Arbitration

N.,A.5.D. AWARD Nationai Association of
o _ Securities Dealers, Inc.
- MATICHAL ASSCCIATTON CF SECURITIES DEALERS NASD Financial Cemer

23 Whitehall Street

= - - - N York, N.Y.
Il che Matter of the Arbitraticn Between :f;? (2?% 858-41:%};)4

Name of Claimants
Gaorge Madden,

RKemmeth and Ruth Walters
and George Valentine

Lang #9d-0LEEM S

$91-01848
#91-01849
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REPRESENTATIUN

For Claimants George Madden, Femmeth apd Ruth Walters and George Valentine
{collectively referred to as "Claimants*): Johln Lawrence Allen, Attorney at
. law and David Robbins, Esg. of the law firm Xaufmemm, Gildin & Carlin.

For Respondents First Iovestors Corporation, Angelio Coscia and Daniel White

{collectively referred to as "Respondents®"): Glenn R. Reichert, Esqg. of
Kirkpatrick & Lockhart.

CASE INFURMATION

Statement of Claimg filed by the Claimants: June 13, 1991.

Claimant George Madden's ("Madden™)! Submission Agreement signed on: June 6,
1291.

Claimant Kemmeth and Ruth Walters' ("Waltars") Submission Agreement signed
an: June 6, 1991,

Claimant George Valentina's ("Valentipe®) Submissicn Agreement signed on:
May 28, 1991.

Joint Statement of Answers filed by Respondemts an: August 19, 1991,
Respandent Daniel White was named as a Respondent ooly in case mmber 91-
01849.

Respcndent: First Investors Corporation's ("First Iovestors®) Submission
Agreement signed on: July 11, 1991.
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Respondent Angelo Corsia's ("Ceorsia'! Submssicn Agreement sigoed om: July
ig, 1991,

Respandent Daniel white's ("White") Sulbmission Agreement signed on: July 22,
1991.

Pre-Hearing Comference: February 17, 1992 - cne session

Hearing Dates/Sessicns: Maren 3, 1992 - cwo saessiens
March 4, 1992 - two sessicns
March 5, 1992 - two sessicns
March 6, 1992 - two sessions
March 39, 1992 - o sessions

Hearing Location: NASD Office - New York City

CASE STMMARY

In thase thrma cases which were cemsolidated for hesring rurposes, Clajmants
held brokerage accounts with Respondent First Investors. The claims against
First Investors arise as a result of misconduct by Coscia and in Claimant
Valentine's case misconduct of both Coscia and White,

Claimants alleged that Coscia placed them in an uwmsuitable ipvestment fund
named the First Imvestors High Incone Fund ("FIFIM). Claimants alleged that
they were unscphisticated investors whosa sole source of income was
improperly invested by Coscia in this fund and that this fund did not meet
thair investment nesds or cbhjectives, (laimants alleqed that thay placed
their trust and confidemce in Coscia and that Coscia took advantage of their
trust to their detriment. Claimants alleged that Respondents made false
stacaments and made material misstatament of facts to induce the Claimants to
invest in FIFI. Claimants alleged that Respondents omitted disclosing
material facts. Claimants alleged that Coscia wuduly comucentrated thedix
mnies in coe FAmd. Clainants alleged that First Investors failed to
preperly supervisa Coscia. In additicn, Claimant Valemtine alleged that
White falled to professionally and responsibly advise him. Claimant
Valentine alleged that Raspondent White recommenisd to Valentine after his
liquidation of FIFI that he place his monies into another umsuitable
investment - Franklin AGE Incana Fund. Claimant Valentine also alleged that
First Investors failed to properly supervise its employees Coscia and White.

