N.A.S.D. ARRRD

NATTONAL ASSOCTATTION CF SECURTTIES DEALERS

In the Matter of the Arbitracion Between

Name of Claimant

Hexven leso
91-01566
Name of ts
© 77 Shearson Lehman Buttem, Inc. T
Richard Kadry
Ivan EHovenr
REPRESENTRATION

For Claimsmt: James Brucae Pearson of Fargo, North Dakota.

For Respondents: Harry Walters, Esq. and Christins Tracey, Exy. of Shearsom
Lelxen Brothers, Inc., New York, New York. ‘

CASE INPCRMATTON

Statement of Claim flled: May 16, 1991.
Claimant's Submisgsion Agreement signed cn: May 9, 1991. _
Joint Statement of Anewer filed by Respondents on: August 23, 1991,

Shearsct Lahman Brothers, Inc.'s Submission Agresmsnt sigoned ca

Respcondent
August 22, 19%1. Raspondent Ivan Bovey's Submigsion Agreement signed <o

Ancust 15, 1991,

EEMRTHG THECEMNTION
Pre-Hearing Conference: December 17, 1991 for coa (1) session with
Chairperaco.

Hearing Dates/Segsions: Decamber 17, 1991 for one (1) sesesion:
August 4, 1992 for o (2) sessiona;
Angust 5, 1992 for two (2) seesions;
August 6, 1992 for two (2) sessions.

Hearing location: Mirmeapolis, Minmpesota.




CASE STMMARY
]

Claiment Herman Iee ("Lee*) alleged that Respondent Shearson Labman
Brothers, Inc. ("Shearscm¥) through its representatives, Respandents Richard
Fadry ("Kadry*) and Ivan Hovey ("Hovey*) misrepresented, msnipulated,
conspired, cosrced, churmed, andd tock advantage of Lee's account for their
o perscnal gqain by generating enormous coammissions in Leets commodities
accoumts. Les further alleged that Radry misrepresented his performance
record as a comodity consultamt, that Shearsen, Kadry, and Eovey encaged in
unauthorized trading in Lee's accoumt, that lee's accoumt was abused and not
mmitored, that Lea's account was sustaining stagguring losses and encomous
camisgions snd maygin interest was eroding Lee!s acoount.

Reaspandenty Shearson, Kadry, and Hovey (hereinafter "Raspondents®)
categorically denied the allegations- that Kadry amxxi Eovey misrepresented
Kadry's experience and engaged in excesgive, unauthorized and umsuitable
trading. Respondants alleged that lasals commedity acommt was a oo~
discreticnary acocount over which Lee exercised camlete comtrol. Respondents
further alleged that lLea himsaelf choss tha conmodities he would trada.

SRR TSI

Claimmt requestad: damages in the sum of $4,180,171.00 bhased on tha

calculation: $19,301.00 for 1989 Commodity losses, $1,204,139.00

forr 1990 Commodity losses, -$127,380.00 for margin interestc, $25,104.00 for

viaible stock compizaicn, $2,100,000.00 for loss stock opportunity, and
$704,247.00 for tax liability, _

Respandents requested that tha Statement of Claim be diamissed in its
entirety and that costs of this macter be assessed against Claimant,

The parties have agreed that the Mwexrd in this matter may be executed in
coamtarpart copies or that a handheritten, signed 2emxxd mey be entared. In
either cage, the parties have agrsed to recsive conformed copies of tha amard
while the originals remsin n file with tha NASD.

Responiint Rickard Kadry did not preperly file a submicolon agressant
with the NAED, but having anseared the claim, appearsd and testified at the
hearing, is bound by the cooclusions of the panel oo all issues submitted for
detexmination pursuant to Secticn 12 of the Code of Arxbitraticn Procedare.

The comsel for Respondents aggerted a Motion To Dimmiss the Statsusat
of Claim at tha close of Claimemt's case. Tha Panal denied the motion.

Mtc:midm:xgthepleadings tha tegtimony and ths evidence
presented at the hearing, the undersigoed arbitrators have decided in full
and final rwscluticn of tha issues submitted for determination as follows:

1. T™a Claimant's Statsment of Claim is denied in its entirety;
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Pursuant to Sectiom 43¢ of tha Code of Arbitzation Procedire, the
following Forum Fees are assessed:

7 sesgiong X $1000 = 57000 mirms hearing sesaion deposit of $1000 =
$6000 plus $300 for the Pre-hearing conference sessicn = nat $6300 due.
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Fees are payable to the Naticmal Asseciation of Securities Dealers, Ino,
By The Arbitration Pemel:

W
Industry Arbitrator

Date Award Served By The NASD: a! )?l HCH--
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2. Each of the parties shall bear their oo costs and expenses
inourred, othar than those specifically emmerated for herein.

Pursuant to Sectiom 43¢ of tha Code of Arhityation Procedurs, the
following Forum Fees are assessed:

7 sessions X 51000 = 57000 minus hearing session deposit of $1000 =
46000 plus $300 for the Pre-hearing conference sessicn = nat $6300 dus.
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Fees are payable to the Naticmal Association of Securities Dealers, Inc.
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By Tha Arbitration Pennl:

Dated:
Ran ¥, Anderacn, R5G. CRAlTpersca —_—
Public Arbitrator )
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Public Arbitrator

BTy B. Soote
Indugtry Arbitrater

Date 2ard Served By The NASD: { M\ —




