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For Claimant Legg Mason Wood Walter, lac. ("Claimant"): Dana Pescosolido, of
Fairbanks, Gault et al.

For Respondent Jack C. Pappas ("Pappas"): Mr. Pappas bad no representation,
did not •"n,"1"*' at *•*"» hearing.

Reply to renewed Motion to Dismiss and in Support of Respondent's
Opposition to Claimant's Statement of Reply filed: March 30, 1992.
Statement of Reply filed: March 17, 1992.
Statement of Claim filed: January 29, 1992.
Claimant's Submission Agreement signed on: January 20, 1992.

HanDraaduu in Support of Respondent's Opposition to Claimant's Statement of
Reply filed: March 25, 1992.
Motion to Dismiss and For Sunnary Judgment filed: March 18, 1992.
Statement of nnrumi 3nf» Counterclaim (denoted by Respondent as Crossclaim)
filed by Respondent on: February 24, 1992.
Respondent's Submission Agreement signed on: February 21, 1992.

Hearing Date/Sessions: August 14, 1992/1 aeasion.
/»ii NASD, Inc./ Washington, D.C. '

alleged on June 13, 1991, Pappas directed Gary Ganson ("Ganson"), a
registered representative of Claimant, to purchase at the market price 1,000
shares of Geneoc Corporation ("Genex") cannon stock. On June 19, 1991, Pappaa
directed Ganson to purchase, at the market price 1,000 shares of Biospherics,
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Inc. ("Biospberics") coium stock. Claimant alleged *"Mg second transaction
was unsolicited. Claimant alleged Pappas failed to deliver funds to pay for
these purchases and en July 10, 1391, Claimant liquidated these securities
leaving his account with an unsecured debit ball

Respondent Pappas ™»'»TH-»'<TWI he placed an unsolicited order to purchase 1,000
t;̂ j-oi« of Biospherics through fi»m* •< - Psppas asserted o»"«y*> solicited <*v̂
sale of the same 1,000 shares of Biospherics one day later and stated that
Claimant Tn»i'nt-a-in»H a market in **tn> <'« ••»•••! stock of T
rna-ir^a-inarf Hrla -in^i 11 iimMnn yffiff fjllftft anrt QOSt ^>^"> a **Hn»frsin+A a T amount Of
sicoey '"TV* H-* "ffph*"̂ * "̂ s tripled in value within Ĥ̂  following four (4)
business days. {Pappas alleged he inquired before the sell order was gii
why there would not be a coBirri ssion on the sale of this stock) .

(Tanam provided unytUd***** fj?BUdUlent tr tf innm+Am Stating that

Over-the-Counter stocks which *-»""«« listed on an Exchange for trading
immediate recipients of a gpyĵ i consideration of margin capability ***** that
Pappas could margin (under $5.00 per share) his 1,000 shares of Identijc, Inc.
("Xdentix") . Pappas alleged Ganson acknowledged this misleading infoznation
anrf iin nilnrrt to reimburse Pappas in t>^><> f onn of no * i inn I flff ̂ ori charges on any
subsequent *~r*A»*t up to a certain amount of rebate. Respondent asserted he
purchased 1,000 shares of Genex (unsolicited) and was charged a ̂ ™̂i4««<̂ ^
fee then purchased 1,000 shares of Biospherics on June 19, 1391
(unsolicited) . Pappas alleged the information given by Ganson regarding the
Biospherics purchase was fraudulent in that f̂ »"«»«' stated Claimant maintained
a market in Biospherics and Respondent *"•̂ r̂ «•«̂ Tl»̂  he cnmpljiinari to Ganson and

7"TTyi Claimant did TV?* Tty<p+-«'<Ti a market in Biospherics.

Claimant «»4ni-«<̂ «̂  in its Statement of Reply that in April 1991, it
market in Biospherics; Ganson never advised Pappas the sale of Biospherics
would be ccnmission-free; in the one day in which Pappas held the stock the
price appreciated; Pappas suffered no loss whether or not he would be charged
a ccnoission; and that he received the best price available at the time of

claimant further maintained frfnpff% incorrectly advised Psppas
regarding ***M> TiVnMT n̂Kfr* 3>r>rf that a******* informed Pappas of the T'TVI* and
prcodsed to make up the difference by nrnrtirflng future trades without
charging a "mrtsBiT Claimant asserted the June 19, 1991 transaction in
Biospherics was unsolicited *"** Claimant was no longer «»Mnty a asoJuat in.
Biospherics and the trade was going to be commission-free; and he nasai fed
that accorH4Tij to a corrected confirmation slip, Pappas was not charged a
ry«•l̂ ^̂ Î rtn claimant asserted Pappas was not defrauded and was not entitled
to any relief under the RICO statute.

