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Statement of Answer filed by Respondent on: August 29, 1991.
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P. Mitchell, President, on: August 29, 1991*



Pre-Hearing Conference: None held.

Hearing Dates /Sessicosi May 4, 1392 for two (2) sessions.
May 5, 1992 for two (2) sessions.

SOMMZT

Claimants Brandes Properties, Ltd., Bill Anton Braodes, Bernard Kahn,
William B. Kabn and Virginia Kahn Coogler ("daiioants11) alleged that:

rn aHTTtant-q wears securities*" investment n»pt-i iiaarH of EJapler,
Goerin & Turner, Inc. ("EST") for many years InclwtiTig tbe period
Immediately prior to December IS 87 through early March 1990.
During this period EOT eoployed Bruce Fridley ("Fridley*4) as an
account executive. Fridley advised Claimants regarding securities
as part of his aiployment duties with EOT. At all HTOS Fridley
was anting within, the course aTV* scope of Tvin anployment. ECT aian
enployed a securities research analyst namprt Eugene Mellenchento
("Hallenchenko11) who gave investment advice to EOT
BST account executives* Melleochento advised Fridley and the

u-H r*» 1 a f Tnrt ("^OJ") ,
Inc. (Iv7ixate)c")f andT-Gaun. Blplogicals, Inc. {"GBWA") . At all

Mallaochenko was acting within, the course and scope of his

During the relevant period, Fridley advised the daimants to
invest in. and, P1 jbffftfriflri *" 1 y f to TH8i^T^^a^Tl ^->^^^T' investneuts in ICN,
Viratefc, and GfiMMA. Fridley based the investanent advice on the
worfc of Melleochoito* Following Fridley *s advice, r^a^^Tmn^-
inveated in. IOJ, Viratek, and GMMA. between. Decenber 1987 and JVme
1989* In addition, -"^^i Fridley *s advice Claimant retained their
holdings in the relevant stocks* BGT's agents node many material
representation regarding ICN, Viratek, and GMWA, inplndlTiCT, but
not limited to the following? (1) the net nrp^A»«-Vng value of ICN?
(2) that Vixatek would definitely obtain approval in the T3nltad
States for use of a revolutionary new drug (ribavirin) in the
treatment of AIDS? aiKl (3) that GMM& would be bought out on a
specific date. fTTMMre representations Tnnyra false. daimants
alleged at the Hms that Fridley and Mellenchenko made these and
other '""•fgr*3*'* snsrepresentations to *"*** nat-mant-a regarding IQJ,
Viratek and GMMA, they knew that the representations were falsft or
they made the representations without any knowledge of the truth of
the representations.

BST, Fridley, and MSUencheoko owed a fiduciary duty to the
Claimants «"rf violated fr HP-IT* fiduciary duty to t̂ "* fna-tTnar^ff by
participating in *"*>* buy ««H retain canpaign regarding IQI, Viratek
and GAMOL as specifically alleged, EOT, Fridley and Mellencnenko
violated ^->M»lr fiduciary duty by (1) negligently or willfully/
wantonly, maliciously ="v* i TnfVTPP^^ rwM>^lly •naJHrig false material



representations to ***> Claimants, (2) fa^ng to ^iFrl^g* the
annual basis for *•>">•*••* invesbaent advice aw* (3) emitting to inform
the Claimants of negative TTtttw**1 -̂n*'*"11*^^ regarding IQT,
Viratefc and GMftO. of which EOT and its agents were aware. Each of
the Claimants suffered injury as a result of the breach of
fiduciary duty.

In arir^Mrtnr 35? vss aware that Mellgnr.hfnto had a past
relationship with and loyalty to ICN and its affiliates. The
Claimants alleged that EGT was negligent in failing to properly
supervise Mellencbentoo in the performance of his research analyst
duties with respect to ICNr lOPs affiliates and other companies in
t-fro pharmaceutical industry. Further allegations were made that
HOT was aware that Mellencbentao was violating MP duties as a
research analyst *™* that Fridleya-was baaing his investment advice
on Mftllenchenko ' s f alai H fta ***$ emissions , but SST allowed
Mellefichento T** Fridley to •^v^t-iTmo m« buy and retain campaign
unabated ar^ with BffT's active assistance. therefore, EX3T is
liable for Pridley and Mallencheoko's acts aTv5 cmissians discussed
above.

