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NATIONAL ASSOCTATION OF SECURITIES DEALERS, INC.

In the Matter of the Arbitrarion Rerween
N  Clai
Norman L. Pasnow
and ‘ 9302148
Name of Respondents
Shearson Lebrnan Brothers Joe, and

GwrgePLms—ngeorgu

i BEFRESENTALION OF PARTIES

Nomman L. Pasaow {"Climsnt™ was represened by Michsel L. Blake, Esq., Demver,
Coloradao. _ )

¢ Shearson Lehman Brothers, Inc. and George P. LarasKarageorgis ("Respondents”) were
represented by John S. Lutg, Esq, and Otto K. Hilbert II, Esq. of LeBoeuf, Lamb, Greene &
MacRae, Denver, Colandq.

CASE INFORMATION
The Statement of Claim wes filed on or sbout May 28, 1993. Submission Agreement of
Claimant was signed on May 26, 1993.

Staement of Answer was by Respomients on or about August 20, 1993. Submission

Agreement of Respondent Lehman Brothers, Inc. was signed on July 12, 1993 by
Tames 8. Goddard. Submission Agreement of Respondent George P. Laras-Karageorgis was
signed on August 30, 19931

* HEARING INFORMATION

A pre-hearing conference was held on Wednesday, February 23, 1994 for one (1) session in
Denver, Colorado with Daniel C. Himelspach, Esq, and Richard L. Behr, Ir, presiding.

The hearing was beid on Monday, March 14, 1994 for two (2) sessions, Tuesday, Marck 15,
1994 for two (2) sessions, Wednesday, March 16, 1994 for two (2) sessions and Saturday,
March 19, 1994 for two (2) sessions in Deaver, Colorado for a total of eight (%) heariog and one
(1) pre-hearing sessions,
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CASE SUMMARY

Claimant aifeged that Respompdents violated §10b of the Secarities Exchange Act of 1934, e
Colorado Securitics Act, breached their fiduciary duty 1o the Claimant, engaged in common law
fraud, were negligent, violated the RICO statute and intentionally inflicted cmotional distress ou
the Claimant by engaging in unsuitable and upauthorized transactions. Specifically, Claimant
made the following allegations:

*

Beginning in or abdut July, 1984, and contimuing thereafter, Respondents made

'mmChMMm&mmmmWMMWmmamm
for the purpose of putchazing and selling securities through Respondents. AL the time
Claimant's securitics accounts were opened, Respondents know Claimant was of advanced
age and lacked sufficient mvestment experience, mentai ability and financial acumen to
enabie piaintiff to make informed decisions about the purchase and sale of securities.

In the course of induging Claimam W open securities accounts with Respandenss and
tiroughout the reiationship between Clazmant and Respondents, Respondents made several
mmmmquamaucmmmmmmofmm,
imhdingwimomliquﬁon:

a that they had § wealth of expericnce in trading securities;

b. that they woull have competent and knowledgeable traders managing Claimant's
securities acconns;

c. that Claimant fwould make a profit from the trading of his securities sccouts;
d. that his maximimn exposure respecting the transactions Respondents recommended
and/or ensered nto be limited and minor;

e. that the risk of loss in trading securities would be minimal so long as Claimam
followed recommendations;

f. that the jons they efther recommended or made on Claimant's behalf were
suitable to Claimant  in light of his advanced age, financial oceds, and investment
objectives; and |

£ memmeuftadingmuriﬁninhisWunamrginbasis.

Throughout the period of time during which Claiman: had the securities accounts with
the Respondents, Respondents controlled the activities in the accounts.

Reme:mmﬂumuﬁominmaimam‘smwithmnﬁmhnhxgm
Claimant specify:

a, Tt:prmiseﬁunityimestwbepnrchasedorsold:
b. The exact amount af the security interest to be purchased or sold: and
c. The date and time the rransaction was to be effected.
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*

Respoidents made regommendations to Claimant concerning the purchase. sale, and
continued holding of securities and effected transactions in Claumaot's accounts without
first:

a. Obtaining from Claimant the essential facts about Claimant's finapciai condition:
b. Verifying with Claimant the accuracy of that information they obtaibed previousty
and/or from other sources concerning Claimant's finapcial condition: and/or

c. Having reason to belicve that the recommendations and/or transactions were
suitable for the Claimant in light of:

(i) The informarion cbtained from Claimant or otherwise know about the

Claimant;

(ii) 's peeds and financial sitwation;

(iii} The risk of loss involved therein; and

(iv} Claimat's investment obiectives of conservative iong-term gains and

income.
Responients effected trades in Claimant's securities accounts without specific written
authorization and without writien authorization to transact trades without the specific
authurizaﬁonofClaitpm.

