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NATICNAL ASSOCIATION OF SECURITIES DERLERS 33 Whitehall Street
New York, N.Y. 10004
In the Matter of the Arbitration Between FAX (212) 85B-4389
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Estate of Thams Stembaugh by T. William Stembaugh

90-03103 PUBLIC
Name of %ﬂ!
Shearscen Lelman Ercthers, Inc.
Daniel C. Lucas -
REPRESENTATTON

For Claimants Estate of Thomas Stembaugh by T. William Stembaugh
("Claimants") ;: Stewart C.W. Weiner, of Madlin, Hauser et al.

For Respondents Shearscn Lehman Erothers ("Shearson®) and Damiel C. Lucas
("Lucas*) ; Dana S. Donchie, of Hertz, Schram et al.

CASE INFORMATT(ON

Statement of Claim filed: Septamber 26, 1990.
Claimant's Sulmission Agreement signed cm: March 11, 1991.

Statement of Answer filed by Respondent Shearsom on: June 17, 1321.
Respondent Shearsen's Submission Agreement gigned en: July 2, 1991.

Statement of Answer filed by Respondent Lucas cn: June 13, 1391.
Respondent Lucas's Submission Agreement signed cn: Sune 18, 1331.

EEARTNG INFORMMETON

Hearing Dates/Sesaions: Octcber 8, 1991/2 sessicns
Outober 9, 1991/2 sessions
April 28, 1992/1 sessicn
Aoril 29, 1992/2 sessiocms

Hearing Location: Southfield, MI.
CASE SIMMARY

Claimants alleged Lucas chmed the accowumt of Thamas Stewbaugh ("T.
Stembaugh®); that the account wes handled aggressively and unsuitable
securities were recammended; Lucas made unauthorized trades; Lucas' decisioms
regarding T. Stembaugh's account were made to further lLucas' and Shearsom's
interests; sale of securities previocusly held for many years by T. Sterbaugh
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resulted in a tax liability which, in light of his health problems, were
tm:lizitable investments; and that Shearsen failed to properly supervise Lucas'
activities.

Respondent Shearson alleged T. Stembaugh closely monitored his persooal
investments; spoke with Lucas frequently; was provided with up to six (6)
research reports per week pertaining to investments that had been recormended
by Shearson; all decisions to invest were-authorized by T. Stembaugh; T.
Stembaugh received cral and writtem confirmation slips after ewecutian of
each trade; T. Stembaugh did not complain about any transactions; and that
Lucas reviewed all statements with T. Stembaugh. Shearscon maintained the
account was not chrned; the securities recommended were suitable for T.
Stembaugh, in light of his poor health; there was no wmauthorized trading in
the account; and the account was properly supervised by Shearson.

Raspondent Iucas alleged T. Stembaugh had the capacity to understand the
statements of account provided by Shearson; denied that the securities
recammended were imsuitable for T. Stembaugh, in light of his detericrating
health; denied that he made virtually all dacisicns with respect to the
purchase and sale of securities for T. Stambaugh's portfolio; maintained that
this was a discretionary accomnt and that T. Stembaugh authorized each
transaction in advance; asserted that he discussed each transaction before
and after its entry with lucas, and that T. Stembaugh received a
confirmation for each transacticm. Lucas denied that his decisicns regarding
T. Stambaugh's portfolio were made solely to further his own and Shearson's
interest in generating commissicns; and denied the claim of churning.

BELIEY RRgOesTe
Claimants requested: actual damages in the amount of $50,000.00, plus
interest; exsmplary and campensatory damages; costs axl attorneys' fees.

Respandent Shearson requested: the arbitrators award $0.00 dollars to T.
William Stembaugh, as Perasanal Representative of the Estate of Thams
Stembaugh; costs; and attorneys' fees.

Respondent Lucas requested: the arbitrators award $0.00 dollars to T. William
Stembaugh, as Perscnal Representative of the Estate of Thams Stembaugh;
costs; and attorneys' fees.

