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In the Matter of the Arbitration Between FAX (212) 858-4389

Name of Claimants

W. Jeffrey Walker, Executor for the Estate of Harry D. Coryell

Roger L. Coxryell '

Nancy S. Coryell -
Charles H. Rodgexrs

Frances M. Rodgers

90-00439 ?ccnsolidated with 90-00440)

Name of %ts

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

REPRESENTATTON
For Claimants (*Claimants”): Brian E. Barbin Esq. and Tim Meyers, Esq., of
Elliott Bray et al. :
For Respandent Stanley J. Lazusky, Jr. ("Lazusky"¥): he represented himself.
For Respandent Legg Mason Wood Walker ("Legg®): Charles Momk, Esqg. and Andrew
J. Bowden, Exq. of Weinberg and Greem.
For Respandent Steven D. Kelly ("Kelly"): he represented himself.

S8 THFORNTION

Claimant W. Jeffrey Walker, Executor for the Estate of Harry D..Coryell,
Rodger L. Coryell, Nancy S. Coxyell and Elizabeth Walker's Statememt of Claim
filed: Pebruaxy 8, 1990.

Charles H. Rodgers arxd Frances M. Rodgers Statement of Claim filed: April 30,
1990.

Claimant W. Jeffrey Walker, Executor for the Estate of Harry D. Coxyell's
Sulmission Agreement signed an: April 4, 1990.

Claimant Rodger L. and Nancy S. Coryell's Submission Agreement signed on:
February 17, 1990.

Claimant Elizabeth Walker's Submission Agreement signed cn: 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 Claimants
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W. Jeffrey Walker, Executor of the Estate of Harry D. Coryell, Roger L. and
Nancy S. Coryell and Elizabeth Walker filed by Respondent Legg cn: there was
no date on this document; however, it was received by the NASD cn June 14,
1990.

Respondent, Legg's Sulmission Agreement signed cn: June 13, 1950. :

Statement of Answer in respomse to the Statement of Claim filed by Claiments
Roger L. and Nancy S. Caryell filed by Respandent Legg on: there was no date
an this document; however, it was received hy the NASD on May 9, 1990. :
Respandent Legg's Submission Agreement signed on: May 7, 1990.

Statement of Answer in respanse to Statement of Claim filed by Claimants

Charles H. Rodgers and Frances M. Rodgers filed by Respondent lLegg an: July
27, 1990.

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

Statement of Answer filed by Respondent, Kelly cn: As required, pursuant. to
Section 25 of the Code, no document was filed.

Respandent Kelly's Submission Agreement signed cn: As required, pursuant to
Section 12 of the Code, no document was filed. Respomdent Kelly bas notified
the NASD that he bas filed for bankrnptcy protectiom after the hearings in
this matter concluded.

purpose of offering testimony in commection with this matter. Mr. Lazusky
was repeatedly apprised (on the record), by the arbitrators, of his right to
have counsel present while he gave testimuy, of his right to attend all the
hearings, and that any testimenmy elicited fram him could be used against him.
Mr. Lazusky voluntarily answered questions posed to him by counsel for the
Claiments, coumsel for Legg Mason Weood Walker, Incorporated and by the
arbitrators. While giving testimony Mr. lazusky did, on occassion, refuse to
answer sane questions by asserting his Fifth Amendment rights. Neither Mr,
Lazusky, nor anyome representing Mr. Lazusky, were present during amy of the
i other than those at which Mr. lazusky was asked to testify. Mr.
lazusky offered no cbjection to the arbitration contimiing in his absence and
acknowledged, cn 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.

Qggg. t Steven D. Kellx

He did not submit a written Statement of Answer.
Submission Agreement nor did he appear at the hearings for the purpose of
presenting a defense. However, Mr. Kelly did voluntarily appear at some of
the hearings, without representation, at the request of tha parties for the
purpose of offering testimomy in comnecticn with this matter. Mr. Kelly was
repeatedly apprised {(an the record), by the arbitrators, of his right to
attend all of the hearings, of his right to have counsel present during amy
questicning, and that amy testimomy elicited from him could be used against
him. Mr. Kelly voluntarily answered questions posed to him by counsel for
the Claimants, by counsel for Legg Mason Wood Walker, Incorporated, and by
Relly made a stataement for the record and had
documentary evidence entered into the record. Neither Mr. Relly, nor anyone
representing Mr. Kelly, was present during any of the hearings other than
those at which Mr. Kelly was scheduled to testify. Mr. Kelly offered no
cbjecticn to the arbitratiom contimuing in his absence and acknowledged, db -
the record, that he had received all the pleadingms in this matter and that ha
was fully aware that an award ocould be rendered against him if the
arbitrators so foumd.

the arbitrators.

