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In the Matter of the Arbitration Between
Hame of Clatmmsnts

Roy & Ramona Demham, Elva Wood,
Jules and Adele Weinberger, at al.

91-00248
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First Investors Corperaticn, et al.

For Claimants: William B. Fedegrman, Esg., of Day Hewett &
Federman, Cklahama City, COklaboma,

For Respondents: Glemm R, Reichardt, BEsg. of Kirkpatrick &
Lockhart, Washingtaon, D.C.

CASE INFOBMATION

Statement of Claim filed: on or about Jamuary 23, 1991,

Clairant's Submiasgsion Agresment sigoned om: January 17, 1991 by
gy & Ramcna Demnham, Elva Wood, Jules Wienberger, Adele
Wienberger. Cn December 31, 1990 by Clande G. Jmmes, as
Representative of the Estate of Tilda Zeruah James, Claude G.
Jones, Darothy Jenes, Maybelle Bradley. On December 16, 1990 by
Don Chase, Alta Chase, and Eleancr Chase Guffay. On Jamiary 16,
1991 by Jobn and Velda Ruzycki. On Jamuary 10, 1991 by Marie J.
McInemney, On December 14, 1990 by Beauford Hammm angd Celia
Hampmm. On December 16, 1990 by James E. Chase.

Censolidated Statement of Answer flled by Respondents First
Imvestors Corporation, First Imvestors High Yield FAund, Inc.,
First Investors Fund for Income, Inc., Filrst Inovestors Manacanent
Company, Ioc., First Investors Comsolidated Corporatiom, First
Investors Securities Corporation, Adminigstrative Data Management
Corporatien, Gleon 0O, Head, David D. Grayscm, Sam Siegel, lLouis
Rinaidi, Jchn Bocskoesky, Laszence Fauci, FKatherine EHaad,
Frederick Miller, Concetta Durso, Joseph Benedek, 2Aone Conden,
Andrew J. Donolme, Bemalder Bayse, Alan P. Radsno, Brian Lanc,
Joward A. Framan, and Alvin Blumenfeld an or about: Jime 13,
1991,

Respondent First Investors Corporation's Submission Agrsement
gigned an: M=y 16, 1991 by David D. Grayscn on behalf of First




o

Investors Coxpozaticm. Respaodent First Investoxrs Managemsnt
Carpanry, Inc.'s Submission Agreement signed on: November 21, 1991
by David D. Graysan an hehalf of Pirst Investors Management
Campany, Inc.

Hearing Dates/Sessiane: November 20, 1991/ two hearing sessicns
November 21, 1991/ three hearing sessicns
November 22, 1991/ two hearing sessions

Hearing Location: (klabama Clty, Cklabeams.
CASE SIMARY

Claimants alleged that they were unscphisticated investcrs wio
invested in tha PFirst Imvestcrs High Yisld Fund, Inc. and the
First Investors Fund For Incame, Inc. based cn representations
that tha investmants wers appropriate and assured that thedr
mney was canpletely safe. Claimants alleged that they later
found that the investments were not suitable for their particular
investment cbjectives. Claimants alleged that in comecticn with
tha said investment, they were poorly informed and purposely
misled about the natime of the investments. Claimants further
alleged that Respondents participated in a schams to purposely
mislead their agents to fraundulently induce their clients to
believe they were getting safe high-yield dividend vyielding
investments when in fact they were investing in "junk" bend
funds.

- Respendents, in their consolidated answer, moticned to sever the

claims, moticned to decline juriadiction, and moticned to strike
Clainamt's subxmission. Respendents deny violating any legal duty
to Claimants. Respondents alleged that the Claiments recedved
which disclosed tha high rigks and expenses
asgpociated with investing in the fund. Respondents also demy the
Claimants as being unsophisticated. '
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Claimants requested: Campensatory damages, together with the
growth and income their meney should have earnaed to make them
whole, rre-judoment interest on the campensatory Jdamges,
necessary attomey's fees, expext witness faes, and costs,
punitive dsmages and civil penalty and such cther relief as the
panel finds appropriate under the ciromstances.

Raspondents requested: The separata claims of the various
eighteen Claimants should be severed and restated as individual
claimg, all Respondents other than First Investors Corporation
ahould be dismissed from the proceading, altemmatively, the
claimant's Statement of Claim should be stxricksn, and even if the
claimants cure the defects in their Statement of Claim, the panai
shouid reject each Claimant's claim and should smward him or her




The parties have agreed that the Award in this matter may be
executed in counterpart copies or that a handwritten, signed
Msard may be entered. In either case, the parties have agreed to
receive conformed copies of the Jwmrd while the originals remain
cn £fille with tha NASD.

The following Respondemts were removed by the NASD as parties
since they are not member firms and since thay did oot
voluntarily submit to arbitration: First Investors Consolidated

__Corporation, First Investors EHigh Yield Fund, Imc., First

Investors Pund For Income, and AdminfMtrative Data Management
Corporaticn.

