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In the Matter of the Arbitration Between

Name of Claimants

David *rvi Constance
David and Mary

91-01404

Name of Respondents

& ̂ '̂h Financial Group, Inc.
Donald Zoch
Paul Zoch

For naimar̂ ts David aTvi rnnpt-aTif-a H**j. E.tfLj«.ai| and Reverend David and Mary
, Tbcnas D. Giacfaetti, Esq. of +"**> law fir" of Stark «v* stark.

For Respondents a^nTi anrf 7^r»>i Financial Group, Inc. ***** David »™^ Paul Zoch,
Lawrence R. Gelber, Esq. of the law firm of Beigel and Sandier.

case

Statement of Claim filed: May 6r 1991.

Claimant David He rxaU.ua* a submission agreement signed on April 26, 1991.

Claimant fygmfamno RKI i ;-f^ mn'q sutnission agreement signed on April 26. 1991.

Claimant. Reverend David Harmon's submission agreement signed on April 26*
1991.

Claimant Mary Harmon's g»>»ri gglgri agreement signed on April 26, 1991.

Joint Statement of Answer to David anri rfmf*+smf*t* tfat • ui. ..... i'a claim was filed
on August 28, 1991.

Joint Statement of Answer to David anrf Mary Barman's '"i *•!*•• was filed en
August 28, 1991.

Respondent Zoch and Zoch's submission agreement signed on August 29, 1991.

Respondent Paul Zoch's submission agreement signed on: August 29, 1991.
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Respondent Donald Zoch's submission agreement signed on August 29, 1991.

t

Dates /Sessions: August 28 , 1992 /two sessions
April 28, 19 92 /two sessions
April 14, 19 92 /two sessions
April 13, 1992 /two sessions
April 08, 1992 /two sessions
April 07, 199 2 /two sessions

Hearing Location: National Association of Securities Dealers, Inc. offices
located Philadelphia, PA.

casE

r*ia-i Tram j-g David Wu»i i «>-TYTO ayyj fVmpj-̂ ry10 ****' j "ji " •" (TM»n&< na -FT-OT- "HerrstroBS" ) ,
anri Reverend David TfaTrnm anrf Mary tftrmmi'i (>M(rwj na -Fj-aiT- "Hannons" ) alleged
that they ware inexperienced Investors who suffered financial losses and
increased ^̂ îr debt directly as a result of investing in unsuitable

by H'MM.T* financial advisor. Respondent Donald
owner of Respondent 7s**\ anrf zpgh Financial Services Corp. and Paul Zoch who
af!T-jâ  as frfr̂ ir accountant ( h'ŷ *' ̂ a ̂^rr "Respondents11) . In particular, the
Herrstroms alleged that they berime aware of the financial planning firm of
Zoch and Zoch through inedia advertisements and that Donald Zoch represented
to MI**" that a goal of financial irû â anAann* could be achieved by investing*
with Zoch and Zoch. The Herrstroms alleged that Donald Zoch reccnnended
Bogert Oil and Gas, Whispering TJ»IT«MI and other similar 1 ITTTJ t-eri partnerships,
which were unsuitable. Specifically, it was alleged by the QBti.sU.ans that
they '•Mrf not meet net capital r*rpi< ngnont-g for several limited partnerships
and thus, woro ineligible arv^ considered ' Tnn/7<^1*0^ •* *"̂ i investors. It was
alleged that Donald Zoch, nevertheless, approved the Herrstrcns for
investments not '̂ nfranAâ  for individuals of *"***•**' -inrvan** level and risk
advocseness. The Herrstroms alleged that as a result of, and pursuant to
7ioch and Zoch's recccmendaticns, that they were forced into an untgreihl *
investment debt situation which was required and also L^iiiiiiHiripd by Donald

to meat pgym*ni-g on 7-ntft* Anri 7*y*h reccmneodations . It̂ B Herrs trans
alleged that they had never, before meeting Donald Zoch, heard of limited

M pa _ ibe Herrsttxms alleged that TvyiaiH yprth misrepresented the
risk and liquidity involved with such invesbnents as similar in risk to
municipal bonds and treasury notes. Ibe Herrstroms alleged that Horn Id Zoch
consistently B̂igrgprpĝ ttgd to HT̂ « >̂>B̂ T• account balance * T*M» Herrstroms
alleged that "̂p to Donald 7-0*7*" s TTH ter*a£trt*pam̂ a*-] t-msif and pursuant to hî
advice, they were forced to take a TSmig Equity Credit Line and remortgage

home to pay for limited partnerships. The Herrstroms alleged that



Arbitration

National Association of
Securities Dealers. Inc.

