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® w a q n noun National Association of
w.A.t>.u. AWAKU Securities Dealers, Inc.

_ NASD Financial Center
NATIONAL ASSOdXnOT OF SfcUJklTlKS DEALERS 33 Whitehall Street
_ _ _ New York, N.Y. 1 0004

En the Jfetter of the Arbitration Between FAX (212) 858-4389

of

Josephine Powell

90-01218

Q£

E.F. Button & Ocnpany, Inc.
Shearson t̂ i-mm Brothers, Inc.

For Claimant Josephine Powell ("Claimant") : John Connolly, a sole
practitioner*

For Respondents E.F. Batten & Company, IDC. and Shearson Teaman Brothers,
Inc., ftwvyiirr"" to E*F. Button & Company, Inc., ("Shearson") : Charles R.
Mills, of Lord Day et al.

Statement of Claim filed: <-^p document was not dated; however, it was
received by the NASD on April 30, 1990*
Amended Statement of n̂ ™ filed: December IS, 1990.
Amended Statement of Claim filed: May 27, 1591.
Nation to Strite Respondents1 Answer to amcnHari Statement of Claim filed:
July 20, 1991.
Nation to Strike Exhibit C to Respondents1 Answer to *«"**«** Statement of
Claim filed: Jtaly 20, 1991*
Claimant's Submission Agreement signed on: Iferch 24, 1990.

Statanent of Answer filed by Respondents on: JUne 8, 1990.
Respondents1 Answer to the amonA** Statenwnt of ™**m filed: July 15, 1991*
Supplement to Answer of Respondents to the a^ianHoH statement of Claim filed:
Ally 18, 1991.
Respondents' Response to Claimant's Motion to Strike Respondents* Answer to
Anended Statanent of f?i •«•!•• filed: Septenber 18, 1991.
Respondents' Pogpnrtgg to dainent' s Motion to Strike Exhibit C to
Respondents1 Answer to ^gnrlf»? Statement of rr|a<im filed: September 18, 1991.
Respondent Shearson1 s (Successor to E.F. Bitten & Ccnpany, Inc.) Submission
Agreement signed on: JUne 13, 1990.

Pre-Hear±ng Conference: February 13, 1991/2 sessions/1 arbitrator
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July 22, 1991/1 session/1 arbitrator

Hearing Dates/Sessions: March 10, 1992/2 sessions
March 11, 1992/2 sessions
March 12, 1992/2 ooofllono
March 26, 1992/2 ocflfllono
March 27, 1992/2 sessions
April 29, 1992/2 seatrlona
April 30, 1992/2 sessions

TTi'rti I IHJ Location: Richmond, VA.

Claimant alleged Button •infr-janMnnai iy mHpi^fl and deceived *h**r> l^t** purchasing1

and selling securities. Claimant alleged Respondents made untrue statements
of material fact »** omitted Tmt-arrHai facts •|Tirl^H^'nj goUcl^^g her to open
an 'TpH orer/iiui f "j I n account when Barrel S* TJUIJT" ("laudon") , her account
representative, failed to *n 1*0 nap this account was for trading in options on
margin, ocnpared this account to her ««H«H«J blue rfrHp stock and bond
investments, and presented account disclosure documents in a mmwr ha knew
she would not read. Claimant alleged Respondents concealed ^P1*"* statements
of material fact about her objectives and trading activity level; concealed
the type of securities that would be traded within the options/margin
account, as well as the arbitration provisions; emitted the twenty-five
thousand dollar restriction on total risk of loss that had been authorized by
Claimant for the ^t î Tff/"""11^ n account; concealed that the securities mote
purchased and sold on margin; stated that the trading in the options/margin
account was at a profit, while knowing the statements were false; churned her
account; and reccmnsnded and *«*«*-• -ITM>H her investments in options and on
margin while knowing they were unsuitable for her. Claimant alleged
Respondents breached an agreement, misrepresented material terms, and
defrauded her regarding the purchase of a Button life insurance policy.
Finally/ Claimant ̂ ll^jed TTMMJM mTuil M violated *•***» R1OO statute*

