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23 Whitehall Street
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n the Matter of the Arbitraticn Between ;:;V[z?g, g5;,4§gg4

Name of Claimants

George Madden,
Remneth and Ruth Walters
and George Valentine

Case #91-01847

-

#91 - 01849

Name of R_ewts
First Investors Corporaticm,
Angelo Coscia
and Daniel White
REPRESENTATTON

For Claimants George Madden, Kemmeth and Ruth Walters and George Valentine
(collectively referred to as “Claimants*): Jolm Lawrence Allen, Attorney at
. Lew and David Robbins, Esg. cf the law fimm Kaufmann, Gildin & Carlin.

For Respandemts First Investors Coxrporatiom, Angelo Coscia and Daniel White
(collectively referred to as "Respondents"): Glemm R. Redchert, Esg, of
Kirkpatrick & Lockbart.

CASE TNFURMATICM

e ——————— ——

Statement of Claims filed by the Claimamts: June 13, 1991.

Claimant George Madden's ("™Madden') Sulmission Agreement signed ocn: June 6,
1881,

Claimant FKemmeth and Ruth Walters' ("Walters®) Submissicn Agreament signed
on: June 6, 1991,

Claimant George Valen ‘g ("Valentine') Submission Agresment signed on:
May 23, 1991.

Joint Statement of Answers filed by Respondents con: August 18, 1991,
Respandent Daniel White was namad as a Respondent only in case mumber S1-
01849.

Respondent First Investors Corporaticn's ("First Investors") Submission
Agreement signed on: July 11, 1851,
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Regspondent Angelo Corsia‘s ("Ceorsia') Sulmission Agreement signed am: July
18, 1991.

Respondent Daniel Whitet!s ("White") Sulmission Agresment signed cn: July 22,
1991,

HEARTNG THFORMATION

e

Fre-Hearing Conference: February 17, 1992 - cne sessicn

Hearing Dates/Sessicns: March 3, 1992 - two sessgicns
March 4, 1992 - two sessians
March 5, 1992 - two sessions
March 6, 1992 - owo sessicns
March 9, 1992 - two sessions

Hearing Locaticm: NASD Qffice - New York City

CASE SOMMARY

. In these three cases which were consolidated for hearing purposes, Claimants
held brckerage accounts with Respopdent FPirsc Iovestors. The claims against
First Investors arise as a resuit of misconduct by Coscia and in Claimant

Valentina's case miscemduct of both Coscia and White.

Claimants alleged that Cosecia placed them in an vmsuitable investment fund
named the First Iovestors High Income FPund ("FIFI®). Claimants alleged that
they were unscphisticated investors whose sole sowrce of income vas
improperly invested by Coscia in this fund and that this fimd did not meet
their investment needs or objectives. Claimamts alleged that they placed
thair trust and confidence in Coscia and that Coscia tock advantage of their
trust to their detriment. Claimants alleged that Respondents made false
Staraments and pade matsrial misstatement of facts to induce the Claimsmis to
invest in FIFI. Claimants alleged that Regpondents omitted disclosing
material facts, Claimants alleged that Coscia unduly ccncentrated thedir
monies in cme Fund. Claimants alleged that First Imvestors failed to
properly supervise Coscia. In additicmn, Claimant Valentine allegad that
White failed to professicnally and respansibly advise him. Claimant
Valentine alleged that Respondent White recamended to Valentine after his
liquidation of FIFI that he place his monies into ancother umsuitable
investment - Frapklin AGF Income Fund. Claimant Valentine also alleged that
First Investors failed to properly supervise its employees Coscia and white.

Respendents categorically demied all wrongdoing and specifically maintained
that the Claimants accounts were properly handled, and that the investments
ware suitable given their stated irmvestment objectives. Respondents
. maintained that based cn the historical performance of FIFI frem 1975 to
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1989, Coscia had a reascnable basis for recamending that Claimants invest in

FIFI. Respondents maintained that Coscia never recamended thac the
Claiments place all their monies in FIFI. First Investors maintained that
Respondent Coscia and White wers properly supervised. Respondents denied amy
and all allegations of fraud, material misrepresentation or amitting to
disclose material facts to the Claiments. Respcndemts maintained that Coscia
"knew his customers”, disclcsed all aspects of FIFI to the Claimants before
they invested and that he furnished the Claimants with the FIFI Prospectus
bafore they invested in the fimd. Respomdents maintained that the Claimants
received their monthly account statements and that durding the time that
Claimantg held the fimd in their acooumt, they received high menthly
dividends and generaily achieved their investment apjective. Respondents
maincained that any losses that Claimants incurred were due to the gensral
decliine in the market for high yield bonds.