The Respondents filed 2 Motion To Sever the Claims, a Motiom To
Deciine .Jurisdiction, and a Motion To Strike Claimant's
sulmisgions with the Director of Arhitration. Tha Director
denied the motions but stated that they may be raised again for
finml determination by the arbitrators. The moticms were once
again raised befocre the panel of arbitracors. The arbitrators
decided as follows: the Moticn to Sever the Claims is demied, the
Motion To Decline Jurisdiction has been granted as to all the
individual respondents coly without prejudice to the Claimant
filing of a separate action against them; the Respondent's Moticn
To Decline Jurisdiction has been denied as to the corperations,
the Motion To Strike Claimant's Submission i3 moot as to the
individuals and denied as to the corporatioms.

After congsidering the pleadings, the testimony and the evidence
rresented at the hearing and post bsaring submissicns, the
undersigned arbitrators bave decided in full and final resolution
of the issues submitted for determination as follows:
1. The Respondents First Investors Corporation and First
Investors Management Campany shall be and hereby are jointly amd
saverally liable to the following Claimants for the following
aomt of corpensatory dammages:

a. to Elva Wood in the ammmt of 331,427.00;

b. Roy and Ramona Denbam in the amoumt of $7270.00;

a. Claude and Dorothy Janes in the amowmt of $15,363.00;

d. Tilda Jomes in the amoxmt of $24,403.00;

a. Jules ardl Adsele Weinberger in tha amoumt of $21,355.00;

f. Mayballe Bradley in thse smount of $1085.00;




g. Beauford and Celia Hanmm in the amoumt of $7141.00;
h, James E. Chase in the amount cf $2039.00;

i. Eleanor Chase Guffey in the amount of $2039.00;

j. Don and Alta Chase in the amoumt of $3175.00;

k. Jobn and Velda Ruzycki in the amomt of $19,600.00;
1. Marie McInerney in the amoumt of $12,515.00.

2. Responddents First Investors Crporation and First Imvestors
Management Company, jointly and severally, shall pay to the
Claimants, as a group, attooney's feas in the ameamt of $5400.00.
This amount is to be apporticned to them in accordance with their
pro-rata share of the total damages as stated in paragraph mmber
ma (1) above)

1, Respondenta First Investora Corporation and First Investors
Management Coppany, Jjointly and severally, shall pay to the
Claimants for costs incurred in comection with their expert
witness in the ammt of $1600.00. This ammt iz to be
apportianed o them in accordance with thedr pro-rata share of
the total damages as stated in paragraph mmber ane (1) above;

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

7 sessicns X $750.00= 55250.00 mimis hearing session deposit of
§750 = nat $4500.00 due. Forum fees Assesgsed Acainse:
Responddents Filrst Investors Corporation and First Investors
Manmagement Company, Inc., jointly and severally. PFirst Investors
Coxporation and First Investors Management Company shall
reimburse to the Claimants the sum of $750.00 which was
prﬂviauslydqositedvdththamsn Faag are pamwmbila to ths
Matioml Association of Secardities Demlers, Inc.

Concurring Arbitrators' Signatures
Nama

Public/Industry
Public
Charles L. Dollarhide, II, Baq.
Public
James E. Golden, Jr., Esq.
Industry

Michael J. Kitchen

Date of Decixion:
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g. Besnfrod ad Calia BExvegs in the zoont: of $7141.00:

he Tt 8. Cass in tha oot of $2035.00;

1. Mlewnor Chase Quffey in the amxmt of §KB9.00;

. D and Alta Chase in the smoout of §3175.008

k. Joho and Velde Busyckl in the ememt of 19,600,003
1, Maris Mclhicoay in the ssomt of £12,615.00.
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- Bemuferd and Calla Hapmm in the mmeamt of $7141.00)

h. James E. Chasa in the amamt of $2039.00:

i. Blsance Chase Guffey in tha smmumnt of $2039.00)

{. Don end Alta Chags {n the amxmt of $317%.00;

k. Jobn and Valda Rurycki in the amount of $19,600.00)

1. Marie McInezney in the amamt of $12,615.00.
2. wmwmmmmmcm
Mmagossnt Company, ieintly and severally, aball psy o tha
Claimwnts, as & group, actxxoey's fees in tha emoaxot of §5400.00.
This spamt is to be apportiaied to them in accordence with thedx
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witnesa in ths amxmt of $1600.00, ‘This aowmt is to be
spporcioned to them in aoocrdance with their pro-rata sbmrzw of
e total domges as stated in parsgraph muber cne (1)

Purmmmt to Seation 4ic of the Code of Abitration Procedure, the
following Porua Peas axre agpessed.

7 seonicms X $750.00s $5350.00 mimus bhesring sessicn deposit of
$750 = npet $4500,00 coe. Fonum fees Assessed Aguinst:
Respondmts First IDnvestors Cxporation amd Pirst Iovestozrs
Mansgemnt Cotpany, Ins., jeintly and severally. FPirpe Investoos
Guporation and First Iovestcrs Mswgesmt Ompeny ahall
yelobures tc tha Claizents the #m of ¥750.00 which was
previoualy deposited with the MASD., Feas sxe pmyshia to tbo
Maicne]l Amsnciation of Secpcities Denlece, Ioco.
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Jaies B. Golden, Jr Ablie
_4%4.5'&?:4 -
Hichnel J. Kitchen ’

Dutm oof Decrigion: /. 3 .42




