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National Association of
Securities Dcatore. Inc.
NASD Financial Center
33 Whitehall Street
New York. N.Y. 10004
FAX (2-5 2} 858-4389

Florence R. Klein (t/a K/K Enterprises)
Case *

vs. 90-03308

Oruntal & Co., Inc.

For Claimant: Sol H. Weiss, Esq. of the law firm of Auapol, Schwartz, Weiss
and Schwartz, P.C.

For Respondent: David F. Abernethy, Esq. of the law flan of Drinker Biddle &
Heath.

Statement of ™»\m filed on: Movenber 11, 1990.
Amended Statement of nnlm filed on: October 18, 1591.
daioant's Submission Agreement signed on: November 16, 1990.

State of filed by Respondent, Qruntal & Co., Inc. on: May 17,
1991.
3fnT~WB to Amended Statement of rn»<" filed on: Muvmtoer 6, 1991.
Respondent's Submission Agreement signed cat April 1, 1991.

Hearing Datee/Sesoionsi January 24, 1992, 2 Seualmn.
February 5, 1992, 2
Itarch 4, 1992, 2
Much 5, 1992, 1
March 6, 1992, 2
March 17, 1992, 2
April 2, 1992, 2 Seaaions.

Hearing Location: national Association of Security Dealers, Inc. ("NASD")
Offices located in Philadelphia, PA.
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alleged that en October 27, 1986 Respondent cxmattted to underwrite,
without credit ««K»im •*•!!• ̂ ; industeial Revenue fi^nria to finance a real estate
project Claimant vain Aavmi <^pH TVJ jjj. r*-gjjnnr»t-i<*»"i with. fcho Philadelphia
Authority for Industrial Developnaat ("PAID") . rn«-im«nf further alleged that
n*ynfVnt agreed to coaplata the underwriting pcior to rwwtim 31, 1336
since there could be no further <mnwtrr~ff of such, tax exempt bends after that
date. fn»<«»M^ further alleged that in r e l i e ^*"** *
connibnent, Claimant nittTilTiffl an Hr^ati Development Action. Grant ("UDAG") by
the City Of H**< 1 »*WlpM m aa jiii n I'luail by **** ffai'lan *1 GOWODBUt, purchased

real estate and r+&»4n**t »•><• necessary ccniunity j»^innu«ia fnr construction.
daioant further alleged that on nmwdiai 5, 1986 Respondent Viv»M«r'haH the
onnnitanent wtasn Respondent ^mnrm^jt the < *'»KH <*HfT» gp t*h« timioi ^ty-^^^TOT that
nalimnr obtain credit enbancenent in the ftr» of a letter of credit to
secure the debt. Claimant further alleged that as a result of Respondent's

iannt <*•»«« forced to
in t̂"* form of increased

interest charges.
the City of Philadelphia was required to make payments to the
National BanJc for reloburssniBnt on dainB&fs letter of credit ****
guarantee of interest ar>rf that daiasnt **** to indeanify **>«•» City for
paynsots.

that it ffl<^*> TV-I binding * «•"•" I*TIM»»*' to, <^r»<*"»^it; to
underwrite bond financing for the project and that the alleged nrrmritasnt
letters were provided to Claimant to ^ITTJ 1 1 f J>*"'* Claimant's efforts to «"***-» •<*»
an UDM3 grant for the project and were understood by both parties not to be
binding. Respondent further ™y 4 ¥!+•»•<*«»< that credit *nh«i u •*•!!• i«- in. ^s«i •frrpn
of letters of credit were conteoplated well before Dei.wfrei 1986 and that the
alleged coiaitansne letters could not be H-IT^HTVJ bemuse they lacked a
of essential *••"••• jmri rr^yj^^<nrm- Respondent further maintained that
if there had been a oaandtment it was not liable to Claimant berauset the
caandtment would have only been enforceable by PAID not CTa-burnt; a

to the underwriting, receipt of a ODAG grant was not satisfied!
would haw* been entitled to underwrite the bonds after

31, 1986 and so cguM not have breached a coandtanent to underwrite before
that date. Respondent further Ti»4r»*-ji<T<a that it is not liable for expenses

by Claimant because they were ""»«•» 1 iimniisrin associated with.
citing and qquld have been incurred had Fespnnrtmt baen the

undezwritar, *•*>*» «^mni-mii ryjgfcq were not detscndnable anrf any
costs incut ted by daiasnt were the result of Claimant's lack of diligence in

project. Respondent further ^^•^Tl^^»^TM»^ that, it was not
for any payments Claimant node to the City of p**'*''"*«»'|r>*** ** a

result of daimsnt's •* r*^i**\f* "^^^ on agreement because *•**» payments resulted
f i twn /^•fwt^'] t-mr\ payments by daimant.
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it requested total danages of $1,866,537.80, consisting of:
a. $318,859.00 for «ffr^iaa** a*gy**^y< with acquiring credit

ts iwiiv^ng letter of credit fees, FSIC insurance, legal
fees and p^^hi H ohm^ «- of an escrow fund,

b. $163,583.00 for expenses iraureed aa a result of the last minute
change in underwriters.

