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In the Matter of the Arbitration Between. FAX (21 2) 858-4389

of

W. Jeffrey Walker, Executor for the Estate of Harry D. Coryell
Roger L. Coryell
Nancy S. Coryell
Charles H. Rodgers
Frances M. Rodgers

90-00439 consolidated with 90-00440)

Stanley J. Lazusky Jr.
Legg Mason Wood Walter, Incorporated
Steven D. Kelly

For Claimants ("Claimants") : Brian E. Barbin Esq. and Tim Meyers, Esq. , of
Elliott Bray et al.
For Respondent Stanley J. Lazusky, Jr. ("Lazusky") : he represented hlntnnlf.
For Respondent Legg Mason Hood Walker ("Legg") : Charles Monk, Esq. and Andre*
J. Bowden, Esq. of Weinberg and Green.
For Respondent Steven D. Kelly ("Kelly") : he represented himself.

daimant W. Jeffrey Walker, Executor for the Estate of Harry D. . Coryell,
Rodger L. Coryell, Nancy S. Coryell and Elizabeth Walker's Statement of Halm
filed: February 8, 1390.
Charles H. Rodgers and Frances M. Rodgers Statement of Claim filed: April 30,
1990.
Claimant W. Jeffrey Walker, Executor for the Estate of Barry D. Coryell1 a

Agreement signed on: April 4, 1990.
Claimant Rodger L. ***** Nancy S. Coryell1 s Submission Agreement signed onz
February 17, 1990.
Claimant ^ < ̂j»hô h Walker's Submission Agreement signed on: February 27,
1990.
Claimants Charles H. Rodgers and Frances M. Rodgers did not file submission
agreements in this matter.

Statement of Answer in response to the Statement of Claim filed by
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W. Jeffrey Walter, Executor of the Estate of Hairy D. Coryell, Roger L. and
Nancy S. Coryell and Elizabeth. Walker filed by Respondent Legg on: there was
no date on t-fr<* document; however, it was received by the NASD on June 14,
1990.
Respondent, Legg'3 Sobmissicn Agreement signed on: June 13, 1590.

Statement of Answer in response to the Statement of fia-i™ filed by Claimants
Roger L. and Nancy S. Coryell filed by Respondent Legg on: there was no date
on this document; however, it was received by the NASD on May 9, 1990. •
Respondent Legg's Submission Agreement signed on: May 7, 1990.

Statement of Answer in response to Statement of Claim filed by Claimants
Charles H. Rodgers ««d Frances M. Rodgers filed by Respondent Legg on: July
27, 1990.

Statement of Answer filed by Respondent, Lazusky on: As required, pursuant to
Section 25 of the Code of Arbitration Procedure, ("Code") no document was
filed. However, on March 5, 1991, Lazusky executed a Waiver of Right to
Appear at the Arbitration Hearing. " -
Respondent, Lazusky's Submission Agreement signed on: As required, pursuant
to Section 12 of the Code, no document was filed.

Statement of Answer filed by Respondent, Kelly on: As required, pursuant to
Section 25 of the Code, no document was filed.
Respondent Kelly's Submission Agreement signed cm: As required, pursuant to
Section 12 of the Code, no document was filed. Respondent Kelly has notified
the NASD that he has filed for bankruptcy protection after the hearings in
**•*« matter

Rfspondent Stanley J. Lazusky, Jr.

He dfclnot submit a written Statement of Answer. Ha did not execute a
>u» . i|̂ »»y at t-ho hearings for *•"» purpose of

presenting a defense. However, Mr. Lazusky, Jr. did appear at some of the
hearings, without representation, at the request of the parties fear the
purpose of offering testimony in connection with this matter. Mr. Lazusky
was repeatedly apprised (on the record) , by the arbitrators, of his right to
have counsel present while he gave testimony, of his right to attend all the
hearings, and that any testimony elicited from him could be used against him.
Mr. Lazusky voluntarily answered questions posed to him by counsel for- the
daiments, counsel for Legg Mason Wood Walker, Incorporated and by the
arbitrators. While giving testimony Mr. Lazusky did, on occassion, refuse to
answer some questions by asserting Ms Fifth Amendment rights. Neither- Mr.
Lazusky, nor anyone representing Mr. Lazusky, were present during any of the
hearings other «•>"" those at which Mr. Lazusky was asked to testify. Mr.
Lazusky offered no objection to *"*v» arbitration c"n*"<imt'lr'g in his ribnpnrft and
acknowledged, on the record, that he had received all the pleadings in this
matter and that he was fully aware that an award could be rendered against
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him if the arbitrators so found.
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Steven D. Kelly

