
N.A.S.D. AWARD

NATIONAL ASSOdATICK OF SECURITIES DEALERS

In the Matter of the Arbitration Between

Q£

Nils B.R. Carlson AWARD

vs. NASD #90-02092

Q£

Sacks Securities, Inc.
Richard Sacks
Gruntal & Coopany, Inc.

For dainant: Wbrth H. Morton, Santa Rosar California

FOOT

Sacks Securities, Inc.l: Richard Sacks
Richard Sacks: } Nbvato, California
Gruntal & Ccnpany: Eric S. Hutner, Esq., Gruntal & CVufwry, New York,

New Yorfc.

Statemeat of ffl̂ « filed: July 30, 1590

dainant *s Subnission Agreement signed: July 9, 1590

Statements of Answer filed by Respondents:
Sacks Securities, Inc.: Nboe filed
Richard Sacks: None filed
Gruntal & Co.: December 5, 1990

statement of Answer and Cross-claim filed: February 27, 1992

Respondents' Submission AJI •*•"*•'' fr« signed:
Sacks Securities, Inc.: None filed
Richard Sacks: Ncne filed
Gruntal & Gcopany: Hone filed

Bagel of 4



Date/ Sessions: September 10, 1991 - (2 sessions)
May 7, 1992 - (2 sessions)

Toraticpi fi«n Francisco, California

Claimant alleged "Thvf fr"T"* ̂'yi trades (short sale) with respect to
order to sell his Covingttan bonds.

Respondent Gnmtal, . as clearing agent for Sacks Securities,
liability for Claimant's -loss. In *"**<* amâ y**̂  answer, fsn*n<-ai r̂ -moâ ^ that
Claimant "h*A been mvimi < jydit*̂  for >̂«» sale of *̂ g bonds, and aqaar̂ -<aH in
the cross-claim that the -error was the result of improper instructions from
Respondents Sacks Securities ar>H Richard Sacks, aTvi therefore +•*» liability
for Claimant *s loss was tot of Sacks Securities and Richard Sacks.

RHJEP

Claimant requested damages of $7,427 plus interest. At hearing,
Claimant added a request -for damages for **>r« tax liability jw*m i**i vdaen M«
HUL account was sold out ^o cover the p* M '" l>_ sale of Covington. bonds.

Gruntal & Conpany i requested ^«triiBflj>i o£ aii *7iaH™g nrrnfrrtgd by
Claimant, and requested flail recovery from Sacks Securities and Richard Sacks
in the event Gnmtal is fl-riri liable to Claimant*

Trie parties have agreed that the Award in this matter may be executed
signed Award may be entered*counterpart copies haoctaritten,

In either case, the parties have agreed bo receive mnfnrmyd copies of
2«ard while the originals ramtin on file with the NASD.

Because of the *"• L iflp"̂ ^ Tmiy n?vtfMi4nn and multiple Trr* aj>j'i <r ̂ ĥ
which <•>»<• r»i«-im uneasily rests, *•>»<« award will T̂1ff̂ t̂̂ t̂t a recitation of

1. It is quite likely Richard Sacks misspoke and directed Gnmtal &
Cozpany to sell 12 units rather **•« 12,000 worth of bonds* It also appears
that Mr. Sacks made early attempts to rectify the error without realizing how
the r*ri"'ptig'*"n arose. Ihat *̂ « attempts could well have been more efficient
is supported by his behavior in this arbitration (failure to answer the claim
or cross-claim, frTmtinftss, unpreparedness, etc.)*
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2. Notwithstanding Mr. Sacks' probable -Jri-iMai error, **-*» underpayment
to Claimant could nave been corrected by Gruntal & Company, whose
representatives were on notice something was wrong.

Mr. Soblowski testified that he was not questioned about the
transaction he carried out, yet years later recalled having to perform

necessary to value properly a unit sale*

arfrn-lfrg to a fwHtwy Mi-mrr which rfffffTflrt ***** mn+4 rmat-H nei to

note a g»i.*> of 12,000 rather **w 12 u. Bad the rrmflTm accurately
reflected the «**™i transaction carried out, the erroneous order to sell 12
units rather <•>"*" 12,000 worth of bonds would have became apparent to Mr.
Sacks anrf r̂ niî  have been WCF***̂ **?., Tna«-oa<j t-ha rvynf̂ f̂̂ n UBS TUffO1*"***3** by

but differing *

3* The subsequent short sale of 8, 000 worth, of bonds arose from Mr*
Sacks1 TfHâ inr̂ i attsopt to cure *"*»* underpayment after " •"••̂ ^̂ â̂ '̂ " with
Gcuntal failed to da so. However, <-M» error hart its genesis in Gruntal 'a
original failure to investigate adequately or fYinprehpnd notice of an
underpayment.

4* T*"* perception that Gruntal 's response to notice of underpayment
was inadequate is reinforced by Gruntal !s failure to carry out its own
decision to "rebill both sides*1 (Alfano memo of September 1386) . Tte other
account *"?ldgr may, to ̂ ĝ day, continue to await a rebilling to disgorge
his windfall.

After ™*gin^oi-iTtfj *•>» pleadings, **** I mil INI nij' and ^^* evidence
presented at the hearing, the undersigned arbitrator has decided in full and
final resolution of +"*1* ̂  MI nap submitted for rf<M"g'r|tri ™ * * "" as follows:

1. Respondent Gruntal & Conpany is liable for and shall pay to
Claimant

a) $7,427 plus 10% interest from November 1,
1987, until paid; and

b) $825 as aEproodnate T̂"""*"*"" for tax
of

2. Cmss-respcttients Sacks Securities and Richard Sacks are jointly
and severally liable for and rf^n pay to Gruntal & Ocnpany an amcunt equal
to 25% of the total award paid to Claimant by Gruntal & Ocopany*

3. Ttfca part-Hoa q>t»n a*nh ]-innr ^-^o^^ respective
attorney's fees.

None*
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PCHEM

Pursuant to Sectioa 43 c of the Code of Arbitration Procedure, the
National aqgrir̂ aMrin Of Securities Dealers shall refund the $200
session deposit previously paid by Clainant. Forum fees are assessed as
follows:

Gruntal & Ccnpany:

3 fleflsiona x $2 00 /session a $600

Credit for *«*•••-* rig secaion
deposit = 300

Amount Due «

Richard Sacks:
1 session x $200/session * $200

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

Joanna.
DATE SERVED: 06/1/92

of Decision: - 92-
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