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NMTCNfiL ASSOCUKTICK OF SECURITIES EEHJ3RS

In the Matter of toe Arbitration Between

of

D.K. Seltsam

89-03434

Maotport Financial Group, Inc.,,
Jerome S. Stain,
RiJ >pft'L M. FenxBBn,
Silveecro F. Vencziano, and
Securitieo Settlaneat Cbxp.

daioant, D. K. Sal team «•« rvpreaeDted by Jbaqpb P.
» o£ Hsr^anstem, Socagfaan.r Sbockaabcz^f McKlbcLclc

ft Gould of St. Louia, Miaaouri.

Bespondent, Weatport Financial Group, Inc. waa rapraaantTid by
Robert U* Fahraan, formerly Preeideut of WaoLpOL-t Financial
Group, Inc. of St. Louis, Miaaouri.

, Jarooa S. Stain appeared gro^sg^

K. Fabaoan appeared pro^ge^

, Silvastro F. Vanazianc

Sacuritiee Sattlenent Corporation, Inc.
ty Staphen P. Bedell, Ban. of Gardner, Carbon &

of Chicago, Illinois.

The Stataaant of nnlra waa filed with the NASD by Claimant,
D. K. Seltsam on DarwiTpr 7, 1989.

Deca±wr 27, 1589.
K. Seltsani'a ^^"^'vilrn AQreanant wna sioned



Ibft statement of Answer was filed by Respondent, Weetport
Financial Group, Inc. on March 15, 1990.

Respondent, Wastpoit Financial Group, Inc, did not file a
Submission Agreement with tba NASD.

A Statement of Answer was filed with tba NASD by Respondent
Robert M. Fehnaan on March 15, 1990.

Respondent, Robert M. Penman did not file an
With ̂ ** NASD.

ClaiDB&t, D. K. Seltsam filed a First Amended Statement of
with the NASD on April 24, 1390.

Claimant, D. K. Seltsam filed a Second Amended Statement of
with the NASD on May 1, 1990.

A Statement of Answer was filed with the NASD by Respondent,
Silvestro M. Veneziano on September 13, 1990.

Respondent, Silvestro F. Veneziano Ĥ M uat file an executed
Submission Agreement with the NASD.

Respondent, Jerome S. Stein did not file either an Answer to

the NASD.

A Statement of Answer and Motion to r*f*tmm the Second
Amended Statement of rTn-hn was filed with the NASD by Respondent,
Securities Settlement Corporation on August 23, 1990.

Respondent, Securities Settlement Orrynif 1 «fi' *f
signed by Bernard L. Finger on August 22, 1990.

heerlxicT dates and <̂ « •«>>•' of heurioo sefloions *<•** davmm̂ ^̂ ^̂ ŷ ^̂ «̂̂ ŵ i» *̂ ^̂ *m m̂ ^̂ ^̂ fr*̂ ^ v̂a> •̂ ^̂ M*«M̂ y ^̂ •̂ ^̂ pMm̂ B̂ i* |J«VM̂  ^̂ î ^

followei

January 8, 1992 for two (2) >«•••«•«"g seaninnB)
January 9, 1992 for two (2) hea-Hng cessionst
January 10, 1992 for two (2) hearing sqsgifnm
February 26, 1992 for two (2) >̂ f̂ "j saesicns; and,
February 27, 1992 for two (2) heari.ng seealrrii.