RELIEF FEUESTED

Claimant Madden requested: compensatecry damages in the amoumt of $113,512,
pluz interest from the date of purchase, costs, ewmenses, attorneys and
expert fees, punitive damages and recovery for intemticmal infliction of
emsticnal distress.

. Claimants Walters requested: compensatory damages in the amownt of $256,356,
plus intevest, costs, attcrneys and expert fees, punitive damages and
recovery for intemtiomal infliction of amotional distress.

Claimant Valentine requested: campensatory damages in the amoumt of

£98,72B, plus interest, costs, attorneys and expert fees, pumitive damages
and recovery for intemtiomal infliction of emoticmal distress.

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

The parties have agreed that the Award in this matter may be executed im
counterpart copies or that a handwritten, signed Award may be entered. In
either case, the parties have agreed to receive conformed copies of the Award
while the originals remain an file with the NASD.

After comsidering the pleadings, the testimomy and the evidence presented at
the hearing and post hearing submissions, the undersigned arbitrators have
. decided in full and final resoluticn of the issues submitted for determina-




Page Four
Award 91-01847, 51-01848 and 91-0184% -

tion a3 follows:

L. That Respondents First Investors and Coscia are jointly and severally
ligbie to the Claimant George Maddem and shall pay to George Madden the sum
cf THIRTY SIX THOUSAND EIGET HINDRED THIRTY TWO AND 00/100 DOLLARS
($346,832.00).

2. That Respondents First Immestors and Coscia are jointly and severally
liable to the Clajmant George Valentine and shall pay to George Valentine the
sum of SIXTY (NE THEOUSAND (NE HONDRED FORTY-NINE AND 00/100 361, 149.00.

3. That Respopdents First Investors and Coscia are jointly and saverally
liable to the Claimant Kemmeth Walters angd shall pay the Remmeth Walters the
sur of (NE HINDRED TEOUSAND SEVEN HINDRED TWENTY THREE AND (0/100 DOLLARS
($100,723).

4. That Respomdents First Investors and Coscia are jointly and sevexrally
liable to the Claimant Futrh Walters and shall pay to Ruth Walters the sum of
FIFTY FOUR THOUSAND FOUR HINDRED EIGHTY FOUR AND 00/100 DOLLARS ($54,484.00).

5. That all other clajms asserted by the parties ars denied in their
entiretcy.

§. ‘That all claimg asserted against Respendent White are denied.

7. That all parties shall bear thair respective costs including attorneys®
fees.

All of the above amounts are inclusive of interest umtil the date of tha
award; however, the Pansl has decideri that the Respondents have thirty days
from receipt of its award to pay the above amounts. Thersafter interest
shail accrue at the rate of nine percent simple interest per anmm until the
date the award is paid.

FORIM FEES

]
Pursuant tc Sectiom 43{c) of the Code of Arbitration Procedure, the Panel has
decidad that the costs of forum fees shall be equally borne by the Claimants
and Respondents First Investors and Coscia so that the following forum fees
are assesasad:

Hearing sessions fees in this matter costs were 3$1000 per session and 10
hearing sessians ware hbeld. The fee for the prehearing conference was $300.

Claimants are therefore assesged fornunm fees in the amewmt of 35150, however,
Claimants are emtitled to offset this amount with their hearing sessiom
deposits which totaled $1750 so that tha ameumt due from the Claimants as
forum fees is $3400.00. The amoumt due fram Respondents First Investors and
Coscia jointly and severally is $5,150.C0.

Fees are payable to the Natianal Association of Securities Deajers, Inc.
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Josepnt E. IDaGrosa

Date of Decision: April 6éch, 1992
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Allen Kilik, Esg

Date of Decision: April feh, 1992




