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Name of Claimant (s) )

James 0. & Natalie F. Cross )

Nameô êsgondgat̂ ŝ  )

G K Scott & Co. Inc. )
Michael R. Czaja )
Alan F. Pacella )

Arbitration

National Aaaoclatlon of
Stcurttte* DMtors, Inc.
One East Broward Boulevard
Suite 1000
Ft. Lauderdaie. Florida 33301
{305} 522-7391

Case No. 91-03832

For Claimants, Jamas 0. and Natalie F. Cross: Allan J. Fedor, Esq. of Fedor &
Fedar.

For Respondent, G. K. Scott ("G.K. Scott"): William s. Isaaberg, Esq. of
latona & Tn*nh*rg.

For Reepcndant, Alan F. Pacella ("Pacella"): R. David Freeoott, Esq. of Katz,
Kutter, Saigler, Aldezman, Davis, Mufcs fc Rutledge, P.A.

Respondent, Michael R. Czaja ("Czaja") appeared pro se.

Statanent of
signed on:

filed: ^^ ^il ̂ i 4, 1991. dadnanta' Submission Agreanent
26, 1991.

Statanent of Answer filed by Respondent, G. K. Scott on: January 24, 1992.
Respondent, G.K. Scott's, Sutaission Agreonent signed on: January 22, 1992.

Statanent of Answer filed by Respondent, Michael R. Czaja, on: January 14,
1592. Respondent, Czaja1 s Submission Agreement signed oni February 3, 1992.

Respondent, Alan F. Pacella'a Statement of Answer filed on February 27, 1992.
Respondent, Pacella's Submission Agreement signed on: February 26, 1992.

Oa May 11, 1992 a pre-hearing one (1) session was

Cta Nay 18 and 19, 1992, in Tfcmpa, Florida, heariag* lasting four (4) sessions
were conducted.
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Claimants alleged that Respondents engaged in a pattern of criminal activity
in connection with *->***•»- purchase for Claimants account at G.K. Scott of

Precision, Savoy Minerals, Jerrioo, Inc. calls, AFL calls, Bankers Not*
Electronic Technology Group. Claimants alleged that Respondents course of

conduct and dealings violated Florida Securities IAMB nrv>r F.S. S517.301;
violated Rules of the NASD; Breached *-**•* *- Fiduciary Duty to Claimants;
Constituted nrrnnrn la* Fraud; Constituted Negligence or Gross Negligence;
constituted Civil Theft under F.S. SS812.014, 772.11? constituted criminal
practices under F.S. S772.104.; *«>»«-**<* Claimants' Account 6.747 times;
illegally marked up securities ever the NASD 5% rule. Claimants further
alleged that G.K. Scott was responsible far the conduct of Respondents,
Pacella and Czaja for failing to supervise them under both Rule 27 of the
NASD Rules of Fair Practice and the •*•!•»•> ISM theory of respondeat superior.
Additionally, Claimants alleged that Respondents were liable for the sale of
Laser Precision and Bankers Note based on so-called "inside information' ;
the sale of Savoy Minerals based on fraud and misrepresentation; the sale of
Jerrioo, Inc. and AFL calls in illegal options trading; and the sale of
Electronic Technology Group based on stock manipulation and illegal markups,
all involving a pattern of illicit activity.

Respondent, G.K. Scott, denied all allegations of wrong doing ~™*»a4™d in
the Statement of <*i»̂  and Trill nt*n1nor1 that it Mi****** churned Claimants '
account nor purchased unsuitable securities for them. Additionally G.K.
Scott asserted the following affirmative rtof enses i Claimants failed to
mitigate their damages; Claimants failed to use due diligence with respect to
the *-r*n*»f+"* m* complained of and, accordingly/ are bazxed ftt •" asserting or
recovering for any such transactions or acts; the alleged losses of Claimants
were caused by their own conduct or negligence in relation to the

complained of by them, therefore, ̂ "̂""its are precluded f rta"
recovery i Claimants1 alleged 1 oases were not prcodmfttely caused by any
alleged misconduct of G.K. Scott or its employees and Claimants, therefore,
are precluded from recovery; Claimants are barred from recovery by reason of
unclean hands; Claimants are barred *"•" recovvry and/or any recovery must be
reduced in accordance with the degree of Claimants' negligence by-reason of
the doctrine of comparative negligence; Respondent, G.K. Scott, at all tines
acted in good faith with respect to Claimants and "frtlr account.

