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NATTQMAL ASSOCTATTON OF SELTRTTIES DEALERS

In the Matter of the Arbvitration Belween

Bame of Claisemt:

Jmmes A. Guaother

90-02924
B of Pepoprents:
Advegt, Inc.
Christopher B. Creal
REPRESENTATION

For Claimant: Gecrge G. Mahfood, Esqg. of Specter Law offices, P.C.

For Respandents: William S. Smith, Esq. of Pietragallo, Bosick & Gordm

CASE INFORMATTION

Claimant filed a Statement of Claim on Octcher 17, 1990 and signed a
Submissicn Agreament cn October 12, 1990.

Respondents Advest, Inc, and Christopher Creal filed a joint Statement of
Answer om April 1, 19921, Respondent Advest, Ioc. signed a Sukmissiao
Agreament cn March 5, 1991 and Respondent Christopher Creal -signed a
Sulmnission Agreement on May 29, 1991,

EERING INRORTION

Hearing Dates/Sessicns: August 27, 1991: two sessicns;
Auguat 28, 1991: cne sessica.

Hearing Location: Pittsburgh, Femnsylvania,

AR SOReRRT

Claimant alleged that during the months of June through October of 1989
he bought shares in the Putnam Premier Income Trust from Respondent Creal.
By Octcber 31, 1989 he owned 6,750 ghares of the txust. On November 9, 198%
Respandent Creal telephened (Maimant and recommended that he sell all of his
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holdings in the Putnam Premier Income Trust anxi invest the proceeds in
Heritage Bancorp, which Claimant did on November 10, 1991.

Claimsnt further alleged that at the time of Raspondent Advest's sale
of Heritage to Claimant, both Raspondents knew certain information that
indicated that Heritage was not a good investment. Claimant further alleged
pursuant to secticn 10(b) of tha Securities Exchange Act and SEC Rule
10b-5 that Respondents made untrue and misleading statements and that he wes
induced to purchase the stock to his detriment.

Claiment also alleged pursuant to sectiom 1962(a) of the Racketeer
Influenced and Corrupt Organizations Act that Respondent Advest undertock a
program and scheme to promte Heritage stock through - fraudulent
representations and arissions., He also alleged pursuant to sectlon 19862(c)
of the Racketeer Influenced and Corrupt Organizations Act that Respondent
Creal participated in and conducted the affairs of Respondent Advest through
this pattern of racketeering activitias and that he had been directly harmed
by both Respavients! actions.

Claimant further alleged pursuant to sectiocn 12(2) of the Securities Act
of 1933 and secticn 501 of the Pemnsylvania Securities Act of 1972 that he
offered to tender 7775 shares of Heritage to Respondent Advest. Clairamt
further alleged that Respondents had violated Rules two and elghteen of the
MASD Pules of Fair Practice.

Respondents alleged that Claimant did not rely on Raspondent Creal to
provide him with investment advice but rather that Claimant always made the
investment decision. Respondents denied that the Heritage common stock wes a
bad investment. Respanddents did not accept Claimant's offer to tender his
Heritage stock to them, Respondents also denied Claimant's allecaticns
regarding sectiom 10() of the Securities BEwchange Act, the Racketeer
Influenced And Corrupt Orgamizations Act, cammn law fraud, section 12(2) of
the Securities Act of 1933 and section 501 of the Pemmsylvania Securities Act
of 1972, negligent misrepresemtation, and the NASD Rules of Fair Practice.

EELIRY WEQERTED
Claimsnt requested the following relief:

a) Coampensatory damages for camon law fraud in the amoumt of
$48,756.00;

b) Punitive damges for comnon law fraud and willful, outxagecus
and oppressive condict in the amowmt of $2.5 milliom to $5.0
million;

¢) Treble damages for vioclations of the Racketeer Influenced and
Corrupt Crganizaticns Act in the amowmt of $146,268.00 plus
reascnable attorneys' fees;
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d) Return of the purchase price of the Heritage coammon stock of
$56,531.00 plus related transaction costs and interest at the
legal rate fram November 17, 1989; and,

e} Reascnable attorneys fees and the costs of the arbitraticm.
Respandents requested diamissal of the claim and costs.,

After considering the pleadings, tha testimomy and the evidence presented at
the hearing, the undersigned arbityrators have decided in full and final
regolution of the izsues submitted for determination as follows:

1. That Respondents are liable jointly and severally and shall pay to
the Claimant $40,118.00 ineclusive of interest;

2. ‘That all other claims are hereby dismissed;

3. 'That each zide is to bear its own costs and attomrmay'a fees.
FORM FEES
]

Pursuant to Section 43c of the Code of Arbitratiom Procedure, Forum Fees of
$4500.00 are assessed, This =zmoomt was calculated as three sessions x
$1500.00/per sesgion. The parties are to bear this amount as follows:

Claimant is assessed $3,000.00 of this amoumt, but will receive a
$1500.00 credit for the hearing sessicn deposit it previously paid.
Therefore, Claimant owes $1500.00.

Respondent Advest iz assessed and owes 31500.00

Forun Fees are payable to tha National Association of Securities:Dealers,
Inct

The NASD will retain Claimant's £300.00 nocn refundable claim filing fee.

However, Respondents .are divected to rejmiwrse Claimant $300.00 for this
fee.




o,
¥,

Date of Declsion: September 23, 1991




Page Four
Avard #30-02924

Concurring Arbitratorts Signature:

Date of Decision: _September 23, 1991
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Ccoourring Arbitrator's Signature:

Fovrall Bon, )

Lewis U. Davis, Jr.
Public Arbitzatorlﬂm:l.::nm

Date of Declsicn:

September 23,

1991




