
W.A.S.D. AHAKD

NKTKKMi ASSOCIAIXCN OF SBCORTOES

la the Matter of the Arbitration £et»ieea

MgPB Of

Shearson Brothers, Inc.

dint G.

'ilfe(£?[!UM|;

91-00818

Stephen T. Rangen

CLainant,. Shavsoa T^KMMTI Brotbfirs^ Inc. was represented by J<
, Esq. of Lewis & Roca, Phoenix, Arizona.

B.

Respondent, dint G. Taiibach MBS repreeented by Jon A. Titus, Esq. and
Thonas W. Dmnhne, Esq. of Titus, Bruedmer & Berry, Soottsdale, Arizcua.

Ibird-Fttrty-nespondent Stephen T. Rangen was represented by
Sinpeon, Esq. of Lewis & Roca, Ptoeoix, Arizona.

CASK
The Stataooot of ̂ a-im ̂as filed by Claimant, Shea

Inc. with tba NASD on March 9P 1991,
Brothers,

, .̂ henraon Leiman Brothers, lac's. Submission Agreeneat
signed on March 25, 1391 by Michael D* O'Leary, Esq.

Statement of Answer was filed by Respondent, dint G. lauhnnh on
JUly 8, 1391.

Beepcodent, dint G. laubach's Sutnission Agreement was signed on JUly
3, 1391.

Third- Party Respondent, Stephen T. Sangen and daimant-Counter-
Seepondent Sbearson T̂ HM*" Brothers, Inc.. filed a reply to MT* counterclaiai
of dint 6. raiiharh on August 22, 1991.



TMrd-Barty-RespcnaaQt, Stephen
signed en August 5, 1591.

T. Rangen's Submission Agreement

dates:

Pro-Hearing conferences were bald between William H. Howard, Esq.,
of **>*> arbitration panel, arvi counsel of pyvM oa tbe following

h^T 13, 1991 for ana (1) session
January 23, 1992 for one il) aesflim
January 30f 1992 for one (1) sessilm
January 31, 1392 (9iato.M.) f or one (1) session
January 31, 1992 (3:30 P.M.) for one (1) session

Tne hearing dates were February 6, 1992 for two
7, 1992 for two (2) gfflslcns, March 24, 1992 for two
25, 1992 for one (1) session.

Ibe Nnni-ing location was Soottsdale, Arizona.

(2) sessions, February
(2) Bws-iros and March

CRSE

Claimant, Sbearson r.ft>™»« Brothers, Inc. ("Shearson11) alleged that one
of its '"""pf'iw*'*1. Respondent, dint: G. T-amhanh ("Laubach") breached his
i itail^ apt with Shearscn. Specifically, 'Thnnny*1 «n*»g§^ that T-«"H»nH fflpnnitif*^
custoner agreements on March 6f 1989 atd. October 12, 0989. Shoarson alleged
that the aargin agreement crm^ntnfl by TnTi^^h authorized Sbearson to
HrjHi^jii-a pogiMr^f if TjMihui^ ^Hi<ar| to mnnf nBrgln calls* Sbearson alleged
that it was forced to liquidate laubeich's positions after Laubach failed to
meet ^w nhliga '̂*^^*1 imrian* M^> contract ^"^ tbe ^ t<yi^ ̂ tl <y left
owing Shearscn acciey which he refused to pay.

tba oozglzi debit in his
Party Reqpoodent, Stephen

alleged that ***»

liability for
Sbearson and Uiird

account,
alleged that
("Rangen") mishandled
resulted from the unsuitable
alleged that the

********
T.
rgin debit

of
he may have under the
against Sbearson and a
that his accounts wore

to trade on nargin by Kangen and
accounts relieved M** of any liability

asserted a counter-claim
third-party claim, against Rangen* TĴ ĴM̂  alleged

alleged that theAdditionally/
trading in bis account was unsuitable £ivs his poor health and the fact that
his divorce necessitated conservative :oanagement of Ms accounts.

