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Statement of Claim filed: October 18, 1990.
CLainant's Submission Agreement was signed on: October 12, 1990.

Joint Statement of Answer filed by Respondents on: February 5, 1991.
Respondent's, Shearson r^afm^n Button, Inc., Sutmission Agreement signed on:
June 11, 1991.
Respondent's, Kathleen Hegenbart, Submission Agreement singed on: May 21,
1991.
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July 19, 1991 - 2 Sessions
September 9, 1991 - 2 Sessions
September 10, 1991 - 2 Sessions
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November 22, 1991 - 2 Sessions
pa^if»ii*Mf g, 1991 - 2 Sessions
January 17, 1992 - 1 Session
January 27, 1992 - 2 Sessions
January 28, 1992 - 2 Sessions

15, 1992 - 2 Sessions,

location: Boston,
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Claimant alleges that he was a writer and a keyboard player for the G. Geils
which enjoyed significant success in ̂ ĥ  early 1980 's which

by the end of 1983. Claimant also alleges that he in 1985 he opened
discretionary ŷyTunts with .̂ haa-ny" r^mm Brothers, Inc., now known as
Shearson T̂ twnm Button, Inc. with $1,050,000.00 and transferred his
retirement accounts to the firm. Claimant further alleges that his account
executive was Kathleen Hagenbart.

Claimant further alleges that at the time he opened his account with
Respondents, he was an unsophisticated investor who relied upon the

of Ttegprfytoiftg , Claimant further alleges that he informed
Respondents that his investment objectives were safety aTV* the preservation
of his capital.

Claimant further alleges that following t-h*» opening of the account with
Shearson, Respondents rgrrm!M?ivtofi that Claimant invest $400,000 in Shearson
managed stock account; $416,550 in Shearson packaged limited partnership
ventures which consisted of real estate investments, $200,000 in publicly
traded limited partnerships and $50,000.00 in commodities limited
partnership* Claimant *1go alleges that Respondents sold Efr* bonds which he
had and purchased new ™mH rHp»n bonds, Shearson «•**""* 1 funds and certificates
of deposit. claimant further alleges that Shearson earned $100,000.00 in
rvwigfri ncH <nng HmH«g »•>«> first 48 mrwiHm *"**«> account was opened.

Claimant states that Respondents represented that *"bg Shearson packaged
limited partoership ventures were low risk and conformed to his invesdnents
objectives of safety «v* preservation of capital. Claimant contends that
fr*H« investixmt was Mgh risk and speculative and were contrary to
Claimant • s stated investment obj ectives. claimant further alleges that
Respondents knew that Hwt-»- representations were false, and that Claimant
relied on then in agrrrlng to HN̂  investments. Claimant contends that HmnB
partnerships now have a value of less than $90,000.00 and that he received a
total of $73,000.00 distributions in the last 5 years.

Claimant further states that he purchased 10,000 shares of a publicly traded
real estate limited partniprp̂ p for $100,000.00 based upon Respondents1

representation that it was a low risk investment that also conformed to his
invesfcnent objective* Claimant r*"*>*«*vyj that **>"* invesfcnent was speculative
and unsuitable and that he sustained a loss of $30,000.00.

Claimant further alleges that re repeatedly requested that Respondents
liquidate *->K°> manages stock account. Claimant contends that shortly after
the stock market crash of 1587, Respondents liquidated his account which
resulted in a loss to Respondent.

Claimant alleges that Respondents violated Sections 10 03) arvi 20 of the
Securities and Exchange Act of 1934, Article III Sections 1, 2, 18 & 27 of
the NASD Rules of Fair Practice, NYSE Rules 401, 405 and 408. Claimant also
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alleges ̂ ' •••«•! law fraud claims, breach of contract, breach of fiduciary duty
and negligence.

Respondents deny liability anH aar*H anrf every allegation of wrongdoing set
forth in the Statement of Claim. Respondents deny that the account was a
discretionary. Respondents assert T*HT» affirmative defenses.

Respondents •••nrit-arv̂  that this was not Claimant's only account. Respondents
allege that Claimant -JTi-FnniMri MS. Hegenbart ™* estimated anrnvil Incrmft of
$200,000.00, a net worth in excess in $1 million and that he was receiving
residuals from ôr̂ â n music ir̂ «ŷ gfp he Tnn1n*"a'l'n^ri- Respondents allege
that Claimant wants investment vehicles which- would offset the effects of
inflation *"r[ offer the pot«gnH?T for growth of his principal. Respondent
contend that Claimant n̂ffvrmarf i-fram that he had familiarity in investing in
real estate «vi felt comfortable in pursuing real-estate based investinents.