He didnot submit a written Statement of Answer. He did not execute a
Submission" Agrpgncnt nor did he appear at the hearings for the purpose of
presenting a defense. However, Me. Kelly did voluntarily appear at seme of
the hearings, without representation, at <->» request of the parties for the
purpose of offering testimony in connection, with *•*•*»» natter. Mr. Kelly
repeatedly apprised (en the record), by the arbitrators, of his right to
attend all of the hen-rings, of his right to have counsel present rfrriH-ng any
<f lofit-i r<n-iTifjf a-iv̂  that any testimony elicited r r ' *" ̂ i<> could be used against
MTU. Mr. Kelly voluntarily answered ojuestions posed to ̂ ™ by T̂*"??*]. for
the Claimants, by counsel for Legg Mason Hood Walker, Incorporated, and by
the arbitrators. Me. Kelly made a statement for the record and had
documentary evidence entered into the record. Neither Mr. Kelly, nor anyone
representing Mr. Kelly, was present <*m~»ng any of the hearings other than
those at which Mr. Kelly was scheduled to testify. Mr. Kelly offered no
objection to HI** aTtv4 ̂rŷ  j rm <-vfljfrHrniHn«j j_ji hlg absence arx̂  acknowledged, <*fo
the record, that he hart received all the pleadings in this matter and that be
was fully aware that an award could be rendered against him if the
arbitrators so found.

aring Dates/Sessions: February 19, 1391/2 sessions
May 7, 1991/2
Hay 3, 1991/2
July 1, 1991/2 sessions
July 2, 1391/2 sessions
July 29, 1991/2 sessions
July 30, 1991/2
August 1. 1991/2
Septffifror 11, 1991/ 2 sessions
Septefltoer 12, 1991/2 sessions
Sep1-«nher 19, 1391/2 sessions
September 20, 1391/2 sessions
Horvegtoer 6, 1991/2 sessions
Nova±)er 8, 1391/2 sessions
December 9, 1991/2 sessions
December U, 1391/2 aeflfllrrs
February 7, 1392/2 sessions
February 11, 1992/2 aeaainnn
February 12, 1392/2 sessions
February 18, 1992 / 2 sessions
February 13, 1392/2 sessions
March 3, 1992/1 session
April 3, 1392/1 session
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NASD,

90-00439

Claimant:

90-00440

Resprmripnts;

W. Jeffrey Walter, (bereiziafter "Walker"), Executor of the
Estate of Harry D. Coryall, (hereinafter t-h«» "Estate")

Stanley J. Lazusky, Jr., (hereinafter "Lazusky")
Legg Mason Hood Walker, Incorporated, (hereinafter
"Leg? Mason")

Charles H. and Frances M.Kodgers (hereinafter the "Rogers")̂
and Rodger L. and Nancy S. Coryell (hereinafter the
"Coryells").

Stanley J. Lazusky, Jr.
Legg Mason Wood Walker, Incorporated
Stevea 0. Kelly* (hereinafter " Kelly")

In 90-00439 the Claimant, Walker, alleged that Lazusky, then employed by Legg
Mason, traded «->r̂  Estate account in an unauthorized «"d excessive m»»nMo.- for
the purpose of generating commissions for Lazusky and Legg Mason without
regard for the interest and investment objectives of the Estate account.
Claimant futher alleged that when t-ha Estate account rx*it"-MT'ft* insufficient
funds to allow trading, Legg Mason, through. Lazusky, made cash advances to
MT*» Estate account to allow <~nyiHnj to be Tif lT"iat^ without tt̂  authority o£
Walker. Claimant also alleged that Lazusly misinformed Walker regarding the
status of the transfer of the Estate accounts assests from aircit-her brokerage
house and that Legg Mason failed to properly exercise its suervisdLng
•n«M»yipq'i>Yt litr̂ f* regarding Lazusky atyj M̂ » Estate account