OIHER ISSIES

The parties have agreed that the Xmrd in this patter may be executed in
counterpart coples or that a handwritten, signed Xward may be entered. Inm
either case, the parties bave agreed tc receive conformed coples of the Zemrd
while the originals remain on file with the NASD.
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After cemsidering the pleadings, the testimesry and the evidence presen
the hearing, the undersigned arbitrators have decided in full and fipal
resolution of the issues submitted for detemmination as follows:

1- Respondents are liasble, jointly and severally, and sball pay to Claimants
the sum of $20,000.00; '

2- All other claims are dismissed:

3- The parties shall each bear their cwn expenses, including attorneys!
fees.

FORTIK

1
Pursuant to Secticn 43¢ of the Code of Arbitratiom Procedure, the NASD shall
retain the $150.00 non-refundable filing fee previocusly deposited by
Claimants and the following Forum Fees are assessed.

7 sessions X $500.00 = $3,500.00 minus hearing sessicu deposit of $500.00 =
net $3,000.00 due.

Foarum fees Assessed Against:

i In
1- ERespondents, jointly and severally, in the amount of $3,000.00.
addition, Respondents shall, jointly and severally, reimburse c%aimtsig
sun of $500.00 to represent the hearing session deposit previcusiy depos
by Claimants.

Fees are payable to the NMational Associatiom of Securities Dealers, Inc.
Conorring Arbitratcors' Signatires

trator

Date of Decision: June 12, 1992
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After cmsideringtbeplead:l.ngs, tbat:estinmya:ﬂthnev:i:ds:cepresaﬂ.tedat
the hearing, the undersigned arbitrators have decided in full and fimal
resolution of the issues sulmitted for determinaticn as follows:

1- Respondents are liable, jointly and severally, and shall pay to Claimants
the sum of $20,000.00; . :

2- All other claims are diamissed;

3- The parties shall each bear their own expenses, including attcrueys'
fees,

FORXM FEES
]

PurmttoSectimﬂcoithnO:decfh:bimcimm,themm
retain the $150.00 non-refundable filing fee previocusly deposited by
Claimants and the following Forum Fees are asgessed.

7 sessioms X $500.00 = $3,500.00 minus hearing session deposit of $500.00 =
net $3,000.00 due.

Porum fees Assessed Against:

1- Respondents, jointly and severally, in the amount of $2,000.00. Im
addition, Respondents shall, jointly and severally, reimburse Claimants the
sun of $500.00 to represent the hearing sessicn deposit previcusly deposited
by Claimnts. .

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

Dace of Decision: June 12, 1992
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Aftercmsider:lngt.hepleadinga the testimmy and the evidence presented at
the hearing, thn\mdgrsigneda:bimtmhavedecidedinmllandfmal
resoluticn of the issues submitted for determination as follows:

1- Respondents axe liable, jointly and severally, and shall pay to Claimants
the sum of $20,000.00;

2- Allot.hm:claimaredimissed;

3= The parties shall each bear their ocwn expenses, including attorneys'
fees.

ECRIC FERS _
Pursuant to Section 43c of the Code of Arbitration Procecure, the NASD shall
retain the $150.00 non-refundable filing fee previocusly dsposited by
Claimants and the following Forum Fees are assessed.

7 sessicns X $500.00 = $3,500.00 minus hearing session depesit of $500.00 =
Mt $3l°°0-00 dm‘

Forum fees Assessed Against:

1- PRespondents, jointly and severally, in the amoamt of $3,000.00. In
addition, Respondents shall, jointly and severally, reimburse Claiments the
sum of $500.00 to represent tha hearing sessicn depogit previocusly dq:csited
by Claimants.

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

Conenrring Arbitraeors! s.tgnab.::es =~

%/j/éf

[owrence D. Tosanstosk) Tagustry Arbitrater

" Date of Dacision:; June 12, 1992