Mr.

Hearing Dates/Sessions: February 19, 1991/2 sessions

May 7, 1991/2 sessions

May 9, 1991/2 sessicns

July 1, 1991/2 sessicns

July 2, 1991/2 sessicns

July 29, 1991/2 sessicns
July 30, 1991/2 sessicns
August 1. 1991/2 sessions
September 11, 1991/ 2 sessicms
September 12, 1991/2 sessicns
Septenber 19, 1991/2 sessicns
September 20, 1991/2 sessicns
November 6, 1991/2 sessicns
November 8, 1991/2 sessions
Decenmber 9, 1991/2 sessicma
December 11, 1991/2 gessicns
February 7, 1992/2 sessions
Pebruary 11, 1992/2 seasions
February 12, 1992/2 sessions
February 18, 1992/ 2 sessims
February 19, 1992/2 sessions
March 3, 1992/1 session
April 3, 1992/1 session

National Association of
Securities Dealers. Inc.

NASD Financiat Center
33 Whitehail Street
New York. N.Y. 10004
FAX {212) 858-4389

He did not execute a
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Hearing lLocation: NASD, Philadelphia, PA.
The Parcies -
90-00439
Claimant: W. Jeffrey Walker, (hereinafter "Walker®), Executor of the

Estate of Haxry D. Coxryall, (hereinafter the "Estate")

tg: Stanley J. Lazusky, Jr., (hereinafter "lLazusky*)
Legqg Mascn Wood Walker, Incorperated, (hereinafter

"Legg Mascn*)

90-00440

Claimants: Charies H. and Frances M.Rodgers (hereinafter the "Rogers®):
and Rodger L. and Nancy S. Coryell (hereinafter the °
"Coryells®).

ts: Stanley J. lazusky, Jr.
Legy Mascn Wood Walker, Incorporated
Steven D. Kelly* (hereinafter " Kelly*)

CASE SUOMMARY

e —— ——]

In 90-00439 the Claimant, Walker, alleged that lLazusky, then amployed by Legg
Masan, traded the Estate account in an wnauthorized and excesgive manner for
the purpose of generating cammissions for Lazusky and legg Mascn without
regard for ths interest and investment ocbjectives of the Estate account.
Claimant futher alleged that when the Estate account cantained insufficient
funds to allow trading, Legg Masan, through lLazusky, made cash advances to
the Estate account to allow trading to be contimed without the authority of
Walker. Claimant also alleged that Lazusly misinformed Walker regarding the
status of the transfer of the Estate accounts assests fram another brokerage
house and that Legg Mason failed to properly exercise its suervising
responsibilities regarding Lazusky and the Estate account

Legg Masan denied all allegatioms of wrongdoing and asserted that at all
times Walker was fully aware of the existance, npature and frequency of

*# Steven D. Kelly's liability, if amy, is limited to those claims of the
Rodgers.
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trading in the Estate account. Futhermore, Legg Mason alleged that Walker
gave pricr autborization to Lazusky before any trade was made in the Estate
account and that Legg Mason should not be held respansible 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 Claimamts Rodgers and Coryells alleged that Respondent Lazusky
engaged in wmauthorized trading in their varicus accounts and conducted
trades cn margin after being expressly infoarmed not to engage in margin
trading. Claimants futher alleged that exressive trading was conducted in
their accomts for the sole purpose of generating commissions and margin
interest for lazusky and Legy Mascn without regard to the interest and
investment cbijectives of the Claimants., Additionally, Claimants alleged that
lazusky failed to properly inform Claimants regarding the status of the
transfer of their assets fram another brokerage house and that Respandents,
Lazusky and lLegg Mason, failed to disclose that umsuitable trades were made
in their accoumts.

Claimants Rodgers alleged that Respondent Kelly bad misled Claimants Rodgers
regarding securities in their accoumts.

Claimants futher alleged that Legy Mason falled to properly supervise Lazusky
and Kelly.

Respandent Legg Mason denied any allegatioms of wromgdoing and asserted that
Claimants Rodgers and Coryell are intallegent investors who knew, or should
have known, the trading being conducted in their accounts since Claimemts
reqularly received their momthly statements which listed all transacticms in
their accoumts for that momth. Respondent futber alleged that Claimemts
received a confirmation slip for every tramsaction in their accoumts shortly
after each trade was made, that Claimants exscuted margin agreements, and
that Claimmnts received margin mintenance letters. Respondent futher
alleged that most of Claimants' losses occurred as a result of the 1987
market crash and, thearefore, these losses are not the respomsibility of Legg
Mason.

