N.A.S.D. AWMARD Argitration

National Aasociation of
. . NATTONAL ASSOCTATION OF SECURITIES DEALERS plana) Adwociation of
One East 8roward Souievard
Suite 1000
FI. Lauderdale. Flonda 33301
(305) 522-7391

In the Matter of the Arbitration Between
Nawe of Claimant (s)
James O. & Natalie F. Crcas

Case No. 91-03832

Name of Mt (=)

G K Scott & Co. Inc.
Michael R. Czaja
Alan P. Pacella
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For Clajpents, James C. and Matalie F. Cross: Allan J. Peckr, Beg. of Pekr &
Pedor.

For Respondent, G. XK. Scott ("G.K. Scott®): Willism s. Isenberg, Esq. of
Laccna & Isenbarg.

. Por Respondent, Alan P. Pacaella ("Facella®): R. David Prescott, Esq. of Katz,
Rutter, Haigler, Alderman, Davis, Marks & Rutledge, P.A.

Regpandent, Michael R. Czaja ("Czaja") appeared pIo Se.

A DICRMOTTON
Statement of Claim filed: December 4, 1591. Claiments' Submission Agreemsnt
gigned on: September 26, 1991.

Statemsnt of Answer filed by Respondant, G. K. Scott cm: Jamuary 24, 1992.
Respondent, G.K. Scott's, Submission Agreement signed an: Jamuary 22, 1992.

Statanent of Answar filed by Respondent, Michasl R. Czaja, on: Jamaary 14,
1992. Respondent, Czaja's Submission Agremmnt signed on: Februaxy 3, 1992.

Respondent, Alan F, Pacella's Statenant of Answer filed on February 27, 1952.
Ragpandent, Pacella's Submission Agresnant signed on: February 26, 1992.
TIFCEMATION

Go May 11, 1992 a pre-hearing oconference lasting cne (1) sessicn was
caxiuctad. :

Qo May 18 and 19, 1992, in Tmmpa, Florida, hearings lasting four (4) sessions
ware ccoducted,
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CASE SIMMARY

Claimants alleged that Respondents engaged in a pattern of criminal activity
in comaction with their purchase for Claimants acocoumt at G.X. Soott of
lager Precision, Savoy Mineralg, Jerrico, Inc. calls, AFL calls, Bankers Note
and Electranic Technology Groxp. Claimants alleged that Respondents course of
conduct and dealings violated Florida Securities Laws under P.S. S517.301;
violatad Rules of the NASD; Breached their Fiduciary Duty to (Claimants;
Constituted Commn Law Fraud; Constituted Negligence or Groes Negligence;
censtitutad Civil Theft under F.S, SS812.014, 772.11; coostituted criminal
practices under P.S. S5772.104.; churnad Claimmnts' Acoount 6.747 times;
illegally marked up securities over the NASD 5% rule. Claimants further
alleged that G.K. Scott was rwsponsible for the oconduct of Raspondents,
Pacella and Czaja for failing to supervise them under both Rule 27 of the
NASD Rules of Fair Practice and the ocomnon law thaory of respandsat suparior.
AXitiemally, Claimants alleged that Respandents ware liable for the sale of
Lassar Precision and Bankars Note based o so-called "ipside information';
the sale of Savoy Minerals based on fraxl and misxepresentaticon; the sale of
Jearricc, Inc. and AFL calls in i{llegal options trading; and the sale of
Electronic Technology Group based an stock manipulation and illecal mariupe,
all iowolving a pattern of illicit activity.

