
N.A.S.D. AWARD

ASSOCIATICN OF SBCDRITIES DEALERS

tie Matter of the Arbitration Between

Mane ofc^rmaritts)

Cynthia L. & John W. Msyfcew

91-02381

Name Of Poqry.mHont(3)

Johnston, r^an^n & Q^ Tnff!|
William anith

Claimant: Jtorris J. Levin, Esq. of Washington, D.C.

William Smith appeared pro se.

case

Statanent cf Claim filed: August 2, 1991.

Submission Agreement of the Claimants signed on: July 31, 1991.

Stats-sent cf Answer filed by Respondent Johnston ^̂ ^ c r* -̂  nn
September 23, 1991. ------ -- ~* "ac- on

Statanent of Answer filed by Respondent William Smith on: October 11, 1991.

* Co'., Inc. signed an:

Sutaission Agxeeoent of Respcndent William Smith signed on: October 9, 1991.

Hearing Dates/Sessions: February 24, 1992/two sessions
February 25, 1992/two sessions
March 14, 1392/three sessions
torch 15, 1992/three sessions

16, 1992/two sessions



April 23, 1392/two sessions
April 24, 1392 /two sessions
April 25, 13̂ 2/two sessions
May 11, 1992/two sessions
May 12, 1992/two sessions

Hearing Location: Washington, D.C,

case

^tMW and cVntnia M*ynew alleged that Respondents Johnston,
Im=- and willi^ Smith perpetrated frauds against Claimants and

fiduciary duty to Claimants. Claimants alleged that
mad*» *n ITII«,.. «~,W1 _ . . , inin.iLa cu._i.cycu, LJJBC

- ^^ unsuitable reccmnenaatian in Delta Capital Management:
Ba5tn"BUP a** cud not: consider their investteit objectives.

ts further alleged that Respondents engaged in nh.^^a of t-h^
Johnston, Leim & Co., Inc. and Williamdenied all

wrongdoing and maintained that all investments for Claimants
^v*stB>BnC *jectiv«. Respondents also

for Claunants* accounts were suitable.

RELIEF

Oaimants recjiested conpensatory damages in the amount of $1,000,000.00, lost
^ Fxv-ti'v* damages, RICX3 treble damages, reasonable attorneys' fees
ana casts incurred in bringing the arbitration. Respondent Johnston, Lamn &

me. requested that the rlainw of the Claimants be dismissed and that
" ̂  ^ na1mnts ^^ asserted a cross-claim for
against Respondent William Smith. Respondent Johnston, Lam. ,

,/ aaserted a Motion to Dismiss pursuant to Section 16 of the
Arbitration Procedure. Respondent William Smith requested that the

claims of the Claimants be dismissed and that costs be borne by the
ciao.nants. Respondent William Smith also asserted a Jtotioa to Dismiss or Stay
oce for failure of the Claimants to state a cognisable claim against-

The parties have agreed that the Award in this matter may be executed in
iT̂  ^iea °r that a n̂dwritten, signed Award nay be entered. In

î T̂ -ŵ ' . Parties have agreed to receive conformed copies of the Award
whale the ongmals remain on file with the NASD.

of Johnston, Lemon & Co., Inc. against William Smith uas



(3) Individuals John M. LeFrere n̂d William H. Gregory, III were initially
named as Respondents by t-ha claimants in *•*•*« proceeding. Tne NASD determined
subsequently that the NASD did not have jurisdiction over these Respondents,
and they were removed as paT"*"i|?g to

(4) The cross-claim of Johnston, T̂ nr̂ n & Co., Tim, against Paula Michaels
not accepted by the p*n»T pursuant to Section 3d of the Code of Arbitration
Procedure.

(5) The Motion to Consolidate of Respondents to m"**"*1 H rfa*-a t-hia instant
with case în̂ ar 92-00218 - Steven J. Aoreata et al. vs. Bill anith va*_
Johnston. Lemon, & Co. , Inc. et al̂ 5ŝ 3eniea£ the

After considering tĥ  pleadings , the testiioony *TV* ^̂ ^ evidence presented at
t.he hearing T̂«H post hearing submissions f t->ŷ  iTrvtojFg-ign̂ l arbitrators have
decided In full *™ri final resolution of <•** issues submitted for determina-
tion as follows:

(1) Respondent Johnston, T**mn & Co. , Inc. is liable and shall pay
to *-ĥ  Claimants John anr* Cynthia Mayhew the sum of Cue Hundred
Sixty Pour Thousand Eight Hundred Seventy Five Dollars and Fifty
Cents ($164,875.50) .

(2) Claimants John T̂VJ Cynthia Mayhew g*™n transfer to Respondent
Johnston, Learn & Co., Inc. <"*"» Sijctn (1/6) of the total shares of
1̂1 the rlanoco of ™ •»•• • » and preferred stock received by
as a result of the liquidation of Delta Capital.

(3) Respondent Johnston, r̂ nnn & Co. P Inc. 's cross-claim against
Respondent William gm-**-* is rfon-tori in its entirety.

(4) The Motion to Dismiss of Respondent William "̂T*">̂  is denied.

(5) ***** Uation to Dismiss of Respondent Johnston, T̂ nrm & Co., Inc.

(6) Tne arbitration p=mai will oo a disciplinary referral to the
NASD -immiiimiirt-iTyj tiaat a review of the supervisory procedures of
Johnston, r̂ nriri Sc. Co., Inc. be **?»* by *~+v* NASDf Inc.


