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NATICONAL ASSOCTATION OF SECURITIES DERLERS

In the Matter of the Arbitratiom Between

Name of Claimant

Victor Lo
91-00705
Name of &t’s

Shearson Lebman Button, Inc.
(n.k.a Shearsan Lehman Brothersa, Inac.)
Chet Dudzik

For Claimant: Bdward Gould, Esq. of Gross, Mingky, Mogul & Singal, P.A.

For Respondents: William A, Hohauser, Associate General Counsel of Shearsan
Lehman Brothers, Inc.

. CASE INFUCRMATTON
Statement of Claim filed: March 5, 1991

Claimant Victor lo's ("Claimant") Sulmission Agreement signed cn: February
25th, 1991.

Joint Statement of Answer filed by Respondents, Shearson Lehman Brothers,
Inc. and Chet Dudzik cn: August 2, 1991.

Raspondent, Chet Dudzik's {"Dudzik'’) Submission Agreement signed on: August
7, 1991.

Respondent, Shearscn Lehmen Brothers, Inc.'s ("Shearson®) Submission
Agrecment signed cm: May 10, 1991.

Pre-Hearing Conferences/Sessions: August 12, 1991, one session
' October 25, 1991, e sessicm

Hearing Dates/Seasions: August 15, 1991, two sessions
September 26, 1991, two sessions
September 27, 1991, two segsiona

Octocber 2, 1991, two sessions

October 25, 1991, two sessioms

. November 4, 1991, two sessicns
November 25, 1991, two sessions
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November 26, 1991, two sessions
December 2, 1991, Gwo sesgions

Hearing Location: NASD, Inc., Bostom, Massachusetts
'

Claimant alleged that excessive trades were made in his account in order to
generata camissicns for Respondents and without consideration for Claimsnt's
investment needs and cbjectives. Claimant allegexi that cn several occasions
Dudzik bought and sold stock for Claimant's account without the authority to
do so. Claimant alleged that Respondent's inappropriately used margin debt
in him accoumt and failed to disclose the risks involved in using margin.
Claimant alleged that 84% of all trades by Dudzik in Claimant's account were
in over thea counter securities in which Shearscn acted as a market maker and
that no single trade was made in an over the counter security in which
Shearsen was not a market maker. Claimant alleged that Claimsnt's
confirmation statements did not disclose the amnt paid for securities by
Shearscnn nor did they disclose the full mark up received by Shearson.
Claimant alleged that Shearson received a higher pay-out in these trades than
in others such that Shearson had an inherent conflict of interest with
Claimant when it was acting as a market maker. Claimant alleged that there
ware infair mark ups in over the coumter securities in which Shearsan acted
as a market maker, Claimant alleged that Respondents breached their
fidueiary duty they owed to Claimant. Claimant alleged that Shearson acted
negligently and failed to properly supervise both Dudzik and Claiment's
accoumt., Claimant alleged that Respondents violated various sections of the
NASD Rules of Fair Practice.

Respardents denied each and every allegation asserted by the Claimant..
Respcndents maintained that Claimant is a sophisticated, aggressive iovestor
who desired short temm gains. Raspendent maiotained that Dudzik would
attempt to oomvince Claimant to invest in more conservative investment
vehicles. Respondents mRintained that investments in which Shearson made a
market in were recommended to Claimant only after Shearson researchad
particular campsnies and Dudzik concluded, that based upon the available
informaticn, the investment held potential. Respondents maintained that they
acted at all times in a professional and ethical manmer.

RELIEF RRIXIESTED

Claimant requested an award of campensatory dammges in the amount of
$480,248.43, plus interest, costs and attommey's fees.

Respondents requested that the Statement of Claim submitted by the Claiment
be dismissed in its entirety, and that Respondents be awarded theixr costs
including attozney's fees.
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OIHER ISSOES OOMSIDERED & DECIDED
e e ——

The parties have agreed that the Award in this matter may be executed in
counterpart copies or that a handwritten, signed 2Award may be en . In
either case, the parties have agreed to receive conformed copies of the Award

while the originals remain on file with the NASD.

AR
After considering the pleadings, the testimony and the evidence presented at
the hearing and post hearing asulmissions (1f any), the undersigned
arbitrators bave decided in full and final resolution of the 1ssues
sutmitted for determination ag follows:

1. That Respandents are jointly and severaily liable to the Claimant and
shall pay to the Claimant the sum of Cne Pundred Fifty Thousand and
00/100 Dollars (%150,000.00).

2. That each party shall bear their own costs, including attormneys' fees.
PORIM FEES

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

That tha Claimant and Respendents shall equally split the forum fees
associated with the 18 heariny sessions and two prebearing conferences.
Claimant shall pay $6300 which reflects costs for half the hsaring sessions
miltiplied by the hearing session fes minus Claimmt's hearing session
deposit plus half the cost of the two prehearing conferences (18 divided by
2) x $750 = £6,750 mimus Claimant's hearing session deposit of $750 plus 2
gze-hearing) sessions $300 x 2 divided in balf ($600 divided by 2 = 3300 =
(300).

Respendents shall jointly and severally pay forum fees in the amount of $7050
(18 sessions divided by 2) x $750 = $6,750 plus (2 prehearing seasims
divided by 2 = $300) = $6,750 = 300 = §7,050.00.




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

Concurring itrator!s Signature:

David Love, Esq.
Public Arbitrator/Chairperson

Date of Decision: December 30, 1991
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Fees are payable to the Naticmal Associlaticn of Securities Dealers, Inc.

Concurring Arbitrator's Signature:

C(/w-lcu—-—— r2-24-%

"Robert B. Woodman
Public Arbitrator

Date of Decision: December 30, 1991




Fees are paysble to the National Associatiom of Securities Dealers, Inc.

Conowrring Arbitrator's Signature:

(/"
u%mﬁ %

Industry Arbi

Date of Decision: December 30, 1991