G. $715,536.00 for payments Claimant is required to make to the City
of PM T aHo^pfr^j pursuant to an indsmif ication agreement with
City of Philadelphia.

d. $667,650,00 for a^^-try^ interest charges.

requested that the ^iy<« be -11 mil nnnrl and aa teard be oatered iA
its favor and specifically requested that the entire cost of the proceeding
be assessed against the dainant.

Iba parties wanted to submit post *«wJT*g briefs and the panel allomri three
poet bearing sutsdsaionsi a post hearing brief frcm both dainant and
ffip*y mlfiit and a reply to Reapondeot's ^"r^*^ yuan daioant. dainan.t
submitted its post hearing brief on April 2, 1992, Hespcodent submitted its
post hearing brief April 15, 1992 and daiaant submitted its reply to
Bespcndeat's brief en April 27. Ibe Respondent submitted a reply to
Claimt's last flnftirlsnlaa an Msy 1, 1592 and requested that the panel
consider *-Mff at***mttlfTi in tt»fc-t*ig its 4v i. Picff >nv> p^nf1 ^^l^rn^i to
accept the May 1, 1392 submission by Respondent.

After considering the pleadings, the testimony jrr^ the evidence presented at
the hearing and post ***••>-<T»J sunoissians, tly* ' rrtrt~rfi'ig"*^ arbitxators have
decided in fall and final resolution of the issues submitted for determina-
tion as fn1 Tamil

is liable to dainant for three hundred three t-hmiamid
tuo hundred and fifty dollars, $303,250.00.

Pursuant to Section 43c of the Code of Arbitration Procedure, the following
Form Fees are
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1. Filing fee of $250.00 is naravinfri against Respondent.

2. nrmprrrtmr is further OJDCCDOI $1,000 for postponement of the
October 22, 1991 bearing, which has been paid.

3. Forum, fees in the amount of $13,000.00 for 13 ham-ing sfflnlmia are
inoeesed against Respondent. Therefore, the total fees due by Respondent are
$13,250. wmnjTiYVrfit °**'n satisfy *•**«» assessment by ^Ip*»aH4ng daimont
$1,000.00 vAich daiaant deposited and by remitting the H«I»"/^J $02,250.00
to the NASD.

payabl.e to the National bB&yin

r^s Signature

ticn of Securities Dealers, me.

of July 6. 1992
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1. Tiling fee of $250.00 is appmnrri against Respcudeat.

2. Ffmtmrtrnt- is further Mmrmtrl $1,000 for postponement of the
October 22, 1391 hearing, vfcich has been paid.

3. BOCUB fees in the amount of $13,000.00 for 13 hearing sessions are
ipnnased against Respondent. Therefore, the total fees due by Respondent are
$13,250. Respondent a>»'n satisfy ****•< i» assessment by »^t•*•»'• »»>r>^ claimant
$1,000.00 "hi^h daimmt deposited and by mLttiag the balance, $12,250.00
to the NASD.

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

Concurring' Arbitrator's Signature

John B. Carroll,
CBadrpersao. - Public Arbitrator

Date of THK-tMrTP July 6, 1992
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1. Filing fee of $250.00 is asBftewrl against Respondent.

2. Respondent Is further ^MKMMW* $1,000 for postponement of the
October 22, 1391 hpmrlnrj, which has been paid.

3. Porun fees in the amount of $13,000.00 for 13 bearing nftnu^rnn are
against Respondent. ISMrefore, the total fees due by Respondent are

$13,250. Respondent ahull satisfy *-Mg assessnent by •n•^ll^•^^»^^TVJ claimant
$1,000.00 *iiich daisKit deposited and by razdttijig the hnlanre, $12,250.00
to the K*£D.

Fees are payable to the National ftae^-* **"•'•" of Securities Dealers, Inc.

Concurring Arbitrator's Signature
Name

fi. Paysjon BricJcley
Industry Arbitrator

Date of Decision: July 6. 1992


