N.A.S.D. AMARD
NATTONAL ASSOCTATION OF SECURITIES DEALERS

In tha Matter of tha Arbitraticm Between
Neme of Claimamts

Virginia V. Halbert, Scndra L. Allen,
Gail Bishop, and David G. and Anne M. Pavelic

Case -
#89-02582
#89-02583
#85-02584

For Claimant: Denise Davis Schartzman, Esq. of Greenfield & Chimicles and
Frank Lewis, Esq. of lLangermmsn, Begam, Lewis & Marks.

For Respandents: Casey Baum, Esq. of Shearson Lelxan Brothers, Inc.

.Statamt of Claim filed: Septembexr 15, 1989.

Claizent Virginia V. Halbert Submission Agreement siguned cn August 21, 1989.
Claimant Sandra L. Allen Sulmission Agreement signed oo August 25, 1989.
Claizent Gail Bishop Submission Agreement sigaed on August 21, 1989.
m&mc.mmwmwmummm
Statement of Answar filed by Respandents Shearscn Lebman Button, Inc.,
Richarxd Casmy and Richard A. Metlzer cn: February 9, 1990.

Respondents did not sulmit submission agreements; bowever, they did submit
answers, moticns and replies and were represented by Coumsel at the hearings.

Therefore, Pursuant to Secticn 12(a) of tha Code of Arhitration Procedure,
the presiding arhitrators exercised their jurisdiction over the Respandents.
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Hearing Dates/Sessions: Octcber 25, 1990 - triple sessaicn
October 26, 1990 - double sessicn
Novenber 24, 1990 - triple sessicn
Novenbar 25, 1990 - triple sessim
Novenber 26, 1990 - double sessicn
February 14, 1991 - double sessicn
February 15, 1991 - double sessicn
April 11, 1991 - triple gession
April 12, 1991 - triple session
May 21, 1991 s+ double sessicn
May 22, 1991 - triplé sessim
July 18, 1991 - triple session
July 19, 1991 - double sessicm
July 20, 1981 - double session
August 6, 1991 - double sessicm
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Hearing lLocaticn: Philadelphia, Pemnsylvania

CASE SOMARY

In these four cases, which were comsclidated for hearing puxrposes, Claimants
he]ld brokerage accoumts with Reaspondent, Shearson Lelran Brothers, Ine.,
successar to Shearson Lehxman Huttom, Inc. ("Shearaan®) at Shearson's office
in Harristurg, Pemgylvania. The claims against Shearson arise as a result
of alleged miscenduct of Richard A. Malzer ("Malzer®), a registared
representative of Shearson who warked in the Harrisburg cffice, and of
Richard Comsmy ("Comay®) Vice President of Shearson and Branch Managexr of
the Harrisburg offics.

Claimants alleged that Sbearsm, throvgh its represeatative Malzer, solicited
each Claiment to cpen an account with Shearson with assurances of
profitability apnd safety, and by material misvepresentations and onissions
with regard to the natize and risks in ths securities trading program which
¥Malzer recanmended. Claimants alleged that the acts and anissions of
Malzer, Casmy and Shearson were intenticmal and reckless and effected to
defraud Claimants. Claimsnts also alleged unauthorized and umsuitable
trades, incinding coption and margin trades, ware condicted in all accounts.
Claimants additicnally alleged that Melzer caused or directed an exceasive
mmber of trades in Claimants’ accoumts to generate high camzissicn income
for Malzer and Shearscn. Claimants alleged that Coomey and Shearson failed
to pxoperly supervise Melzer and Claimmnts' acocoumts.
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Claimants alleged that Respondents have engaged in a pattern of securities

fraud which vioclated Section 1962(c) of the Racketeer Influenced Corrupt
Organizations Act ("RICO®) Title 18 U.S.C. Section 1961 et sey.  Claimmnts
alleged that Respondents' acticns also violated the Securities Exchange Act
of 1934 Title 15 U.S.C. Section 78aa, thes rules of the New York Stock

Exchange, the rules of the American Stock BExchange and ths rules of the
Naticnal Association of Securities Dealers. Further, Claimsnts alleged that
such condiet violated the fiduciary duty owed to Claimants, and also violated
the stata law of fraud, deceit, negligence and breach of contxact.

Respondents categorically denied all wrongdoing and specifically maintained
that Melzer did not control the Claimants' acocounts. Respondents maintained
that no misrepresentations were made to encourage Claimants to cpen thair
accounts with Respondents. Respondents maintained that all investments,
alang with tha risks associated with each investmant, ware discussed with the
Claimants., Respondents maintained that the Clajimants were sophisticated
investors and that the trades ware suitable in light of their investment
needs and cbjectives., Raspondents maintained that the Claimants' acommts
were profitable with the exception of Claimant Sondra L. Allen. Respandents
maintained that nocoe of the Claimants' accounts were chirmed. Respondents
further maintained that at no time was there any intent to defrand the
Claimants. Respondents maintained that all transactions in the Claimants

Cl-imants requast rescisgion and/or campensatory damages, actual damages,
paitive dsmges, treble dmmages, costs and attorneys fees. Respandents dexy
all wvwongdoing and request an mard in their favor.

y
mmmwmﬁmmhmntmmyummm
coumnterpart copies or that a handwritten, signed Jsmxrd be entered. In either
case, the parties have agreed to receive conformed copies of tha Zswerd while
the ariginals remmin on fils with tha NASD.

After considering the pleadings, the testimony anxi the evidence presented at
the hearing, the undersigned arbitrators bave decided in full and final
resolution of tha issues submittad for detemmination as follows:

A. Claimmts' requested relief under Title 18 U.S.C. Section 1961 et geq.
"RICO" is DRIIED,

—® .
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B.

C¢'

D.

E.

J.
K.

L.

0.

CQlaimants’' requested relief for punitive damages and treble damages is
DENTED.

Claimants* reqtmted"nelie.f for attormeys' fees and costs is DENIED.

That Respondent Shearacn is liable to and shall pay to Claimsnt Virginia
V. Halbert the sum of Two Hmdred Forty Five Thousand and 00/100
Dollars ($245,000.00).

That Respondent Shearson is liable to and shall pay to Clajmant Scxxira
L. Allen the sum of Twenty Seven .Thousand and 00/100 Dollars

- ($27,000.00) .

That Respondent Shearscn is liable to and shall pay to Claimant Gail
the sum of Twenty Righty Thousand and 00/100 Dollars
($28,000.00) .

That all claims made by Claimants David G. and Amne M. Pavelic against
Raspondent Shearson are denied in thair entirety.

That Respondent Richard A. Malzer is liable to and shall pay to Claimsnt
V. Halbert the sum of Five Hrxired Ten Thousand 00/100 Dallars
(8510,000.00) .

-

That Respendent Richard A. Malzer is liable to and shall pay to Claimant
Sxdra L. Allen the sun of Fifty Nine Thousand 00/100 Dollars
($59,000.00) . .

That Respondent Richard A. Melzer is liable to and shall pay to Claimant
Gail Bishop the sum of Thirty Pive Thousand 00/100 Dollars ($35,000.00).

mcwmme.mmu.mdmm:m
Richard A. Melzer are denied in their entirety.

That Respcndect Rickand Copeay 13 lizble to and shull pay to Cladmant
v.mmmumwsmmwoo/mo

’ Virginia
Dollars ($163,000.00).

That Respondent Richard Comsery is liable to and shall pay to Claimant
Sondra L. Allen the sum of Twmty Three Thousand 00/100 Dollaxs
(3230000-00).

That Respondent Richard Coasmy is lisble to and shall pay to Claimmnt
Gail Bishop the sum of Fourtsen Thousand 00/100 Dollars ( 814,000.00).

mecnimumvmc.mdmn. Pavalicchimagainatm
Richard Cxney are denied in their emtirety.

All of the above stated suns are inclusive of interest until the date of
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this award, and shall thereafter, until paid, bear simple interest at the
rate of 12% per anmmm.

P. All other moticns, claims, cross-claims and counter-claims are DENTED.

FORIM FEES
- ]

PtmuanthoSecﬁimﬂ(c) of the Code of Arbitration Procedure, the following
Forum Fees are assessed.

Filing Fees and all interim fea deposits previcusly mads by Claimants and
Respondents shall be retainad by the Natimal Association of Securities -

Dealers, Inc*ﬁa@mdmtahaupnyaddiumlfmnteuinthammtot
Twenty Two Thousand and 00/160 Dullars ($22,060.00).

Fees ampayahletotheﬂadma.lhuochticnofSeaxitieaDalets, Inc.

Cnourring Arbitrators' Signatures:

Wb G St

JMichaal Quarto 7
Industry Azbitrator

W CHeunfeni LEH by L T1C~

Dated: September 25, 1991
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this award, and shall thereafter, umtil paid, bear simple interest at the
rate of 12% per anmm.

P. All other motions, claimg, cross-claims and coumter-claims are DENTED.

POXM FEES
B e
Pursuant to Sectimm 43(c) of the Coda of Arbitraticm Procechme, tha following
Forum Fees are assessad.

Filing Fees and all interim fee depoaits previocusly made by Claimants and
Respendents sball be retained by the MNatioms]l Aseccsistiem of Secuxitics
Dealers, Inc. . shall pay additicnal forum feas in the amoumt of
00/100 Dollars ($22,000.00).

Dated: September 25, 1991
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this mexd, and ghall thereafter, until paid, bear simple interest at the
zate of 12% per anmun.

P. 1Al cther moticns, claire, cross-claims and counter-clairs ave DENTED.

Pursuant to Section 43(c) of the Code of Arbitration Procedure, the following
Forun Fees are assessed,

FPiling Fees and all interim fee deposits previcusly made by Claimants and
Ragpondents shall be the National Association of Semrities
Dealers, Inc. adlitional forum-fees in the amoxmt of
Twenty Two Thousand and 00/100 Dollars ($22,000.00) .

Fees are peyabla to the National Association of Securities Dealers, Inc.

Conourring Axbitraters! Signatures: -
>~ J
W& Oy e
. Bruton

Dated: Septmber 25, 1991
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