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SEC Adopts Rule Amendments to Increase
Liquidity and Decrease Issuer Capital Costs

On February 15, 2008, recently adopted amendments to Rule 144
and Rule 145 of the Securities Act will take effect. The amendments
are intended to increase the liquidity of privately sold securities and
securities acquired in business combinations by giving holders the
ability to resell those securities more rapidly without registration
under the Securities Act.

The Rule 144 amendments shorten the holding period for the resale
of restricted securities of reporting companies from one year to six
months, simplify the conditions for non-affiliates of reporting
companies to freely resell restricted securities after satisfying the new
six-month holding period, and allow non-affiliates of reporting
companies to freely resell their securities without applying any other
Rule 144 requirements after a one-year holding period. The
amendments to Rule 145 generally limit restrictions on resale of
securities acquired in business combination transactions to securities
acquired from shell companies.

Rule 144

Rule 144 is the primary exemption from the registration requirements
of the Securities Act for the resale of restricted and control securities.
Restricted securities are generally securities acquired from an issuer
in a private transaction, while control securities are securities owned
by a shareholder who is an affiliate of the issuer. Rule 144 currently
permits an affiliate or non-affiliate of an issuer to sell restricted
securities after a one-year holding period, subject to the availability of
current public information about the issuer, compliance with volume
limitations, manner of sale requirements, and the filing of a Form 144
with the SEC. Currently, non-affiliate shareholders may sell restricted
securities without any limitations after a two-year holding period.

The amendments dramatically reduce the holding periods and
manner of sale requirements under the existing rule. The following is
a brief summary of Rule 144 as amended:

o Affiliates and non-affiliates who own restricted securities of
reporting companies may not sell their securities under Rule 144
during the first six-months.

o Affiliates who own restricted securities of reporting companies
may, after a six month holding period, resell their securities in
accordance with all Rule 144 requirements, including, current
public information requirements, volume limitations, manner of sale
requirements for equity securities, and filing a Form 144.

o Non-affiliates who own restricted securities of reporting companies
may, after a six-month holding period but before one year, resell
their securities under Rule 144, except that the current public
information requirements still apply.

o Non-affiliates who own restricted securities of reporting companies
may, after a one-year holding period, resell their securities under
Rule 144 and they need not comply with any other Rule 144
requirements.

o Affiliates and non-affiliates who own restricted securities of non-
reporting companies may not sell their securities under Rule 144
during the first year.

o Affiliates who own restricted securities of non-reporting companies
may, after a one year holding period, resell their securities in
accordance with all Rule 144 requirements, including, current
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public information requirements, volume limitations, manner of sale
requirements for equity securities, and filing a Form 144.

¢ Non-affiliates who own restricted securities of non-reporting
companies may, after a one-year holding period, resell their
securities under Rule 144 and they need not comply with any other
Rule 144 requirements.

Rule 145

Generally, under Rule 145, an exchange of securities in connection
with a business combination transaction is considered a sale and
must be registered under the Securities Act. Parties to these
business combinations are presumed to be underwriters, and as a
result, the resale of securities by these parties is restricted.
Transactions regulated by the Rule include reclassifications,
mergers, consolidations, and transfers of assets subject to a vote of
security holders. The SEC has rescinded these restrictions except
with respect to the securities of shell companies. The SEC has also
tied the resale provisions in Rule 145 to the new requirements under
Rule 144 applicable to resale of securities of shell companies.

For a detailed description of these revisions, please click here:

7__“ Securities and Exchange Commission: Revisions to Rules
144 and 145

If you would like more information regarding this Alert or desire
assistance in complying with the securities sale and resale
requirements, please contact one of Allen Matkins' Securities Group
attorneys.

Allen Matkins Leck Gamble Mallory & Natsis LLP has substantial
experience in securities laws matters, especially in representing
issuers and investors with regard to the sale and resale of securities,
and we would be pleased to assist you with any of your questions.
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