Respondent, G.K. Scott, denied all allagations of wrong doing omtained in
the Statement of Claim and maintained that it neither chumed Claimants!
accamt oo purchased unsuitable securities for them. Additiooally G.K.
Scott assertad the following affirmative defenses: Claimants failed to
mitigate their damages; Claimmnts failed to usa de diligence with respect to
the transacticns camplained of and, accordingly, are barred from asserting or
recovering for any such transacticns cr acts; the alleged losses of Claiments
were caused by their o onduct or negligence in relatiem to the
transactions cagplained of by than, therefore, Claimmnts are precluded from
recovery; Claimants' alleged losses were not proximately caused by any
alleged miscanduct of G.K. Soott or its smployess and Claimmnts, therefors,
are precluded fram recovery; Claimants are barred from reccvery by reasm of
unclean hands; Claimants are barred from recovery and/cr aoy rscovery must be
reduced in accardance with the degree of Claimemts' negligence by ‘Teascn of
the doctrine of ccmparative nagligence; Respondent, G.K. Scott, at all times
actad in good faith with raspect to Claimants and their accamt.

Respondent, Czaja, dmnied all allegaticns of wrong doing against him
cmtainsed in the Statenent of Claim and further stated that Claimants’
statenmnt of DOt baing able to sell thair stock and a 25% camission is
campletaly false.

Respondent, Pacella, categerically denied all allegations set forth in
Claimants' Statsmant of Claim as false, friwlous and inflmmmtory and
maintained that Claimants were sxperienced investors in the over-the-counter
market who Xnew or should bave known that mark-ups or mark-downs wars oot
disclosed o ocmfirmtions and therefors there was no cover-up. FPacella
further denied ever using the words “guarantesed®, "quick buck® and "oould
takes it to the bank" in commection with Claimants’ investmants, as stated in
the Statemsnt of Claim.
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RELIR e

Claimants requested compensatory damages in the amount of the purchase price
paid for thair investments (approcimately $67,000.00) plus interest at 12%
per anman fram the date of each payment. Claimants alsc requested trebled
damages, oosts, expenses, disbursemsnts including attcrneys' fees, pumitive
darages and such other relief the arbitration panel would deen just and
propar.

Raspendentcs raquested dismissal of the Claim,

The parties have agresd that the Mard in this matter may be executad-in
comtarpart copies or that a handwrittan, signad Jemrd may be entered. In
either case, the parties have agread to receive conformed coples of Mmrd
vwhile the ocriginals remain cn file with the NMASD.

After considering the pleadings, the testimony and the evidence presentad at
the hearing and the post-bsaring submissions the undersigned arbitrators have
decided in full and final resclution of the issues submitted for determina-
ticn as followa:

1. Raspondants, G.K. Scott & Co., Inc., Alan F. Pacella and Michaal Czaja,
are found jointly and severally liable and shall pay to Claiments the sum of
Fiftesn Thoussnd Seven Bmdred Four Dollars axi Eighty Oose Cents
($15,704.81) including interest;

2. Claisnts' Caims for trebled dmmges, punitive damages costs and

.attorneys' fess are hereby denied;

3., Each party shall bear its owm ocosts including attorneys' fess.
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FORIM FEES

]
Pursuant to Section 43(c) of the Code of Arbitration Procedure the
arbitration Fanel has assessed forum feas in the amoamt of $3,300.00
(Four (4) bearing sessions X $750.00 + Coe (1) Pre-Hearing Telephcoe
Conference held 5/11/92 X $300.00).

Claimants are hereby assessed forum fees in tha amamt of $1,650.00 for which
the MASD aball retain tha $750.00 previcusly deposited in partial
satisfaction thareof. Thereby, Claimsnts owe forum fess in the amumnt of
$900.00; =

Respxidents, G.K. Soott & Co., Inc., Alan F. Pacella and Michael R. Czaja,
are hareby jointly and severally assessed forun fees in the amoumt of
$1,650.00.

Feas are pzyable to the Naticnal Association of Securities Dealers, Inc.

Scaiog kitoators’ Sigoatures

L /sf

Stephen P. Savitt, Industry
/sf .

Hal 5. Holtsinger ‘ Public
/s/

George 8. Coit, Jr., Esq. Public

Dated: July 29, 1992