Tba bearing location was St. Louis, Missouri.



cass smaar

Claimant, D. K. Seltsam ("Seltsam") alleged that Respondent,
Jenae S. Stein (-Stein*) wfaUe employed at Respondent, Westport
Financial Group, Inc. ("Waetport Financial") i«mn«ii»iii«* to
Seltsam that ha purchase securities which ware highly speculative
without informing Seltsam of t-h1n fact. Seltsam further alleged
that many of the securities which ware purchased for hia account
ware not authorized for sale to Missouri residents bemuse they
ware not registered pursuant to Missouri Revised Statutes,
Section 409.301 or pursuant to the federal law. Seltmm also
alleged that may of the t^^ffftlma in Seltsam' s acrn'mt were

of ao****1" asserted by Selt
included hreach of fiduciary duty, TiBjlig^r ****? violations of
the Racketeer Corrupt Organizations Act ("RICO") . f>1*"p* î «i«y>
asserted that Weotport Financial, Respondent, Securities
Settlement Oarporation ("Securities Settlenent") , Robert M.
Fehroan ("Fehrdan") and Silvestxo Veneziano ("Veneziano")
to properly supervise Stein.

TTenpnr1nrir. fleetpuil Financial A»H«XJ «-ŝ  j»iTag»«-<^<« Of
i iy denying that ***>* securities aold to

Seltsam were unregistered. ^estpcacL Financial alleged that any
to Seltsam ware caused by reason of his om acts or

'., Fehxnsn also denied MT* a'^ifjit^c'V of the claim
I finally denied that any of the securities sold to

registered or that any of the securities
in for Seltsam ware unauthorized.

Fenzaen also denied the claim regarding his alleged failure to
adequately supervise Stein.

Veneziano denied *~*T *ii^p*^«*»» of the
alleged that he bad no fcnowledje of any unauthorized

in Seltsam1 s account*

Respondent, Securities Settlement also denied the
of the «*T»<» and requested dismissal of <**1^ ni •<••««

against it as a aatter of law. tt» basis for the Motion to
Dismiss wes that Securities Settlement iissei l-eil that it was only
the clearing agency for the brokerage firm, Westport Financial
*nA am such there WES no ' ̂  ̂ il i notTHil "̂ ol if•* p*>ff*^p ^^">"*i
Securities SetrMemmt and Seltsam.

Securities Settlement filed a crossclaim against Stein,
and Veneziano for < T <*^*f |j f^cat^i"" in <*̂ *> ervent Seltsam

any recovery on his claim against Securities Settlement.

Stein, Fehuaau and Veneziano did not file written nnsmeirn to
for



Seltsam requested compensatory damages of $211,914.33,
trebled to $635,742.99 pursuant to the RICO Act, attorney's fees
of $7,100.00, costs of the proceeding, interest at 8% per annum
from October 31, 1989 and punitive damages of $175,000.00.

Fehznan, individually and on behalf of Meotport Financial
requested ri1 animal of the claim.

Veneziano requested dismissal of *•*"? <•*''»•<•'«

Securities Settlement requested ******** of the *i«-i* and
asserted in its i*n**fx\ to «**••»* p« rĥ  «ij»<̂  39 & natter of latf on
the basis that it was a clearing agency which was not liable for

firm *->IM rniafri-man» SeltSBB.fc^K^MM *«^^ ^^*Mft» tM^Mn*^ f Mr^#«i ««^W^BB««

Stein, did not file an answer with an affirmative request for
relief for the panel to consider.

Securities^Settlewnt also crossclaiaad for lT¥Vnnificatinn
f ivu> Stein, FehoDan and Veneziano.

No written iinemmii' with an affizaative request for the panel
to ryirifl1<i*J>^ in response to *"t** f*TTBMf^*^f" for indemnification
received from Stein, Febnnan or V

Although Stein failed to file an exaaxted SubedMica
Agreement with the HMD, or an Answer to the Statement of <"?**",
Stein atveared at the hearing on the first three day*, testified

detexniaed that Stein was cb\j gated to submit to arbitration
at to Section 12 of the NMD Code of Arbitration Procedure

{•NASD Code") and accordingly, Stein will be bound by the
a panel's rtaHirtfn on all issues submitted for

Ibe panel also holds that Fehrnan and Veneziano who both
the claim and appeared and testified at the hearing were

obligated to submit to arbitration pursuant to Section 12 of the
NASD Code and they will be bound by the panel's determination on
all issues submitted despite failure to file with the NASD duly

IT to Arbitration.

aia«i hr>i^ia that VeoesBiano yyjj Stein voluntarily
not to appear on *~^> last two days of

hearing. The panel went forward with the hearing in their
on the last two days of the hearing pursuant to the



authority to do ao as set forth in Section 29 of the NASD Code.
Veoeziano's non-appearance en the last two days of the hearing
does not foreclose the fact that the panel holds that he will be
bound by tb*> panel's rb**f*rnrirutr*r*(\ on gli issues submitted.

