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For daimmts, Joseph Pacella, Alice Bacella, et al*, Anil B. Zolan, Esq. of
the law flim o£ Kogin, Nassau, Caplmi, Taimnnn & Hirtle.

For Renpcirtmts, PainflWffteftr. me. (•PttinePfctber-) and Charl
(•Booatakls"), Jtoeeph P. (3flDecellir Seq. in-house ocunnel.

Stataaent of daia filed en May 13,
daiiQBnt*s Subodssica Agreement gjgnffd en May 2, 1991*

Joint stai of nmmrn filed by nesp^rWnrn en JUly 30, 1391*
<%*nrl*fl4fln Tim gM^iMiil g^ JF*^ OO July, 30, 1991.

Agi-ennmt signed an Scptcnber 30,

Pre-Heerlng OoDfeccncet April 6, 1991, 1

Hearing Datee and Becalm at April 30, 1391, 2
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Ifey27, 0391, 2

Hearing; L*""1**' $ MhtticcaJ.
offices located in Boston, Jfessachusetts.
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Claimants alleged that HM^I iMli'iil Bccatak±s made unsuitable invtsdaaofc
• »•« •!•»•• niaM^a for than by ccncvincing the Claimants to purchase substantial
amounts of Heritage Banoorp ("Heritage"), a Western Massachusetts *********
institution tint bad recently mada its first public stock offering.
Claimants •llfjfl'1 that iv*u>^«iHai failure bo learn the Claimants* iawtmaot
needs as noil as the unsuitable investment reoamsndatiaQs i f t f i u l l f f i l In. the
violation of Article HI, Secticn 2, of the NASD Rules of Fair Practice and
Rule 405 of the New York Stock Exchange. Claimants alleged that Brnatalrta
knar or should have know that rx**mmm*m had little or no ffxpnrlfnoe in the
stock market :xrt/^ that Bcnatakis actively • encouraged Claimants bo owac*
concentrate M^-IV- investment in one security- utose rating was being
downgraded.

Claimants furtter »n*>g^ that TTiin.mMViihi violated their cxntxact wittx
'lmi^i lTig '^«^™»"^q| expressed desixeB to mitigate eoctflBsive

damages, rq•^l»n«•« alleged that Bcnatakis resisted his clients' efforts bo
limit fhft-lr Innono and exposure to risk and urged Claimants to invest mom of
thftir capital into Heritage by utilizing the loan power of their margin

unt to its limit. Claimant alleged that nlnftliriirir was narjUgsnt* in
its supervision of Bcnatakis and is, therefore, liable as Brwiatalrls*
•Bpicyer* mjiHm»ri»<y a^^jyf that SaspcDdsat BainaMBfcber violated IASD Boles
by fti^^^«J to uuaoioM n^»^i-y^«i ^^4ff\m specifically Article TTT Saotica
27 Cb), 27 (d). COaimant further alleged that BaineMrtfeer is recpcnsibla for
Booatakis1 actiois under; ***** • • ™mn • * 1ji*g' nr*TvHpi^ of Respcodeat Superii
Sectlczi 20 (a) of the Securities and Exchange Act of 1334.

Respondents "•<n^»4m^H that <*n *4irmrr\+f Jbsepb rarol 1 n is an attoxney %sio has
had ooctSDSive oRperieooe in aamBrcial real flsiatTfi and real
dfivelccnBit* Rsspondsnts ***«" allegad that Mr. Paoella. has acted
attorney on behalf of Heritage and is *—41<*^ with and has had rtlose

kW^ ^^* ----- - -^cna ocuosrs oc
ttet both ^n«<^™^g ^fp^i-irnl that thair cumulative net

forty «<^H^" dollars and as a result of tills information, tbay
suitable for a ***tf9* atrr?qpf of the variety they received and tbair

aoommt IMS aoce than adequately bandied' given the

intained that Mr. mralln uoderstood margin accounts and
Heritage in tt* margin *«yF"*' CD, an unsolicited basis.

insisted tbat his yuLlffrlio ronain invested 100%
in stocks and it was the Paoellaa desire bo keep all iaraotflHots in Bnltaga
intact though market ************ m^± bis aonount maintCDaooe
dictated otherwifie. Baspcodsnts l•••^«<^>^«^ tbat Mr*

in order bo file a 13D witn the Secadtlea and
so he ma not withcut access bo ciajective advice and that at no time did
Bcoatakia* alsure Claimmtfl that Beritagv shares worn wrtn $13.00 vbvtlts
market value was below $5.00 or tbat 'MlM- cost averaging would be halpfnl
bo daimants
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Claimants mrpBitiliEl that hK* p**r>ai jMaid them restitution in the •"*«*"* of
$2,000,000.00 plus interest.

Respondents requested that *** Statement of f*1**™ be H* *"** «nnH and that thay
be awarded costs in this natter.

The parties have agreed that the Award in. this matter nay be executed in
counterpart copies or that a haocfecritten, signed HMrd nay be altered. Bi
either case, Use parties have agreed to receive <.vHfonnp»d copies of the
while the originals remain on file with the NASD.

After rMwi*Wi»4Tig the pleadings, the testimony and the evidence presented at
the hearing, ***» iiry*wB'igr*f* arbitrator has **y****** in full and final rasolu*
tion of the issues sutndtted for extermination as

1) a^^ ^^*^^if by the J^^^MM^ against tbe Seepcodeots are bscccfcy

Pursuant to Section 43 (c) of the Gode of Arbitration Procedure, tbe follaring
Form

1) Bonn fees in tba amount of $11,000.00 for elevon hearing oaoflicns at
$1,000.00 per aceffion ($1000.00 X 11 ssssicns - $11,000.00) ar*
and shall be borne equally by tbe parties, so that «acn party is
$5,500.00y

2) r*m4'*-n+m 3^ furtber mjuimnail the non-refundable filing fee of $250.OOf

3) mjilTTimts deposited $1,250.00 with the HMD and shall receive a credit of
$1,250.00* nwcefiore, tbe total ocunt due by ClnlmBnt* is $4,750.00.

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

Philip M. Qiofatoo, Saq. - Pl«lc - Oairpeis
HoMard M. Schott, Esq. • " ^

D* rmni'fiimn - Ladustry
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rvgiraii P ITVJ Artjitem Signature

Date of July 20. 1992
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Haone
Arbitrator's Signature

Data of Dftriflicnt July 20. 1992
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Cbccurring Azbitrator's Signature
Name

Date of Decision: July 20. 1992