In response, Pappas juisei Lai Claimant M* not maintain a market in
Biospherica stock as of Jfceil 16, 1991 (which be did not discover irnitrM
August 01, 1991 after receiving information concerning *•**« situation);
Claimant's Reply does not satisfy the requirement imposed by the Code
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of Arbitration Procedure - Section 34 and the Rules of Evidence as the Reply
rnntvnna hearsay, conjecture and fails to set forth any facts upon which a
cognisable rTa-hn could be based; the Reply failed to establish Claimant as
TM-iTn-a-iTi-i'ng a market or as a market maker on April 16, 1991 when a solicited
sell order damaged Respondent by a ndsstatement of facts. Pappas further
m»-infr3i'4nari claimant's Reply suggested that a "iHT*usfc *Bpfry »nd
market in a stock are coe in MT*» gnn> *mA t-H4g t*"»ff false
Claimant's Reply admitted misleading <Trf<nuait-jr^ rmr^n-n^nfj «-h«i Ideatix
was provided; and his application of the RICO statute in *•>«<• matter is
coiiect.

Pappas further fliFiei rgil Claimant did not file *•**•» 'AH-iBCt fees pursuant to
the Code of Arbitration Procedure and that as he did not institute
proceedings and is not an Industry Claimant he is not subject to such
Pappas requested <*ft*> arbitrator Mmutmm Claimant's Îfll1"1 and grant

Claimant m*4n+mi~~* it paid the correct fees and asked to be advised if
additional fees IMBIB required.

Claimant requested: actual damages in the amount of $3,286.85, plus interest
from the date of the award to the date of payment; costs; attorney's fees in
the amount of $8,612.00; and that the Counterclaim be denied.

Respondent requested in hi a rv̂ m̂ omi »<»•• â *-itmi HM»JH^ in <-jyf amount of
sum of the equivalent of 1,000 shares of Biospherics, 1,000 shares of
Identix, and 1,000 shares of Genex; plus an unspecified amount of dsoages
under the RICO statute; di ml anal of Claimant's claim with prejudice; and
the granting of Respondent's Nation to Dismiss and Nation for Summary
Judgment.

1- Respondent Pappas did not appear at the hearing; however, the Arbitrator
proceeded with the hearing as he was satisfied that Respondent bad received
proper notice as required pursuant to Section 26 of the Code of Arbitration

After considering the pleadings, the testimony and the evidence presented at
post hcnrlng submissions, the vuiiTt FLjvyj arbitrator has
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decided in full and final resolution of the issues submitted for determina-
tion as follows:

1- Respondent Pappas is liable and shall pay to Claimant Legg Mason Wood
Walker, Inc. the sun of $3,286.85, plus simple interest at the rate of twelve
(12%) percent per annum from the date of the <fapis*r*i to the date of paymsnt
of the award;

2- Respondent Pappas1 Counterclaim is denied in its entirety;

3- Respondent Pappas' Motions to Dismiss *iyj for Summary Judgment
denied;

4- Respondent Pappas is liable and shall to pay to Claimant Legg Mason Wood
Walker, Inc. the sum of $2,153.00 to represent attorney's fees?

a- Attorney's fees are awarded in reliance on The Margin
which UBS admitted into evidence as Claimant's Exhibit #2 at the
August 14, 1992, which provided, in pertinent part, that Claimant "shall be
entitled to charge and collect from [the account] all reasonable oasts

attorneys' fees) associated with.. .enforcing any of your rights
under rhia Agreement." The Margin Agreement- further provided that "(tlhis
Agreement is a ̂ -mur̂ -ing agreement and shall be governed by the ISMS of the
State of Maryland...H The rngp of Webŝ "*' v. P̂ T1!***1 Loan, Savings ft Deposit

160 Md. 57,61 152 A. 815, slTlISaTn^sSSa^fhattSapSrtlescDjr
st have the right to agree for the payment of an attorney's fee in the

event of default in payment by the pmminor has long been rurvxprlTied in the
decisions of **HJg court."

5- All other claims f or relief are denied;

Pursuant to Section 43c of the Code of Arbitration Procedure, the NASD shall
retain the $500.00 and $100.00 non-refundable filing fees paid by
and Respondent, respectively and the following Forum. Fees are

Z $300.00 > $300.00

Forum fees Assessed Against:

1- The NASD shall retain the $175.00 hearing session deposit previously paid
by ô fir̂ *"*- Pappas and Respondent Pappas shall pay to Claimant the SUB of
$125.00 to reimburse it the hnnrinj session deposit previously paid.
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Fees are payable to the National Association of Securities Dealers, Inc.

Arbitrator's Signature

Paul A . t 3 i t r a t o r

Dace of Decision: September 18, 1992.


