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Hame of Rem:dm.t(s!
Jahmston, Lemm & Co. Ine,
William Smith
REPRESENTATICN
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for Claimant: Merris J. Levin, EZsq. of Washington, C.C.

“or Respondent Johnstan, Lamm & Co., Ime: Douglas Spaulding, Esq..
Rathleen McoGuan, Esq. of Reed, Smith, Shaw & McClay in Washington, D.C.

Respandent William Smith appeared pro sa.

CASE INFORMATICN

Statememt of Claim filed: August 2, 1991.
Submisgion Agreement of tha Claimants sigmed an: July 31, 1991.
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September 23, 1991,
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Statement of Answer filed by Respondent William Smith on: October 11, 1991.
Submissien Agqreament cf Respondent Jolmstem, lLemm & Co., Ine. signed om:

Septembar 23, 1991.

Submission Agreement of Respondent William Smith signed cn: Octcber ©, 1991.

EEARING THFOBMATION

Hearing Dates/Sessiong: Fabruary 24, 1992/two sessicns
February 25, 1992/two sessicns
Marcih 14, 1992/three sessicns
March 15, 1992/three sessicns
March 16, 1992/two sesgicms




April 23, 1992/two sessicnsg
April 24, 1992/two sessicns
April 25, 1392/two sessicms
May 11, 1992/two sessicns
May 12, 1992/two sessicns

Hearing Locaticn: Washington, D.C.

Lemon & Co., Ine. and Willism Smith perpecraced frauds against Claimants and
Zreached their fiduciary duty to Claimesnts. Claimants alleged that
Respondents made an wmsuirable recamencatica in Delta Capital Managemenc
Limited Partnership and did not ocmsider their investment abjectives,

were made consistent with their imvestment objectives. Respondents also
maintained that all investments for Claimants‘ accounts were suitable.

RELIEP REQUESTED

Claimants requested campensatory damages in the amoumt of $1,000,000.00, lost
profits, punitive damages, RICO treble damages, reascpable attormeys' faas
and costs incurred in bringing the arbitraticn. Respandent Johnstem, Lanm &
Co., Inc. requested that the claims of the Claimants be dismissed and thar
cost.sbebo:neh?themaimtsandaaaartadamss-claimfa:
indemnification agqainst Respondent William Smith. Respondenc Jobnston, Lemon
fe Co.; Tnec, also asserted a Motion to Dismiss pursuant to Sectiom 16 of thm
Code of Arbitratiom Procedurs. Respandent William Smith requested that tha
claims of tha imants be diswissed and that costs ba borne by the
Claimants. Respendent William Smith also asserted a Moticn to Dismiss or Stay
Proceedings for failure of the Claimants to state a cognizable claim against .
him.

OISR roooes cORTITERED & TeCTED

(1) Thepartieshavaagreedthatthemmthismttermaybeexecutedin
counterpart copies or that a handwritten, signed Zward may be entered. In
either case, thepanieshaveagreedtomceivecmfomdccpiesof the Award
whiletheon‘.ginalsre:ainonfilewiththem-

(2} The cross-claim of Jalmstem, Lemenm & Co., Inc. against Willizm Smith was
aecq:tadbythepane_lattheinitialhearinginthismtterp\msuantto
Secticn 39 of the Coda of Arbitration Procedure.
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(3) Individuals John M. LeFrere and William H. Gregozy, III were initially
~amed as Respondents by the Claimants in this proceeding. The NASD datermined
subsequently that the NASD did not have jurisdiction over these Respondents,
and they were removed as parties to the proceeding.

(4) The cross-claim of Joblmston, Lemm & Co., Inc. against Paula Michaels was
not accepted by the panel pursuant to Secticm 39 of the Code of Arhitraticm
Procechire.

(5] The Motion to Consolidate of Respondents to consolidate this instant case

with case =mumber 92-00218 - Steven J. ta et al. vs. Bill Smith vs.
Jo.‘msbm.! I.m&Co.i Inc. et al. MEHE{EEE.

After considering the pleadings, the testimomy and the evidence presented at
the hearing and post hearing submissions, the undersigned arbitracors have
decided in full and final resoluticn of the issues submitted for determina-
tion as follows:

(1) Respandent Jolmsten, Lemem & Co., I[nc. is liable and shall pay
to the Claimants Jolm and Cynthia Mayhew the sum of Cne Fumdred
Sixty Four Thousand Eight Hundred Seventy Five Dollars and Fifty
Cents ($164,875.50}).

(2) Claimemts John and Cynthia Mayhew shall transfer to Respandent
Jaolmston, Lamn & Co., Inc. CGna Sixth (1/6) of the total shares of
all the classes of commn and preferred stock received by Claimsnt
ag a result of the liguidation of Delta Capital.

(3) Respondent Jolmston, Lemm & Co., Inc.'s cross-claim against
Respondent William Smith is denied in its entirety.

(4) The Motiom to Dismiss of Respondent William Smith is denied.

{S) The Motiaon to Dismiss of Respondent Jobnstan, Lamm & Co., Ine.
is denied.

(6) Tha arbitration panel will do a disciplinary referral to the
NASD recomnending that a review of the superviscry procedures of
Jolnston, Lamom & Co., Inc. be denme by the NASD, Inc.