Fehnnan requested leave to file a counterclaim against:
Seltsam and the panel did not: grant Fehxsan'a request.

The parties did not agree to execution of the award in
counterpart copies.

After considering the pleadings, the testimony and the
evidence presented at the hearing, the undersigned arbitrators
have decided in full and final resolution of the issues submitted
frrr ij/fff•Mfff*i»*'4 f*\ OS fOllOWBt

1. Seltsam's fflnlm asserted against Veneziano shall be and
is hereby denied and fHairifwed in its entirety)

2. Seltsam1 s rlntu asserted against Securities Settlement
shall be and is hereby denied and fUmrifrmrl in its entirety.
Securities Settlement's Motion to Dismiss is tnereby mooted;

3. Fenzmsn, WeutporL Financial and Stein are jointly and
severally i*^m* fqa* sam\ p^rll pay to Sol**"***! Inclusive of
interest, from the date the petition was filed until Much 15,
1992, the sua of Two hundred fifty six thnunmrl ninety five
dollars and seventy nine cents ($256/095.79). Tbe nemd is
entered against Heslpoft Financial to the extent that this entity
is not under the protection of the Federal Bankruptcy Law. if
HesttO-t Financial is so protected, the award as specified herein
is only entered jointly and severally against Stein and Fenuasn
in their individual capacity)

• 4. Febrnan, Stein and Westport Financial are also jointly
and severally liable for and snail pay to Sal team, attorney's
fees in the amount of Eighty one thousand six hundred five
dollars and seventy five cents ($81,605.75). This award of
attorney's fees is entered pursuant to the authority for such
relief set forth in the Missouri Securities Act. Again, to the
extent that Weslporb Financial nay enjoy the protection of the
Federal Bankruptcy Law, the award of attorney's fees is only

against Stein *tvi Fehronn in frfr^T* •<tvMv<Ai«i capacity)

5. Seltsam' s claims for punitive and treble damages under
RICO are specifically denied and

6. Securities Settlement's crossclaims against Stein.
Penman and Veneziano are diairtnsed as moot; and,



7. ine parties will each bear their own costs, T-""»- and
attorney's fees not otherwise specifically enumerated herein.

Pursuant to Section 43c of the Code of Arbitration Procedure,
the following Forum Fees are assessed. Tne NMD shall retain
the $1000.00 hearing neaaicn deposit made with the KftSD by
nalmmt, Seltsaou Seltaam is assessed and shall pay to the HASD
the $250*00 non-refundable claim *n-tng fee «fhirh was not paid to
the NASD when the claim was filed. aAMM^Mi Forum Fees in the
asount of $4,500.00 are assessed against Stein and «H*iM«r»-i
Forum, Fees in the amount of $4,500.00 are nssessed against

Securities Settlement is tmnooood and shall pay to the
HASD the non-ref
which SUM was to
against Stein, Fehnaan and Veneziano.

able claim filing fee in the amount of $500.00
be paid upon the *fM«j of its cross-claim

ForuB Fees were \inmmr\ on the basis of $1000.00 per
Tension for ten (10) hearing nemrlnrm All «H>«M^-I

and any unpaid filing fees fissassad to the parties are
payable to the National Association of Securities Dealers, Inc.

Concurring Arbitrators1 Signatures

Mav 7. 1392

try Arbitrator

7. 1392

7^1392

Date Award Served by the MSPilfcy 8, 1392