Specifically, Trmbnrh alleged that his portfolio was not diversified
with fully all of his funds invested at coe period of Hm in a single stock,
First Executive Corporation. T̂ ĥ also asserted that tbe comaon stocks
purchased for his account were speculative over tbe counter stocks which
involved considerable risk. r.m̂ wifr alleged that tbe cooduct of "TTfcfti 11*11 and
Rangen violated federal securities laws, Arizona Securities lav, the NSSE and
NASD suitability rules, and the Arizona Racketeering Statute* Other



la* claims Inrlivted, negligence fraud, constructive fraud, negligent
misrepresentation, breach of fiduciary duty and negligent hiring.
Additionally, Sheargcn allegedly failed to properly supervise Rangen under
its obligations pursuant to applicable regulatory rules of the NASD and OTSE*

Shearson and Rangen filed a reply to the counterclaim and third-party
reepectively and A*^**** *-*y» allegations. Shearson and Rangen alleged

that r-a«ih»*^ was fully infmrr**} Of ^N* ris)cs taken in Mq portfolio and
despite i'«*vi»Miiri«Mrnq tO ggll Ma EXBCUtive Life StOCJc, Tjniha^h j»n*»1^ &&

held the position. Tills stccfc suffered a precipitous finrllne in JUly 1988.
Tndfwl laubach sold Ms stock and hougfaf 220 JUly mllii in this period
speculating on a short team increase in the price of the stock. loGfcach
allegedly decided to stay in the market to xecover his losses. Sheanon and
Rangen ftllfijBrl that TjM**%nfr was~ nfifc an ""«^pM pf 1 ̂ »fr*** investor, bpft an
astute businesam wbo owed his aw business and vdao had a substantial
income and net worth, Shearaoa and Rangen also api*ri fl cully denied the
allegations of churning frv^^nig* TJHH*^ Tt•i^T^^al^T«H control of *^g a^^iinf at
all times.

requested an award of the $37,051.78 debit in Laubacn's
interest on *•*»«» debit balance, gqffts of the adDitxation and

attorney's fees according to the contract executed by and between

UHibacb requested d-tmriflflal of the claim and an award of $150,000
jointly and severally against Rangen and Shearson, treble dmrncypfl and pre-
judoment interest for racketeering, interest on the principal Investment at
10% from the date of Taubach's investments until the award UBS paid,
attorney's fees, costs and other mqwiflnn incurred, punitive damages and such
other relief the panel deemed appropriate.

Shearson and Bangen requested fHmrisniil of and third*
party

l&e parties hove agreed that the Award in *-M« matter may be executed in
counterpart copies or that a handwritten, signed Jtoord may be entered. In
either case, the parties have agreed to receive "***»**** copies of the award
vjfaile the originals remain on file with the NASD.

topanel considered a request
in February

sbearson's request to anend the

the
Tunnrlng' in

ant to
the
March. Hie panel
its authority sec forth in Section 39 (b) of the NASD Code of Axbitntion
("NASD Code*) .

panel was orally advised at the on February 6, 1592 that
Rangen filed for bankruptcy but no written notice of filing was served on the
NASD. Ine panel therefore JMJjivHrjgfrM laubach's third-party '••i ••**•» against
Rangen*



After considering *"*** pleadings, rh* testimony1 and the evidence
presented at the **••>-• ngf the undersigned arbitrators have decided in full
and final resolution of the issues submitted for determination as follows*

1. Tmihnch
against

is liable for and shall pay to Sbeaxaon in favor of its
sun of TCiirtySevsn i***!"**** Fifty-CDe ly^iM"* and

Sevens-Right Gents ($37,051.78). T-ff^ff^h is also liable for and shall pay
to Sbeazson, pre-award interest ita: the amount of Seven Thmiannd Ninety-Right
Dollars and Ninety-Seven Gents ($7,098.97) for a total award of tarty-Four
Thmwmd Ctoe Fftirrirad Fifty Dollars and Seventy-Five Gents ($44,150*75) in
faVOr Of flhoaypftn arvH against T^iKm-thy

