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David and Mary Harmen
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Name of mts -
Zoch & Zoch Financial Group, Inc.
Danald Zoch
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BEPRESENTATION

FPor Claimants David and Constance Herrstrom amxi Reverend David and Mary
Harmrm, Thamas D. Giachetti, Esq. of tha law firm of Stark and Stark.

For Respondents Zoch and Zoch Financial Group, Inc. and David and Paul Zoch,
Lawrence R. Gelber, Esq. of the law firm of Beigel and Sandler.

CASE TNPORMATTON

Statement of Claim filed: May 6, 1991.
Claimant David Herrstrom's sulbmission agreement signad on April 25_, 1g91.
Claimant Constance Herrstrom's submission agreement signed on April 26. 1991,

Claimant Reverend David Hammn's submissicn agreement signed on April 26,
1991.

Claimant Mary Harmen's sulmission agresment signed on April 26, 1991.

Joint Statemsnt of Answer to David and Constance Herrstram's claim was filed
on Aaqust 23, 1991.

Joint Statememt of Answer to David and Mary Hammom's claim was filed om
Aucyust 28, 1981,

' Réspandmt Zoch and Zoch's submission agresement signed on August 29, 1991.

Respondent Paul Zoch's submission agreement signed cn: August 29, 1991.
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Respondent Denald Zoch'’s submission agreenent signed on Aungust 29, 1391,

HEARTMIZ TNFORMATION
e ——_ -

Bearing Dates/Sessicns: August 28, 1992/two sessicns
April 28, 1992/two sessions
April 14, 1992/two sessicns
April 13, 1992/two sessions
April 08, 1992/two sessions
April 07, 1992/two sessions

Hearing lLocaticn: MNatiomal Association of Securities Dealers, Ine. offices
located Philadelphia, PA.

CASE SUMMARY
B

owmer of Respondent Zoch and Zoch Financial Services Corp. and Paul Zoch who
acted as their accountant (hereinafter "Respondents®). In particular, the
Herrstrams alleged that they became aware of the financial plamning fimm of
Zoch and Zoch through media advertisements and that Donald Zoch represented
them that a goal of financial independence could be achieved by investing
and Zoch. The Herrstrams alleged that Domald Zoch recommended

Bogert Cil and Gas, Whispering Lakes and other similar limited partnerships,
which were unsuitable. Specifically, it was alleged by the Harrstzrums that
they did not meet net capital requirements for several limited partnerships
and thig, ware ineligible and cmsidared maccredited investors. It was

adverseness. The Herrstrams alleged that as a result of, and pursuant to
Zoch and Zoch's recommendations, that they were forced into an untenable
investment debt situation which was requirved and also recammended by Danald
Zoch to meat payments cnm Zoch and Zoch recommesndations. The Herrstroms
alleged that they had never, before meeting Donald Zoch, heard of limited
partnershipg. The Herrstrams alleged that Donald Zoch misrepresented the
rigk and liquidity involved with such investments as similar in risk to
mmicipal bends and treasmnry notes. The Herrstroms alleged that Demald Zoch
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Donald Zoch failled to follow their statad investment goals of safety,

diversification and liquidity. The Herrstrams alleged that Danald Zoch
materially misrepresented the limited partnerships by representing the
limited partmerships as being diverse, safe and liquid when they were not.
The Herrstroms contend that Roseland Shepping Limited Partnership was
affiliated with Donald Zoch and sold to the Herrstroms. The Herrstroms
alleged that Donald Zoch offered to lend them money to meet paymsobt
chbligations on Zoch and Zoch investments, in viclation of Federal Reserve
requlations. The Herrstrams alleged that these acticns were in violation of
Zoch and Zoch's fiduciary duty and dons -with the primary purpose of
generating cammissions. The Herrstroms alleged that Peter Zoch becama the
Berrstrams' accoumtant, which is a conflict of intarest and facilitated the
fraud against the Herrstroms.

Respondents Zoch and Zoch, Paul Zoch and Demald Zoch maintained that tha
Herrstrams were sducated, scphisticated and knowledgeable investors, who
demomsitrated their ability to analyze financial sitvations and who were

thoroughly familiar with all aspects of partnerships and taxes. Respondents
maintained that the Herrstroms expressed their investment ocbjectivea as

requiring a reduction of federal taxes, thus, limited partnerships were
congjistent with the Herrstrums goals and cbjectives. The Respondsnts
maintained that the Herrstroms' debt situation is a result of descisions made