Respondents aian nrwit-anri that Claimant received a prospectus on each of the
invesGnents anrf that <*«<*>* invesfcnent was dinmnnpri with Claimant at length
prior to **hp jmrtmBr̂ gy ̂ nr\ of aa»nb purchase. Respondents alsn contend that
besides having experience in investing in real estate. Claimant relied upon
<-h*» counselling, judgment anrf paT-ticipafif*" in investment decisions of his
business manager and accountant.

Respondents further state that Claimant's portfolio was diversified and that
less *->«n twenty percent (20%) of the assets were invested in real estate.
Respondents further argue that the loss sustained by Claimant was caused by
the decline in value due to market conditions and not the fault of
Respondents.

Claimant requests an award of compensatory •̂Mg»g in the amount of
$332,000.00, a reasonable return on the $66,500.00 that was invested in the
limited partnership, damages to be determined for the excessive commissions
charged by Respondent and from the loss caused by the changes in the bond
portfolio, damages in the amount of $$140,000.00 for Respondents' failure to
liquidate the stock account as requested, a reasonable return on the
$140,000.00 loss, interest, costs, attorney's fees and punitive damages in
the amount of $1,000,000.00*

Respondents request that ***• Statement of ̂  A^m be dismissed in its entirety.

The parties have agreed that the £Hard in this matter may be executed in
counterpart copies or that a handwritten, signed Award may be entered. In
either case, *->>• parties have agreed to received conformed copies of the
award while the originals remain on file with the NASD.
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After considering t-h^ pleadings, *•>**» testimony *™* *&* evidence presented at
that hearing, *-fro undersigned arbitrator >»*» HyiHori in full and final
resolution of ****** lamps submitted for Hoj-ormH na M rm as follows:

1. Respondents, Shearson T^TTM™ Button, Inc. and Kathleen Hegenbart,
are hereby liable to Claimant for a total amount of "EHHfcK tii»^m> MD

TWO BOOED iOD FDRTT HUB DQULBBS JOD 2HO CHHS ($339,249.00)
which shall be pff*^ as outlined in paragraphs 2 and 3;

2. Respondent, Shearson Letnan Hutton, Inc., is hereby liable to
Claimant for ninety percent of the total amount awarded, 'HJieU£ nwmmmi SSD
FIVE 'IWTiriilliT 1BBB HMmna> £•) HHKCT FOOL rHTfJttfl BSD THi (JUUS
($305,324.10);

3. Respcndent, Kathleen Hegenbart, is heo^eby liable to daisant for ten
percent (10%) of frfr/g t-n*-ai amount awarded, >ni " tf|^ •™*g^»c THDOStXD XLUOS ••••••nil

FOOL DOUiHS AH) HHBCT CBEE5 ($33,924.90) ;

4. Interest is included in the total award of $339,249.00;

5* Ihe claim for punitive damages is

6. The rlfHrn for attorney's fees is

7. The rlalm for costs is

Pursuant to Section 43c of the Code of Arbitration Procedure, the following
Forum Fees are assessed.

1. Claimant is assessed a nan-refundable filing fee of $250.00;

2. Koran fees in the anount of $21,000.00 for twenty-one bearing
sessions at $1,000.00 per noonim are aaoooood as outlined below;

3. Claimant is further agoGaocd $10,500.00 in forum fees;

4. ghonraan r*A*n*n Button, lac. is annonnrri $9,450.00 in forum fees;

5. Kathleen Hegenbart is assessed $1,050.00 in forum fees;

6. dainant shall receive a credit of $1,250.00 which was previously
paid. Therefore, the total amount due from Claimant is $9,500.00.

Fees are payable to the National Association of Securities Dealers, Inc.
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Concurring Arbitrator's Signature
Name

Liufl J. Mctaliffe, Esq.'
Chairperson - Public

Date of Decision: June 03, 1992
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Concurring Arbitrator's Signature
Name

John P. Doyle\

Date of DecisioQ: June 03, 1992
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Concurring Arbitrator's Signature

William P. Hurley
Public

Date of Decision: June 03, 1992


