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Charlss Harold Cooper
REPRESEITRTTON
Faor Claimant: Ccarcle G. Gelfeld, Esg. and Elizabeth S. York, Isq.

For Respondents: Charles R. Mills, Esg. and Michael W. Sclinsky, Zsq. of
the law firm of lLord Day & Lord, Barrect Smith.

CASE INFORMATION
Statement of Claim filed cn February 7, 1992.

Claimant Estate of Myrie S. Falm's Sulbmissicn Agreement signed by Persanal
Represencative David P. Kabm on Feb:uary 4, 1992.

Statammt of Answer filed by Respmda:c.s on April 23, 1892,

Respandent Shearscn Lehlman Brothers Inc.'s Submissicn Agreemenmt signed om
May 22, 1992,

Respendent Charles Cooper's Submission Agreement signed on May 28, 129Z.

Respandent H. Wayne Hutton's Submissicon Agreament signed on May 28, 392.
EEBEING TRPCSMNTICH

Sre-Hearing Conference: July 20, 1992, 1 Sessicn.

Yearing Dates/Sessions: August 4, 1992, 2 Sessions.
August S, 1992, 2 Sessicns.

Tsaring Locacion: VNaticnal Associaticn of Securities Dealers, _':.c. sffices
located in Washingron, DC.
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CASE_STBEGAR
Claimant alleged that Mrs. Kahn was an msaophisticated investor who relied
exclusively eo the advica of Respondents in making investment decisions,
Claipant further alleged that resspondents induced her to gsell a goverrmant
securities mutual fund and to purchase interests in G highly illiquid,
long-term limited partnerships whose undarlying values and <financial
performance were not rwadily available to the investors. Claimant fyrther
alleged that thege limited parmnearships ware unsuitable in light of her
investment objectives, conservative investment history, advanced age and
financial oemedition. Claimant further alleged that in rresenting the
investments to Mrs. Rabn, Respandents intencicoally or negligently made
mtrue statemsats cr Disrepresented or cnitted macerial facts regarding the
iimited partmerships to induce Mrse. Xahm o0 purchase the limited
partnershipas. Claimant furthear alleged that to finance the purchase of the
limited partnerships, Respondents induced Mrs. Kalm to sell govermment
securities matual fumdis, which they had sold her e year earlier, which
caused her to incur a deferrved sales charge for redeamning shares within =
years of purchase. Claimant further alleged that Respondents breached theix
fiduciary duty to Mrs. Kaln when they recormandex the purchase of the limited
partherships and sale of the govermment securities matual funds. CQlaiment
further alleged that Respondents induced Mrs. Kaln to cpen a Shearson Equity
Management Acooumt, a4 lang temm speculative stock acoount, which was
unsuitable given Claimant's igpvestmsnt cbjectives, age of 73 years and ill
health. Claimant further alleged that Shearson failed to reasmmably
supervise Raspondents Cooper and Buttom in connection with the purchase of
limited partnershipe in Mrs. Kabn's accoumt. Claimmnt further alleged that
Respondents' actions violated Securities Exchange Act of 1334, 15 U.S.C. Sec.
78{j}, 17 CPR Sec. 240.10b-5; the Maxrviand Securities Act, Corparacions and
Associaticns Article, Title 11, Sec. 201; Article I, Sectioms 2, 18 & 27 of
tha NASD Rules of Fair Practice; Rules 405 & 723 of the New York Stock
Exchange and ths equitable, camxm law prohibitions against frawd and
negligent misrepressntation.