Page Three " NASD Financial Center
Case Mb. 91-01404 33 Whitehall Street
Herrstron Award New York, N.Y. 100O4

FAX (21 2)858-4389

Donald Zoch failed to follow j-vn̂ -r stated investment goals of safety,
diversification and liquidity . Hie Herrstroms alleged that Donald Zoch
materially ™* sr̂ gprgg""*"**! frjjg limited pay+nor'ghH pg by rqr

ii*>p<a"i"iTtg the
limited partnerships as being diverse, safe and liquid when they were not.
The Ĥ iASli""? frmfrjanri that PruaoTanri Shopping T.-iiTrt froH Partnership was
affiliated with Donald Zoch *™* sold to the Herrstroms. Hie Herrstrons
alleged that Donald Zoch offered to lend *-***" money to meet payment
obligations on Zoch and Zoch investinents, in violation of Federal Reserve
regulations. The Herrstroms alleged that these actions were in violation of
Zoch and Zoch's fiduciary duty and done 'with the primary purpose of
generating ccmnissicns. The Herrstrcms alleged that Peter flocn became the
Herrstroms' accountant, which is a conflict of interest and facilitated the
fraud against ******

+- c- 7fjr>}\ anH Zoch, Paul "frvh anH Donald TrOT*1 Tna-i-nJ-at-i-nftri that the

Herrstroms were eduratpri, sophisticated and knowledgeable investors, who
demonstrated HI^T- ability to analyze ^-tnanrtiai situations and who were
thoroughly familiar with all aspects of partnerships and taxes. Respondents

that *"*"* H*» mLi'.M|p t-"»|ir mnfrl >">»T T- investment objective as
' •pjur^lr'1'' of federal taxes, thus, 1 Inri **** pa»-t-n»rpMpa were

consistent with the Herrstroms goals and objectives. Ibe Respondents
that *"*»» ifrau i a^r-ma ' debt situation is a result of decisions made

by the Herrstrcms in a failed effort to increase and retain savings .
that tjag fT<Bn"gt"t'i"juvg * Hj^imqitt oai r^^ at-{ rmg are oot

supported by the facts, since the investments made were profitable or
sustained cnly small losses and met **h '̂r' objectives of reducing tax
payments. p^MaprrnHgntg TnajTifraHrMyi that rvTn!gfain

r'a WMI La^tin spoke directly
and repeatedly to representatives of several limited partnership.*;, conducted
her own research, investigations and attended virtually every manHTig

of **>**> general parsers designed to update
investors on *"b̂  status of limited par^ngrshApp- RftHt"i.)uiflflntg .maintained
that naHiMTi^g ignored y^v^n JWIH svv^h investtnent advice en diversificaticn?
when to sell profitable invesonents; and on limiting <~> '̂t'*" exposure in
limited pgyfrnairgMyxi Poppnfiytont-p ma -1 ni-s^ -j port that r^l a-i-mant-g debt

resulted from choices made by the Hezi.sti.cins and directly related to
Constance w*f rgj>_pnm»« decision to not work for four years. Respondents

that, as affirmative <*arFgmu>q« ^>M» ^^3l^TTBMl^ff * asserticns are
barred by **» applicable statutes of 1Jnrft"nHrinff? that punitive damages are
not allowed in arbitration proceedings; that Claimants1 contract claims do
not support such damages; and that all investments were suitable and
consistent with the Hei-j.aU.LiD3' objectives. Respondents Paul Zoch and David

that they have no involvement in fr*"» invesGnents of the
Harmons, and are therefore, 1 .u^imffr p*""̂ *« herein. Respondent f̂*"*1** and

that *"T «̂» M»TTTirwig \t#*\ v provided with all available inf oznation
regarding investments, were suitable investors for limited partnerships and
made **>»•**» purchases only "p*"" reviewing **hp •infnmot-jrtn and receiving advice
generated Ii.ua other sources.
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requested damages against t*tv* Respondents as follows:

A. Principal loss on unsuitable LP investments ........... $ 235, 415
B. loss on debt incurred for additional UP purchases ..... 257,907
C. Opportunity cost loss on principal .................... 107, 914
D. CcmnissicQS and Fees paid to Zoch and Zoch ............ 34, 000

TOIRL COMPENSATORY DAMAGES ............................ 635,236
PIDS PUNITIVE DAMAGES ................................. 2,000, 000

Respondents requested that fiaHjnant-a* r»ia-iiroa be denied it their entirety.

OfflHt

Respondents requested that pursuant to the applicable statutes of limitation
that Claimants1 case be dismissed.

The panel denied the Respmdpnta request.

After ""Tfigi during1 i"h» pleadings, HW testimony and *"*«» evidence presented at
the hcMT-ing anH Hra post *«»»T'ing' submissions, ^^ undersigned arbitrator has

in full and final resolution of *->>^ issues submitted for detennina-
tion as follows:

1. That the Respcndents are jointly ^nd severally liable to David and
Constance ***** ' '̂ M'^n in *"̂ » amount of $116,900.80 (ORE HONDBH) SIITHIUJ

NDE MM«M> mrJMff OSD ElOrnr cans) plus interest at the Hew
Jersey Judganent rate from July 16, 1991 until the date the award is paid.

2. That Respondents are jointly and severally liable to David and Mary
in the amount of $9,976 (HDIB 'MIMM̂  HUB HiillH) SKVWXX SIX
plus interest at the Hew Jersey interest rate from May 9, 1986

until the date the award is paid.

Pursuant to Section 43 (c) of the Code of Arbitration Procedure, the
following Forum Fees are assessed:

Six H<Mri-ing sessions were conducted in <•*•<« matter and the first hnnrlng
session fee was previously filed by the Claimants at the tlim they filed

claim* Tne ^-^f^l, hnrrri'ng' session fees that remain due to *•*» NASD axe
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(6 sessions X $1,000 = $6,000 mimig boa-tHng sessicn deposit of $1,000 =
$5,000) $5,000.

Forum fees are assessed, jointly *prf severally, against the Respondents in
the amount of $5,000.

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

The T?g»cpor|d'?ntF j jointly and severally, are ^yg^tpfj by Hiia panel to refund
to th1^ na-t-namfrg H-tn-iT v>«MiHTi<j session deposit of $1,000.

Concurring Arbitrators' Signatures
lê . / / Public/Industry

G
n-wrlM ,T. HTfrv4nf Eaq.

Date of Decision: October 19th( 1992
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i-r claiin. Ttoe total hearing session fees that renain due to the NASD are
(6 sessions X $1,000 = $6,000 win™ baa-ring session deposit of $1,000 =
$5,000) $5,000.

Forum fees are assessed, jointly *nri severally, against the Respondents in
the amount of $5,000.

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

Respondents, jointly and severally, are directed by t"hifl panffl to refund
to the n̂ T"8*"*1? MWJT- hearing session deposit of $1,000.

Concurring Arbitrator's Signature
Nans Public/Industry

' *
_

Mary Ann M. Mglchiorre, Esq. ^ //

Date of

Decision: October 19th. 1992
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claim. Uae t-r><-ai bttai~iTvy sessioQ. fees that remain rti.ift to the NASD axe
(6 sessions X $1,000 = $6,000 nrimig hoar-iTig session deposit of $1,000
$5,000) $5,000.

Forum fees are assessed, jointly *rv* severally, against the Respondents in
the amount of $5,000.

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

Tne Respondents, jointly and severally, are directed by this panel to refund
to *"*"» f*ig-iTTisir^g HIO-IT- hfta-Hng session deposit of $1,000.

.tor's Signature
Public/Industry

Date of Decision: October 19th, 1992