Respondent, Czaja, denied all allegations of wrong doing against him
contained in the Statement of f̂ î m *™< further stated that Claimants'
statement of not being able to sell their stock and a 25% commission is
completely false.

Respondent, Pacella, categorically denied all allegations set forth in
Claimants1 Statement of <"*i»<*» as false, frivolous ***** inflannBtory and

that Claimants were **!»*' Î V̂ H * Trims mj_g 4n t-ĥ  over-the-counter
market who knew or should have taHwn that mark-ups or mark-downs were not
disclosed on *̂**M*""iĤ f̂f and therefore there was no cover-up. Pacella
further denied ever using the words "guaranteed", "quick buck" and "could
take it to the bank" in ̂ ^̂ ^̂ t̂ ô i with Claimants' inveetiMnts, as stated in
the Statement of
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Claimants requested ooqpeasatory damages in the anount of the purchase price
paid for I-Ĥ T- inveetauants (afpctadmately $67,000.00) plus interest at 12%
per annum from the date of each payment. Claimant* also requested trebled
damages, costs, expenses, disbursements ^̂ iiv̂ fig attorneys1 fees, punitive
damages and such other relief the arbitration panel would deem just and
proper.

Respondents requested *11 mrl nnnl of the Claim.

lie parties have agreed that the Jtoerd in this matter may be executed-in
counterpart copies or that a handwritten, signed JkMard may be entered. In
either case, the parties hava agreed to receive confound copies of the ANerd
v&ile the originals remain on file with the NASD.

After considering the pleadings, the testimony and the evidence presented at
the hMrrtnry and the post-hearing •*•••* MH^-M the undersigned arbitrators have
(Vrltted in full and final resolution of the Issues submitted for determina-
tion as follower

1. Respondents, 6.K. Scott & Co., Inc., Alan F. Paoella and Michael Cfcaja,
are found jointly and severally liable and shall pay to Claimants the sum of
Fifteen TTrnisanrt Seven Hundred Four Dollars and Eighty Cbe Gents
($15,704.81) <~rt«M««j interest;

2. Claimants' Claims for trebled lininijes. punitive damages costs and
attorneys' fees are hanby denied;

3. Bach party shall bear its cw costs <**OI»M»IJ attorneys' fees.
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Pursuant to Section 43 (c) of the Code of Arbitration Procedure the
arbitraticc Panel baa aaaeaaed forum feea in the amount of $3,300.00
(Four (4) hearing aeaaiona X $750.00 + Cba (1) Pro-Hearing Telephone
Conference held 5/11/92 X $300.00).

dainanta are hereby aaaeanMrl form feea In the amount of $1,650.00 for vfcich
the NX3D ahall retain the $750.00 previoualy d^poaited in partial
satisfaction thereof. Thereby, dainata owe fccun feee in the aoomt of
$900.00;

ReapoDdenta, G.K. Soott & Co.r inc., Alan F. Pmoella and Michael R. Czaja,
are hereby jointly and aevwrally aaaeeaed forum feea in the amount of
$1,650.00.

Feea are payable to the Naticoal Aaaociation of Securltiea Dealers, Inc.

Oaneancing AiMLuabun* Sli

/s/
Stephen P. Savitt, Industry

/s/

Hal S. Holtsinger Public

George S. Colt, Jr., Esq. Public

Dated: July 29, 1992