Legg Mason denied ail ^ii^arpn^4nng of '̂'tigdr̂ Ti? sav^ asserted that at
Walker 'was fully aware of H*U» existence, nature and frequency of

* Steven 0. Kelly's liability, if any, is limited to those rlaimn of
Rodgers.

the
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trading in the Estate account. Futhermore, Legg Mason alleged that Walker
gave prior authorization, to Lazusky before any trade was TPMJ* in t*» Estate
account and that Legg Mason should not be held responsible for losses
suffered in the Estate account that occurred as a result of the market crash
and the investment policy pursued by Walker.

In 90-0440 Claimants Badgers and Coryells alleged that Respondent Lazuaky
engaged in i irmrî KTrf ŷ  *miifHng in *•*">< •»* various ĉco* m+p ayyj conducted
trades en margin f̂frg** b»ing expressly TwffiniMyj not to engage in margin.
trading, na<m«mfrp futher alleged that excessive i-ra/Hng was
their accounts for the sole purpose of generating camdssions amrf margin
interest for Lazusky and Legg Mason without regard to the interest and
investment objectives of **^> n a -j mating, a/M-tMrffiaiTyj. f"r>a4Tiiarct-.<9 alleged that
LaZUSky ^a"f 1°^ QO properly iriffinn na-itnaTit-g mtijjtfe^^nij t-.ty» StatUS Of **̂ »*»

transfer of their assets from another brokerage house and that Respondents,
Lazusky and Legg Mason, failed to disclose that unsuitable trades were node
in V̂IOIT* accounts.

Claimants Rodgers alleged that Respondent Kelly had misled Claimants Rodgers
7 ty[BTr^T>^ q^viTiH t-^ oa TTI t-ho-JT* aCCOUntS.

Claimants futher alleged that Legg Mason failed to properly supervise Lazuaky
and Kelly.

Respondent Legg Mason denied any aiipg^Mrmg of wrongdoing and asserted that
Claimants Rodgers and Coryell are intellegent investors who knew, or should
have known, **ty i nun™* ̂ ^̂ IYJ <» »̂ n̂r;̂ er̂  T̂̂  ̂ hâ T* «jp̂ yyTnt'j» since claimants
regularly received **ha<r* monthly statonents which. T̂ î*«yj| aii t-f̂ mĝ ri*-̂ rjftff in
their accounts for that month.. Respondent futher alleged that daiffanta
received a «"»Tgrf'<'*'ŵ ''«i slip for every *~cnnttv*"irin in **tn><y ̂ fvymn̂ g shortly
after e»̂ h trade was made, that Claimants executed margin agreements, and
that '̂ â̂ •̂ •̂̂ n̂ %'j received margin '"••̂ frarmpfo letters. p«»«i£« aidant; futhec*
alleged that most of Claimants' losses occurred as a result of the 1987
market crash and, therefore, these losses are not the responsibility of Legg
Mason.

Claimants W. Jeffrey Walker, Executor for the Estate of Harry D. Coryell,
requested: actual damages in the amount of $113,730.32; interest; punitive
damages; treble damages; costs and attorneys' fees.

Claimants Rodger and Nancy Coryell requested: damages in the amount of
$90,359.02; interest; punitive damages; costs; and recision of the purchase
of shares and for their original investment of $6,200.00 to be paid back with.
interest from March. 1989 to date of payment;

Rodgers requested: yfr"1'1 damages in *•>"» amount of $634,140.00;
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purchase of the shares be rescinded; punitive damages; interest; treble
damages and attorneys* fees;

Respondent Leg? requested: Rodger Coryell's and Elizabeth Walker's claims be
dismissed; that it is not responsible for market losses in the Estate
account that occurred as a result of the Market crash, and the investment
strategy pursued by the Estate; and the Demand for Arbitration as it relates
to Legg, should be dismissed. Respondent Legg requested; it is not
responsible for fT̂ mw*'-* Rodger anrf Nancy Coryell's market losses ̂ "̂  that
the Claimants' demand for arbitration be dismissed. Respondent Legg
requested: it is not responsible for Claimants Charles Rodgers and Frances
Rodgers' market losses ?TV* that Hy» f*] a •imanf-«t* f̂ amamrt for arbitration be
dismissed.

