N.A.S.D. AWRRD

NATIOMAL ASSOCIATION OF SECURTTIIES DEALERS

In the Matter of the Arbitraticn Between
Hama of Claimant
Nils B.R. Carlsmn ANARD
vs. NASD #90-02092

Name of Mts

Sacks Securities, Inc.
Richard Sacks
Grmtal & Canpany, Inc.

For Clajrant: Worth H. Morten, Santa Rosa, California

For Raspondents:
Sacks Securities, Inci Richard Sacks

Richard Sacks: Novato, California

Gruntal & Compamy: Eric S. Hutner, Esg., Grumtal & Campany, New Yark,
New York.
O RSO

Statement of Claim f£iled: July 30, 1990
Claimant's Sulmmission Agreement signed: July 9, 1990

Statements of Answer filed by Respendents:

Sacks Securities, Inc.: Nooe filed

Richard Sacks: Nena filed

Gruntal & Co.: December 5, 1990
Isemded Statement of Anower and Cross-claim filed: Febzuary 27, 1992
Respondents' Submissicon Agreements signed:

Sacks Securitiss, Incs.: Nopa filed

”

Richard Sacks: Nane filed
Gruntal & Camparny: Nooa filed
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Hearing Date/ Sessicns: September 10, 1991 - (2 sessions)
May 7, 1992 - (2 sesaions)

Hearing Location: San Francisco, Califormia
CASE SIMMARY
Claimant:allegadmthcrizedtradas (shozt sale) w:.thmspect:tohis
ordertasellhiscoﬁ.ngunba:ds

Rmﬂe:t Grmtal, as clearing agent for Sacks Securities, demied
liability for Claimemt's -loss. In tha smended answer, Gruntal conceded that
Claimant had been underaredited for the sale of his bonds, and asserted in
the cross-claim that the-erzor was the result of improper instructicms from
Respondents Sacks Securities and Richard Sacks, and therefore the liability
for Claimant's logs was that of Sacks Securities and Richard Sacks. -

I TR

the criginals remain cn file with the NASD.
onER

Because of the extracrdinary comfusicn and mltiple misapprehensicns
upcn which this c¢laim uneasily rests, this award will include a recitation of

certain findingsg.
1. It is quite likely Richard Sacks misspoke amd directed Gruntal &
Coxpany to sall 12 units rather than 12,000 worth of bonds. It also appears

that Mr. Sacks made early attempts to rectify the exror without realizing how
the confusion arose. That his attempts could well have been more efficient -
is supported by his behavicr in this arbitration (failure to answer the claim
or

cTOEE- tardiness, unpreparednesa, etc.).
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2. Nobtwithstanding Mr. Sacks! pmbableinit‘l.alm,thamdarmymt
to Claimant could have been corrected by Gruntal & Canpany, whose
renresentatives were an notice sanething was wreng.

Mr. Sablowaki testified that he was not questioned about the
transacticn he carried cut, yet years latar recszlled having to perfcmm
additional calculations necessary to value properly a unit sale.

Grmumtal admits to a coding error which caused the confirmation to
note a3 sale of 12,000 rather than 12 u. Had tha confizn accurately
reflected the actual transaction carried ocut, the errcmecus order to gell 12
mits rather than 12,000 worth of bonds wonld have becane apparent to Mr.
Sacks and could have been corrected. Instaadtbecmﬁmimvasc@o\mdedhy
mitual but differing misperceptions.

3. The subsequent short sale of 8,000worth of bands arose from Mr.
Sacks' misplaced attsmpt to cure the underpayment after coammication with
Gruntal failed to do so0. EHowever, this error had its genesis in Grumtal's
original failure to investigate adecuately or comprehend notice of an
underpayment.

4. The perception that Grumtal's respense to notice of inderpayment
wag inadecuate ig reinforced by Gnmtal's failure to carry out its owm
decigion to "rebill both sides” (Alfano memo of September 1986). Tha other
ﬁ-l-?:umtholda:my,tothisday, contime to await a rebilling to disgorge

windfall.

After considaring the pleadings, the testimony and the evidence
presented at tha hearing, the arbitrator has decided in £ull and
final resclution of the issuss submitted for determination as follows:

1. Respendent Grumtal & Company is liable for and shall pay to
Claimemt
a) $7,427 plus 10% interest fom November 1,
1987, until paid; and

b) $825 a5 arroximate canpensation for tax
comsacuences of thlg mared,

2. Croas-respaxisnts Sacks Sequrities and Richard Sacks are jointly
and severally liable for and shall pay to Grumtal & Company an amoaunt ecual
to 25% of ths total avard paid to Claimant by Grumtal & Company.

3. The parties shall each bear their respective costs including
attormey's fees.

OOBTS
e~
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FORM FEES

Pursuant to Secticn 43¢ of the Code of Arbitration Procedure, t‘na
National Associationm of Securities Dealers shall refimd the $200 hearing
sessicn deposit previcusly paid by Claiment. Forum fees are assessed as
Iollows:

Gruntal & Compamny:

3 pesaions x 3200/sessicn - 4600
Credit for hearing session
deposit = 300
Amount Dua = -
Richard Sacks:
1l gessicn x $200/seEsim = $200

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

\./ -"-4.7,,{_4__ '

Joamna Leighton

DATE SERVED: 06/1/92

Date of Decisin: D — 3/ - §2
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