Respondents paintained that Mry., Kahn discussed and authorized every
transaction in her acooamt and that at no tima did she raise amy camplaint or
abjection about any transaction in her acooumt or security purchased by her,
Respondencs further maintained that thare was never any expressicn by Mrs.
Rabn or reason for Respondents to believe that nar sacurities portfolio did
not meat har needs and objectives, Raspandents maintained that Cooper
discussed the risks and illiquidity of the limited partmerships with Mrs,
Falm before she decided to purchase them and that Mrs, Kaln was advised thac
if she ligquidated shares of her govermment securities mutual funds she would
inour a deferrer zales charge. Raspcndmtsfurthlrmintm.nadasdefm
that Claimant's claims of fraud and negligemt misrepresemntation had no basig
in Zfact or law; a0 actual damages were incurred; Claimant's claims were
barred Ly principles of racificaticn, waiver and estoppel; the Statemanc of
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Claim was barred by the statute of limitaticms; and, Shearsrm and Respandent
Hutton coxhucted proper supervisicn. Respondents further maintained ag
dafenges tmtmaimtfaildmsmmacmmofacdmmmm.uef
could be granted; the ciaims were barred by laches, there was no causal
rﬂaummm'sqummmymuacmmem
Regpondents; arbitrators have no authority to award punitive damages under
New York Law; andanyallegeddmgufcrallegedmivemdingm
lmmmmmmmmmmm.

Tlaimant requested judgment against Shearscon, Futton andd Cooper -ointly and
Zeverally as follows:

1. QRescissian of =:he purchases of 00 umits, Insurerd Indome
Properties 1988, L.P.. in the amounc of $100,000 and 25 umits,
Participating Incape Properties II, L.P., in the ammec of 525,000
and recurn of such purchase monies o the Escate of Myrlie S. Kalm;
or in the alternative, sale of the two said limited partnerships
with payment to the said Estate of Myrle 5. Kalm of the sale
p:nceethandadditimnlumieainthnmtotth-diﬂm
between the sale procexis and the sum of £125,000.

2. Actual damages in the amount of $4,750 for all commissicns and
charges generated on the sale of Mrs. Faln's HIS Govermment
Securities Series and her SLE Portfolio Govexnment Securities
mwmmmotmmlmmmips.

3. Pumitive damges of 35,000,000.

4. All costs, oxpmses and disbursements, including reascnable
attorneys' fees, incurred by the Claimant in pursuing these
arbitratiaon claims.

5. Suchother:eliefastnearbimtimpanaldemjustandpmper.

Respondents requested that Claimant's Statememt of Claim be denied and
Mhﬂmﬂaﬁ&tmummwmumd‘
axpenses incurred in the procasding.

-
After considering the pleadings, the testinomy aund the avidence presented at
*he hearing the undersignad arbitrators have decided :n full and £inal
resoluticn of the issues sutmitted for determinaticn as follows:
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5.

6.

The demand for rescission of purchase of 100 depositary wumits,
Insured Incoms Properties, L.P. is denied. The demnd for
reacission of purchase of 25 depositary wmita, Farticipating Income
Properties II, L.P. is denied.

The claim against Wayne Hutton is dismissged.

Tha Respondent Charlee Barcld Cocoer shall pay to the Claimemt the
sun of Twelve Thousand Dollare and Mo Cents ($12,000.00), interest
specifically exciuded as the arbitraticn panel determined that the
invegstments were yngsuitable anxi generated excessive camnissicns and
feas as coppared to other income-producing real estate investmsat
vehicles available at that time.

The Respandent Shearson Lehwsn Broa., Inc. shall pay to the
Claimant the sun of Thres Thousaiki Four Hmxired Dollaxrs and No

Centg ($3,400.00), interest specifically excluded for thair failure
to properly supervise Claimant's accoumt.

The Claimsnt's request for punitive damges is denied.

Each party shall bear their respective costs including attorneys'
feous.

Pursuant to Section 43¢ of the Code of Arbitration Procedure, the following
Forun Fess are assesped.

4 sessices X $1,500.00 = $6,000.00 plus pre-hearing canferunce fee of $300.00
= $6,300.00 mimis hearing session depoeit of 1,500.00 = $4,800.00 dua.

t Shearscn be and hereby is liable and shall pay to the NASD the sum

of $4,800.00 to reprusent forum fees,. and shall pay Claimant the mum of
§1,800.00 to reimburse Claimant for Clajment's f£iling fee and hearing session

deposit paid.
Peeg are payable to the Naticnal Association of Securities Dealers, Inc.
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Janec Stem Solanm, Bew. ._ 3+
Public Arbitracor
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Date of Decision: September 11, 1992