Respondent Lazusky requested; be made no formal relief request.

Respondent Kelly requested: he made no formal relief request and has filed
for bankruptcy protection after the conclusion of the hearings in thia +
matter.

The parties present at the hearing have agreed that the Award in this natter
may be executed in counterpart copies or that a handwritten, signed Award nay
be entered. In either case, the parties have agreed to receive crfifarmnd
copies of the Award while the originals remain on file with, the NASD.

The arbitration pan**! in this matter has agreed that Shear-son shall not be a
party to *•**•*« arbitration;

After considering the pleadings, the testimony and the evidence presented at
the >"*iT-iTigf the undersigned arbitrators have decided in full and final
resolution of the jsmnif submitted for determination as follows:

1- The arbitrators determined that Respondents Stanley J. Lazusky, Jr. and
Steven D. Kelly had received adequate notice of this arbitration n̂d T*ere
offered adequate opportunity to present a defence. Moreover Respondents
Lazusky and Kelly both stated that they viould not appear at any of the
hearings unless requested to be present for the purpose of testimony.

2- The arbitrators determined that pursuant to the by- laws of the NASD, to
which Respondents Lazusky *™* Kelly were found to be bound. Respondents
Lazusky and Kelly were required to submit to thin arbitration notwithstanding

fact that they did not submit an executed Submission Agreement nor
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3- All claims against Respondent Steven D. Kelly are denied in their
entirety;

«

4- Legg Mason Hoed Walker, Tnoorporated is liable and shall pay to Claimants
Charles H. Rcdgers and Francis H. Rodgers the sun of $16,000.00, with no
interest;

5- Legg Mason Mood Walker, Incorporated is liable and shall pay to Claimants
Rodger L. Coryell and Nancy S. Goryell the sum of $4,300.00, with, no
interest;

6- Legg Mason Wood Walker, Incorporated and Stanley J. Lazusky, Jr. are
jointly anrt severally liable and «h»n pay to Claimant W. Jeffrey Walker,
Executor for the Estate of Barry D. Coryell, the sum of $51,000.00, with no
interest;

7- Stanley J. Lazusky, Jr. is liable and gH»"n pay to Claimants Charles H. -• «
Rodgers and Frances M. Rodgers the sum of $32,000.00, with no interest;

8- Stanley J. Lazusky is liable and gH«n pay to Claimants Rodger L. Goryell
and Nancy S. Coryell the sum of $10,700.00, with no interest;

9- Stanley J. Lazusky, Jr. is liable and gh»"n pay to Claimant W. Jeffrey
Walker, Executor of the Estate of Barry D. Coryell, the sum of $10,000.00,
with no interest;

10- All other rlaimn are denied;

11- Bach party shall bear its CMI costs, j™«i<vMTig attorneys* fees.

Pursuant to Section 43c of the Code of Arbitration Procedure, the NftSD shall
retain the $1,000.00 non-refundable filing fee previously deposited by

following Forum Fees are assessed.

44 sessions X $1,000.00 = $44,000.00

Forum fees Aooeoaed Against:

1- Claimants Rodger L. Coryell and Nancy S. Coryell in the amount of
$7,333.33 "rt™« $5,000.00 hwring session deposit equals $2,333.00 due and
owing;

2- claimants Charles H. Rodgers aM Frances M. Rodgers in the amount: of
$7,333.33 minus $5,000.00 hearing session deposit equals $2,333.00 due and
owing;
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3- Claimant W. Jeffrey Walker, Executor of the Estate of Harry 0. Coryell
(and therefore, Rodger L. Goryell and Elizabeth, Walker) in the aocuut of
$7,333.33 minus $5,000.00 heart tig session, deposit equals $2,333.00 due and
owing;

4- Respondent Legg Mason Wood Walker, In p ted, in the amount of
$11,000.00 minus $8,000.00 haarijnq session deposit equals $3,000.00 due.
owing;

5- Respondent Stanley J. Lazusky, Jr. in the amount of $11,000.00.

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

Concurring Arbitrators' Signatures

Public Atxntrator

DATE OF DECISION: June 19, 1992