by the Herrstxoms in a failed effocrt to incremse and retain savings.
Respandents maintained that the Herrstroms' damage calculatioms are ot
supported by the facts, since the investments made were profitable or
sustainad only small losses and met their objectives of reducing tax
payments. Respondents maintained that Constance Herrstrom spoke directly
and repeatedly to representatives of several limited partnerships, conducted
har o research, investigatioms and attended virtually every
conducted by representatives of the general partners dasigned to update
investors on the status of limited parimerships. Respondents maintained
that Claimants ignored Zoch and Zoch investment advice oo diversificatiom;
when to sell profitable investments; and on limiting their exposure in
limited partnerships. Respondents maintained that (laimsnts debt situation
resulted from choices made by the Bexrrstroms and directly related to
Constance Harrstroms'! decision to not work for four years. Regpondents
maintained that, as affirmative defenses; the claiments' assertions are
barred by tha applicable statutes of limitaticms; that punitive dammages are
mot allowed in arbitration proceedings; that Claimants' contract claims do
oot support such dammges; and that all investments were suitsble and
congistent with the Berrstroms' cbjectives, Respondents Paul Zoch and David
Zoch maintained that they have no involvement in the investmenty of the
Hammons, and are therefore, improper parties herein., Respondent Zoch and
Zoch maintained that the Haymons were provided with all available information
regarding investments, were suitable investors for limited partnerships and
made thsir pirchases cnly upon reviewing the informaticn and receiving advice
generated from other sources.
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RELIEF FEQUESTED
(laimants requested damages against the Respandents as follows:
A. Principal loss cn unsuitable LP investmentS........... $ 235,415
B. Logs on debt inourred for additicoal LP purchases..... 257,907
C. Opportumity cost loss ca principal......cccvceccccceens 107,914
D. Camissions and Fees paid to Zoch and Zoch...vceseecae 34,000
TOTAL COMPENSATORY DAMAGES......cnee0ee esene tesasasss 635,236
PLUS PUNTITIVE DAMAGES.....cccanssasavrssnrorvnsasns se... 2,000,000

Regpcndsnte recuested that Claimants' claims be denied it their entirety.

m%mmm

Resporddents requested that pursuant to the applicable statutes of limitation
that Claimants' case be diamissed.

The panel denied the Respondents request.

aw
after comsidering the pleadings, the testimomy and the evidence presented at
the hearing and the post hmaring submissions, the undersigned arbitrator has
decided in full and final resolution of the issues submitted for determina-
tion as follows:

1. That the Raspondents are jointly and severalily liable to David and
Constance Herrstrom in the amount of $116,900.80 ((NE HRIRED
THOUSAND, NINE HMNED DXXIARS AND EIGHTY CENTS) plus interest at the New
Jersey Judgement rate fram July 16, 1991 until the date the award is paid.

2. That Respendents are jointly and severally liable to David and Mary
Harmn in the ameant of $9,976 (NINE THOUSAND, NINE SINNRED SEVENTY SIX
IXELERS) plus interest at the New Jersey interest rate fram May 9, 1386
until tha date the award is paid.

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

. Six hearing sessicns were conducted in this matter and the first hearing

seasion fee was previcusly filed by the Claimants at the time they filed
their ciaim. The total hearing session fees that remain due to the NASD are
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(6 sessions X $1,000 = $6,000 minmus hearing sessiocn deposit of 51,000 =
$5,000) $5,000.

Forum fees are asgessed, jointly and severally, against the Raspcndents in
the amcnmt of $5,000.

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

The Respondents, jointly and severally, are directed by this panel to refumd
to the Claimants their hearing semsion deposit of $1,000.

Concurring Arbitrators' Signatures

Mame @ ; E Public/Industry

Charies J. B]@n, Esqg.

Date -of Decision: October 1%th, 1992
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their claim. 'I'hetotalheaﬂngsessimfees that remain due to the NASD are
(6 sessions X $1,000 = $6,000 mimus hearing sessian deposit of $1,000 =
35,000} $5,000.

Forum fees are assessed, jointly and sevérally, against the Respondents in
the amoumt of $5,000.

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

The Respondents, jointly and severamlly, are directed by this panel to refund
to the Claimants thair hearing session deposit of $1,000.
Ck:ncurring Arbitrator's Signature )

Publ:.c/Imh:st::y

//5// ;4/6!/'_/ /”/w,émw (_5% “:iz/&_&%:f/

Mary Ahn M. Melchicrre, Esq. 7

Date of
Decisiom: October 19th, 1992
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their claim. The total hearing session fees that remain due to the NASD are

(6 segssioms X $1,000 = $6,000 mimus hearing session deposit of 51,000 =
$5,000) $£5,000.

Forum fees are assessed, jointly and severally, against the Respondents in
tha amoxme of $5, 000.

Feeg are payable to ths Naticmal Association of Securities Dealers, Inc.

The Respondents, jointly and severally, are directed by this panel to refimd
to the Claimants their hearing sessicp deposit of $1,000.

Arpitzator's Signature - .
Public/Industry
e S

\chard H( Laden, Esq.

tY 0&11613’.. (39 <4

Date of Decision: October 19th, 1992