Respondent Efcpler, Querin & Turner, inc. ("EXJT1) denied the material
allegaticos in the Statement of Claim and further alleged that:

The stocks recommended by BEST and its agents did not perform
as anticipated. However,- such coctiuct does not amount to fraud and
breach of fiduciary duty as Claimants Brandes Properties, Ltd.,
Bill Anton Brandes, Bernard Kahn, William B, Kahn and Virginia Kahn
Googler ("Claimants") insist. In addition, f^jHiwrnfr.^ waivedr
ratified and are estcpped to assert the-ir claims? and Claimants
failed to mitigate their damages.

Claimants Brandes Properties, Ltd., WL1 Antou ^^*«^*"f Beomard Kahn, William
B. Kahn and Virginia Kahn Oooglear ("Claimants11) requested:

1* Ocnpensatory damages for th* daJboants1 out-of-pocket looocm
en IQI, Viratek and G?a«A. as follows:

Brandes Properties, Ltd. $31,401.07
Bill Anton Brandes $42,204.61
Bernard Kahn $88,509.22
William B. Kahn $89,240.05
Virginia Kaba Googler $97,703.79

2. n II^MJ ignf ryry A^myjMfa in an amount g "̂*! to <r*lsHniMTt*gl out- of-
pocfcet Tnjrrnn for "*TTin1 nn "\ rmn that they paid in <^nnrft0<"iq|n with the
purchases and sales of the relevant stocks?



3. Lost investment opportunity damages;

4. Reasonable attorneys1 fees;

5. Punitive damages;

6. Pre- and post-arbitration award interest; and

7. Expenses aTV* oosta in fwm*tv*:*pin with HH« proceeding,
adttdnisteative ô fr? and fees.

Respondent Ejppler , Guerin & Turner, Inc. ( "EST" ) requested that the
arbitration fUmrtaq t-ha nia-i™ -in its entirety and award BST »n of its costs
jj3cuu.ml in r»-iiinaf«Mnn with t-Mn arbitration proceeding.

The parties have agreed that the Award in this natter nay be executed in
counterpart copies, or that a handwritten, signed 2ward cay be entered* In
either case, the parties have agreed to receive mnfMrnimi copies of the Award
while the originals remain on file with *-**» NASD.

MAUD

After rygigH HmH-nfj t-ho pleadings, *"̂ «» t-apfinnTny a-nH t*Ha evidence presented at
Hra hearing, t-ha underaigned arbitrators have riorHHiari in, full and final
resolution of <~^^ -igginaa aufcnoitted *<?? ^•^•fnrf««*H nn ag follows:

1. Ibe daiiraxits Brandes Properties, Ltd., Bill Anton Brandes,
Bernard Kahn, William B. Kahn, and Virginia Kaim Ooogler*s nairn is
dianissed and denied in its entirety.

2. Eich party shnll bear its own costs, *wo™*tiig attoccnays1

fees, eaocept for those eounecated herein.

Pursuant to Section 43 (c) of the Code of Arbitration Procedure, the following
Forum Fees are assessed: Four (4) ffftBfrlnrm x $750.00 = $3,000.00.

National Rnnnrlatl"" of Securities Dealers, Inc. «>*»TT retain *-**> claim
filing fee of $200.00 and the hrnTing1 session deposit of $750.00 previously
deposited by the Claimants Brandes Properties, Ltd., Bill Anton Brandes,
Bernard Kahn, William B. Kahn and Virginia Kahn Ccogler. T*M» Claimants will
be jointly and severally liable for ***** «>»TT pay to *"*̂  NASD
forum fees in the amount of $2250.00.



The NASD shall refund the $750*00 previously deposited by the Respondent
Efcpler, Guerin & Tomer.

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

DRTED:

MICHAEL E. MCGOWN, ESQ.
Michael SiBi, Esq.
Public Arbitrator
Chairperson

AUGUST 12, 1992

THEODORE DAVIS
Uaeodore Davis
Public Arbitrator

JULY 24, 1992

JOHN C. BOOTH, JR.

John C. Booth, Jr.
Industry Arbitrator

JULY 24, 1992

Date of Service on Parties:


