without Sourlis’ opinion letter providing the authority to issue the unregistered shares 

without a restrictive legend. This was sufficient to hold her liable under Section 5, the 

court held. 
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