Respondents alleged Claimant is attempting to recoup the losses she incurred
as a result of the Stock Market Crash on October 19, 1987. Respondents

they cannot be ^"M liable fear lonnro <^"^«*»^ by *•**» Crash; at the
time of the Crash, Claimant knew she held options, authorized these
transactions, and knew i"pf*rOTp entailed risk of loss* TWT|>iv1riirn asserted
options trading and other investments were suitable for Claimant and she was
iMnrri of **"» risks of those transactions. FIVIJH lalml n ***""•**** they engaged in
any misrepresentations or rmiaa*ema of material fact, or that they churned
Claimant's accounts. Finally, RftmvTtAwii-p ma-iiii-a-iTiaH claimant ***** full itf to
bring her nlalm under the RICO statute within the Hire period required.
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Claimants requested: actual damages in excess of $150,000.00; treble damages;
punitive damages in the amount of $2,000,000.00; pre and post judgment
interest; attorneys1 fees; and costs*

Respondents requested! the Statement of Claim be dlanlssed; costs; expenses;
and attorneys1 fees.

ft unuiDH)

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

1- Claimant's Nations to Strike Respondents' Answer and to Strike Exhibit C
to the Amended Statement of n̂*-*™ are

2- This arbitration panel has acknowledged and accepted that Respondent
Shearson is the successor to ReqpouJent Batten. Therefore, all issues
decided in this natter pertaining to Respondent Stearson are applicable to

Button and *11 ia?*i*a AarĤ pfl in MH« natter pertaining to
Respondent Button are applicable to Respondent Shearson.

After considering the pleadings, ***** testimony **•** *->» evidence presented at
the Imnrlnfj and post >*M>'HTVJ submissions, ***** undersigned arbitrators have

in full and final resolution of tfr0 igg^gf sufcznitted for detemdna-
tion as follows i

1- Reepoodent Shearson (successor to Reepoodent Button) is liable and shall
pay to Claimant the sum of $45,000.00;

2- All otter *t"i'H™g are Aanit** in i-KaH-r entirety;

3- Bach party shall bear its own expenses, -tTiriiivfriTvj attorneys1 fees.

Pursuant to Section 43c of the Code of Arbitration Procedure, the NASD shall
retain the $250.00 ncn-refundable filing fee previously deposited by
Claimant and the following Forum Fees are assessed*
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3 pre-hearing ggggims X $300*00 = $900.00
14 hearing sessions X $1,000*00 = $14,000.00

Forum fees &«g«M î Against:

2- dadnBat, in the amount $7,450.00. The NASD shall retain the $800.00
nonninti deposit previously deposited by Claimant. Therefore, the

amount due and owing equals $6,650.00}

3- Respondent, In the amount of $7,450.00.

Fees are payable to the National Association of Securities Dealers, 3nc.

Arbitrators' Signatures

trator

Date of Decision: June 10, 1992
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3 pro-hearing sessions X $300.00 = $900.00
14 i^ariryj garnlr™ * $1,000*00 - $14,000.00

Fbrura fees Auneorod Against:

2- dainant, In the amxmt $7,450.00. The NASD shall retain the $800.00
hmrinrr ggmim deposit previously deposited by Claimant. therefore, the
amount due and owing equals $6,650.00;

3- Respondent, in the amount of $7,450.00.

Fees axe payable to the Naticnal Associatioa of Securities Dealers, Inc.

Ajgaitxators1 Signatures

alien/Industry Arbitrator

Datelbf Decision: June 10-, 1992
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3 pre-hear±nrj nnnnlnnn X $300.00 = $900*00
14 hearing mwrlnnn X $1,000.00 = $14,000.00

Fbrum fees Aooooood Against:

2- daiaant, in tha anoint $7,450*00. The NASD shall retain the $800.00
deposit previously deposited by Claimant. Tberofian, tiie

amount due and owing equals $6,650.00;

3- RfispGodent, in the amount of $7,450.00.

Ftees are payable to the Mpt***"1 Association, of Securities Doalorp, Inc.

William H. Ifalloy/

Date of Decision: June 10, 1992


