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A.J. Paulika

For Claimants Floyd *™j Mary Vaughan ("Claimants11): David H. Foster, a sole
practitioner.

For Respondents FaineMehber, Inc. ("EW") and A*J. BauliJcas ("Paulikas") s
* F. Geoerelli, of EW.

For Respondent Michael Alioto ("Alioto"): Mr. Alioto appeared pro se.

Statenent of n»<» filed: .Sffpfflmher 24, 1990.
daimants* flnv«H«ig4<nn Aoreanant siloed on: Septeober 14, 1991.

Joint StataDont of AncMeo: filed by Respondents E* and Alioto on: March 27,
1991.

EW's fl"*-4— -i™ Agreemant signed on: September 27, 1991;
Respondent Alioto's Sidxdssioa Agreement signed on: October 3, 1991.

Stateotfnt of niiiBHii ^T*H by Respcndant Alioto cos April 25, 1991.
TTnnpmtait Alioto's Submission Agreement signed on: April 26, 1991.

Searing Dates/Sessions $ January 28, 1992/2
Jtauary 29, 1992/2 oegai

Location: -<^»'*>*»^t'gl4^ MI.

case

Claimants alleged R^qpcndents reccnnaxied unsuitable investments to
Claimants, perticularly in uncovered put options fading; made frauduleat and
imooent «tgr*ipg**milfl< !'•'» regarding tbe risks of trading uncovered
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options? Bespcodent Paulikas was negligent in his supervision of Alioto; and
that Paulikas and Alioto breached **i^i» duty to act in the best interest of a
custc

Respcodaits PW *TVH FauldJcas flllqgyi that «**" claimants T""̂ * their account
they executed a n™«*-«rf trading «nfcK'*HTMt!lr*< form in favor of Alioto which
authorized Alioto, in pertinent part, to do all types of options
transactions! that «*T options trades were in ccnpliance with approved
trading levels at the branch level and later in accordance with the Senior
Registered Qp^r»ia principal; that investment * •*»_* ••••iagiH«feigpg made, to
daimants wera suitable; *«H that the risks and Luwaidfl of the put writing
program M»IB explained to daimants.

KespGodent Alioto alleged that all risks of cpticos trading were
with dainnts; that the paperwork for cpticns trading. Client's Agreement

Trading Authorization forms were sent to daimants along with
the Options Risk Disclosure Booklet; that he acted in good faith tcmrds the
daimants; *"H r^an4<^ *\]_ ^^«^•mq cade by daimants*

requeeted: actual ilrnmgrn in the y**"̂ *" of $129,132.29; trebled
actual danages in the ancunt of $387,396.87; punitive damages in the anowifc
of $129,132*29; or if treble damages are not awarded, treble punitive
in the amount of $387,396.87; and attorneys' fees.

PW *™* FauliJcas rcgqcotod: the ^1»-|m of daimants be dlfjirtfified in
all respects; and coots.

Respondent Alioto requested: *•>**« matter by i l l i i i i i l i u u i i l in its entirety*

parties ham agreed that the Jtaerd in this matter may be eooanitad in
oouotoecpart copies or that a hanAcrittan, signed Award nay be entered^ In
either case, the parties have agreed to receive rrrfnrmftfi copies of the

the originals main on file with the NASD.

After r»nrwf*!•!-«nj the pleadings, *"*•* testiacoy and the evidence yieaanted at
the hearing, the imrfaEfa-tgrw* aitoitrators have dBri^V^ in full and final
resolution of the issues submitted for detcoarination as follows t

1* ReepoDdents PW, Paulikas *"* Alioto are liable and shall pay to daimants
the sum of TWHTCY FIVE 1BODSAND 00/100 PrTrTAPg ($25,000.00) ;
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2- Claimants' niaHm of punitive damages is dismissed;

3- All other T̂ji-iTtM are dismissed;

4- The parties shall each fr***- *•*••!••• am costs, duel lifting attorneys' fees.

Pursuant to Section 43c of the Code of Arbitration Procedure, the NASD shall
retain the $250.00 non- refundable filing f erf and the following Forum Fees
are assessed.

4 sessions X $1,000.00 = $4,000.00 Tmraifl hearing session d̂ osit of $1,000.00
= net $3,000.00 due.

Forum fees Assessed Against:

1- Respondents, jointly and severally, in the amount of $3,000.00*
Rfispcodenta shall also, jointly and severally, reiatourse Claimants the son o£
$1,250.00 to CTprasent the non-refundable filing fee and hearing session
deposit.

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

Concurring Arbitrators* Signatures

Brace K. Case/Industry Arcdtrator

Date: March 9, 1992
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