2. Shearson is individually and separately liable for and shall pay
to Laubach in favor of his ^v^m***^ »4i* against Shearson, the SUB of
Seventeen TTrmsml TVO Hundred Sixty Dollars and Ninety-Six Gents
($17,260.96). No interest is awarded on this sun;

3. Rangen. is Individually and separately liable for and shall pay to
laubaflb in favor of his third-party Halm against Rangen, the sun of
Seventeen TTmMflmvi Two Hutdred Sixty Dollars and Ninety-Six Cents
(17,260.96). No interest is awarded on tfrlfl sun;

4. laubach's claims for treble and punitive damages axe specifically
denied; and

5. 1r*e parties shall each bear their cm costs,
attorney's fees incurred in *MP matter.

and



Pursuant to Section 43 (c) of the NASD Cede of Axtoitratica Procedure, the
following forum fees are assessed, lie NASD shall retain the $500.00 necx-
refundable fiiiug fee paid by Saearsan. and the $600*00 hnnrtng session
deposit made by Shearsoa. Tbe NASD shall also retain the $200.00 ncn-
refundable olaim filing fee and the $750.00 ben-ring session deposit xoade by

ArirUHnml Forua Fees in the amount of $4462*50 axe Mpoosed against
ShearaoD and are payable to the NASD. a^mMnrmi Forum Fees in the amount of
$937.50 an afloeooori against and are payable to the NASD.

Porua Pees were calculated on the basis of $300.00 per pre-hearing
conference with the Chairman and $750.00 per hearing seaslcp with the full
panel of arbitrators and were mrnoopocl on a percentage basis of 75% to
Sbearson and 25% to Tj«ihj>̂ K with OD aA^^«-^rguil Forum Fees nnoooool to

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

Concurring Arbitrators' Signatures

Dated: _
William M, Howard, Esq.
Presiding Oiair
Public Aibitrator

Dated:
Daniel J. Danvir s

Public Azbitrator

Dated:

Date Award Served by the NASD:

Harry H. Herts
Ihthastry Arbitrator



Pursuant to Section 43 (c) of tbe NASD Code of Arbitration Procedure, tbe
foliating fsraa fees are assessed. Tbe NASD shall retain che $500.00 non-
refundable filing fee paid by Sheaxson and tbe $600.00 bearing rrmntm
deposit made by Sbearaon. Tbe NA£D shall also retain the $200*00 mi-
refundable claim filing fee and tbe S750.00 hcortnj session deposit mads by

MrtiHcml Forum Fees in tbe amount of $4462.50 are assessed against
Shearaon and are payable to t*M NASD. Additional Forum Fees in tbe *••••***" of
$937.50 are acoeogod against Laubacfa and are payable to the NASD.

* . -ftr- ^

Forum Fees wre rjilailatad on tbe basis of $300.00 per pre-hearing
ccnference with tbe ^lhâ •rM»« 3̂ 1 $750*00 per hearing nnnnlnn with f̂ *> full
panel of arbitrators and were assessed on a percentage basis of 75% to
Sbearson and 25% to laubach with no «Hrf<Mnnaii Pbrum Fees aoacoflfd to Bangen.

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

William M. floward,
Presiding <^»^^*
Public Arbitrator

Dated:
Daniei J. Damnr
Public Arbitrator

Dated: H

Date Served by tbe NASD:

Bfcrry H. aerts
Arbitrator



-the $750.00 bearing session deposit nde by

aad are payab

, output or ?*io<.dg are nntimnol aoainat

« a»essed ag*nst̂ £'̂ £ZLS?Z 2"L«» «^=^

e r ^ ,Panel of arbitrators l o d W a , ^^ ^aarinff session with tbe fuU
and 25% S'

^«es are payable to the Mtticnal Association of Securities

1 Signatures
Dated: t-ffiuJC 7.

v W
Chair

Public Aitdtrator
Dated:

iiniiirn u. UOHVUT
Public Arbitrator

Dated:

Date *»rd served by the HASP, /V^// ^ /fan
Azbitzator