EELIEY ROESTED
Claimants W. Jeffrey Walker, Executor for the Estate of Harry D. Coryell,

requested: actual damages in the amoant of $113,730.32; interest; punitive
damages; treble damages; costs and attommeys® 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 inovestmemt of $6,200.00 to be paid back with
interest from March 1989 to date of payment;

Claimants Rodgers requested: actual damages in the amount of $634,140.00;
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purchase of the shares be rescinded; punitive damages; interest; treble
damages and attormeys*' fees;

Respandent Legg 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 diamissed. Respendent Legg requested: it is pot
responsible for Claiments Rodger and Nancy Coryell's market losses and that
the Clajmants' damnd for arbitraticmn be dlamissed. Respaodent Legg
requested: it is not respomsible for Claimants Charles Rodgers and Frances
Rodgers' market losses and that the Claimants' demand for arbitzation be
dismissed.

Respondent Lazusky requested: be made no formal relief request.

Respcndent Kelly requested: he made no formal relief request and has filed
for bankruptcy protectiom after the comclusion of the hearings in thie
matter.

OTHER ISSUES (XNSITENED & DECTDED

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

The arbitration panel in this matter has agreed that Shearscn shall not be a
party to this arbitratiom; - ’ C

-]
After considering the pleadings, the testimomy and the evidence presented at
the hearing, the undersigned arbitrators have decided in full and final
resolution of the issues sulmitted for determination as follows:

1- The arbitrators dstermined that Raspondents Stanley J. Lazusky, Jr. and
Steven D. Felly had received adequate notice of this arbitraticn and were
offered adequats opportumity to present a defemse. Moreover Respondents
Iazuakyandxellybothstatedthattheywouldmtamenratanyoftba
hearings unless requested to be present for the purpose of testimonmy.

2- The arbitraters detemmined that pursuant to the by-laws of the NASD, to
which Respondents Lazusky and Kelly were found to be bound, Respandents
Lazuskyandxellymrequimdtosumittotbisa:bimticnmwithstmding
the fact that they did oot submit an executed Submission Agreement nOX
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present a defense. Therefore, Respondents lazusky and Kelly afiex (eexeEdmsso
this panels rulings and determipations.

3- All claims against Resporddent Steven D. Kelly are denied in their
entirety;
4- Leqgg Mason Wood Walker, Incorporated is liable and shall pay to Claimants
Charles H. Rodgers and Francis M. Rodgers the sum of $16,000.00, with no
interest;

5- Legg Mason Wood Walker, Incoarporated is liable and shall pay to Claimants

Rodger L. Coryell and Nancy S. Coryell the sum of $4,300.00, with no
interest;

6- Legg Mascm Wood Walker, Incorporated and Stanley J. Lazusky, Jr. are
jointly and severally liable and shall pay to Claimant W. Jeffrey Walker,
Executor for the Estate of Eaxrry D. Coryell, the sum of $51,000.00, with no
interest;

7- Stanley J. Lazusky, Jr. is liable and shall 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 shall pay to Claimants Rodger L. Coryell
and Nancy S. Coryell the sum of $10,700.00, with no interest;

9- Stanley J. lazusky, Jr. is liable and shall pay to Claimant W. Jeffrey
Walker, Executor of the Estate of Harry D. Coryell, the sum of $10,000.00,
with no interest;

10- All other claims are demnied;
11- Each party shall bear its cwn costs, inciuding attorneys' fees.

EONIM s

Pursuant to Section 43c of the Code of Arbhityation Procedure, the NASD shall
retain the $1,000.00 non-refundable £iling fee previcusly deposited by
Claimants and the following Forum Fees are assessed.

44 sessions X $1,000.00 = $44,000.00
Forum fees Assessed Against:

1- Claimants Rodger L. Coxryell and Nancy S. Coxyell in the amoumt of
$7,333.33 mimus $5,000.00 hearing session deposit equals $2,333.00 due and
owing;

2- (Claimants Charles H. Rodgers and Frances M. Rodgers in the amamt 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, Exacutor of the Estate of Harry D. Coryell
(and therefore, Rodger L. Coryell ard Elizabeth Walker} in the amxmt of
$7,333.33 mimis $5,000.00 hearing session deposit equals $2,333.00 due and

owing;

4~ Raspondent Legg Mascn Wood Walker, Inccrporated in the amxmt of
$11,000.00 mirmus $8,000.00 hearing session deposit equals $3,000.00 dua and
owing;

5- Respondent Stanley J. lazusky, Jr. in the amoumt of $11,000.00.

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

Concurring Arbitrators' Signatures

DATE OF DECISION: June 19, 1992