Respondents categorically demnied all wrongdoing and specifically maintained
that the Claimantg accowmts were properly handled, and that the investments
were suitable given their stated investment objectives. Responrdents
maintained that baged on the historical performanne of FIFI from 1375 to




Nationai Association of
- Securities Dealers. Inc.
Page Three - NASD Financral Center

Award 91-01847. 91-01848 and 91-01849 r:div\:w‘;gﬁfal\lll strfgtom

FAX (212 B5B- 4389
1289, Coscia had a reasomable basis for recomending that Claimants imvest in

FIFI. Respondents maintained that Coscia never recamended that the
Claimants place all their meomies in FIFI. First Iovestors maintained that
Respandent Coseia and White were properly supervised. Respondents denied amy
and all allegations of fraud, material misrepresentaticn or amitting to
disclese material facts to the Claimants. Respondencs maintained that Coscia
"knew his customers®, disclosed all aspects of FIFI o the Claimants befcre
they invested and that he furnished the Claimants with the FIFI Prospectus
before they invested in the fund. Respondents maintained that the Claimants
received their monthly account statements and that during the time that
Claimants held the fimd in their account, they received high monthly
dividends and gemerzlly achieved their imestment cbjective. Respondents
maintaiged that agy losses that Claimants incurred were due to the general
decline in the market for high vield bands.

EELIEF REUESTED

Claimant Madden requested: campemsatory damages in the amount of $113,512,
plus intersst from the date of purchase, costs, expenses, attorneys and
expert fees, punitive damages and zrecovery for intentional infliction of
emoticnal distresg.

Claimants Walters requested: compensatory damagesg in the amount of $256,356,
plus interest, costs, attommeys and expert fees, pmitive damages and
recovery for intemtiocmal infliction of emoticnal distress.

Claimant Valentine requested: capensatory damages in the amount of
$98,728, plus interest, costs, attomeys and expert fees, punitive damages
and recovery for intemticemal inflicticon of emoticmal distress.

Respondents requastec: that the claims of the Claimants' be dismissed in
their entirety, thac Claimants' requests for emoticnal distress be dismissed
and that Respondents be awarded costs.

OIHER ISSOES ERED & DECITED
The parties have agreed that the Award in this matter may ba executed in
counterpart copieg or that a handwritten, signed Zward may be entered. In
aither case, the parties have agreed to receive conformed copies ¢f the Award

while the originals remain cm file with the NASD.

A

————
After considering the pleadings, the testimony and the evidences presented at
the hearing and post hearing submissions, the undersigned arbitrators have
decided in full and final re=saluticon of thae issues submittad for datermina-
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tion as follows:

1. That Raspondents First Investors and Coscia are jointly and severally
liable to tha Claimant George Maddem and shall pay to George Madden the sum
of THIRTY SIX THUSAND EIGET HONDRED THIRTY TWO AND 00/100 DOLLARS
{836,832.00).

2. That Respondents First Investors and Coscia are jointly and severally
liable to the Claimant George Valentine and shall pay to George Valentine the
sum of SIXTY ONE THOUSAND (NE HUMDRED FORTY-NINE AND 00/100 $61,149.00.

3. That Respondents First Iovestors and Coscia are jointly and severally
liable to the Claimant FKenneth Walters and szhall pay the Kermetrh Walterg the
sum of (NE HFONDRED THOUSAND SEVEN HUNDRED TWENTY THREE AND 00/100 DOLLARS

4. That Respondemts First Investors and Coscia are jointly and severally
liable to the (Claimant Ruth Walters and shall pay to Ruth Walters the sum of
FIFTY POUR THOUSAND FOUR HINDRED EIGHTY FOOR AND 00/100 DOLLARS ($54,484.00}.

5. That all other claims asserted by the parties are denied in ctheir
entirety.

6. ‘That all claims asserted againat Regpondent White are denied.

7. That all parties shall bear their respective costs including attorneys!
fees.

All of the above amounts are inclusive of interest umtil the date of the
award; however, the Panel has decided that the Respandents have thirty days
fram receipt of its award to pay ths above amounts. Thareafter interest
shall accrue at the rate of nine percent gsimple interest per ammm until the
date tha award is paid.

FORTM FERS
Pursuant to Secticn 43(c) of the Code of Arbitratiom Procedure, the Pamel has
decided that the costs of forum fees shall be equally borne by the Claimantsg
and Respandents First Investors and Coscia so that tha following forum fees
are agsessed:

Hearing segsions fees in this matter costs were $1000 per session and 10
hearing sessicne were held. Tha fee for the prehearing conference was $300.
Claimants are therefore assessed forum fees in the amount of $5150, however,
Claimants are entitled to offset this smeumt with their hearing session
depogits which totaled $1750 so that the amoumt dus fram the Claimants as
forum fees is $3400.00. The amoumt die fram Resperdents First Investors and
Coscia jointly and severally is $5,150.00.

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