Responderrs failed & adopt and 1o implement procedilres to properly manage and
supervise Claimant's accounnt.

The Respondents failed to properly explain to the Claimant how (o properly read and
interpret the staternents and confirmation slips sent by the Defendant's (o the Claimant
mmngChmm'Tmniﬁum

mmmofm#.nmmmmcmmmmawm
experienced investor, very deternined to trade his account as he saw fit. Respondents also stated
that the brauch manager property and adequately supervised the claimant's account and the
trading activity in the account andi that Respondent Lares rezsonably and properly dezlt with the
Claimant in a professional manner. Respondents also asserted affirmative defenses incinding but
not [imited to the following: ; -

*
»

¥

the Statement of Claim fails to state a cause of action upon which relief can be granted
dehjm‘h.ifany.ﬁlegedmhnebmmuimdbyﬂmmaimammcm.m

whole o in part, by the culpable conduct of the Claimant

the wansaction complgined of herein were duly authortzed and consented to by Claimant
and he is estopped from bringing this matter

assamption of the risk

Claimant is entitled to no recovery under the defenses of waiver and ratification
failure o mitigate
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BELIEE REQUESTED

Claimant requested an award $50,000 in actyal damages. interest thereon from the date the
accounts were opened, and for costs and expenses incurred berein and such other relief as the
panel deems appropriate on Count I of the Statement of Claim. On Count I of the Statement
of Claim, the Claimant requested an award of $50,000 in actal damages, interest thereon from
the date the accounts were opened, for costs and expenses incurred herein, 51,000,000 punitive
damages, and such other retief as the panel deems appropriate. Claimant requested an award
of $50,000 in actual damages, interest thereon from the date the accoums were opened, for costs
and expenses incurred herein, $1,000,000 punitive darnages, and such other relief as the panel
deems appropriate on Counts; ITI, [V, and V of the Statement of Claim. On Count VI of the
Statement of Claun, Clatmant requested an award of $50,000 in actual damages, staniory
mmﬁmhdmﬂummopemd for costs and expenses incurred herein,
treble damages, and such oiher refief as the panel decms appropriste. On Count VII of the
Statemnent of Claim, Claimant requested an award of actual damages pius $500,000 in
compensatory damages and punitive damages plus his costs and expenses incurred herein, and
smhndnrrﬂtfasttﬂspaquemappmmm

Rﬁpuﬂkmmwdntﬂpwegnmandcmmmmbymmmbe
diemissed in their entirety with prejudice and that they be awardexi their costs and attorney's fees.

mmmmmmwm Pebruary 23, 1954, Arbitrators
Hnuhpchandﬂehhmdwnlmmﬂnuuﬂonmbm After bearing the
arguments of the parties and comsidering the submissions of the patties on the Moacion, the panel
raled that the jurisdictional lingit set forth in §15 of the N.A.S.D. Code of Arbitration Procedure
will apply and that claims arising out of transaction after March 31, 1987 will be considered by
unless the Claimant can demanstate an exception. The panel finally ruled that evidence from
any petiod of time could be submitted.

At the conclusion of the Claipmamt’s case in chief, Resporwdents asserred a Motion for Directed
Verdict. Claimant withdrew the RICO claim (CountVI) asserted in the Statement of Claim and
the claims for emotional distress (Count VII). Afier consideving the arguments presented on
behﬂfofdnpardcsammeevﬂemcpmemedmthatum the undersigned arbitrators denled
the motion.

During the presentation of their case in chief, Respondents requested an award of attorneys’ fees
incurred in this matier based) upon the argument that the claims asserted in this matter were

frivolous. Respondents aiso submitted an affidavit of attarneys' fees.
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- - Claimant requested an oppoftunity to present the arbitrators with briefs on damages and the

statutes of fimitations, The Claimant's atorpey withdrew the request after he was advised that
the panel was nat inclined ta accept briefs from either party.

The parties have agreed that the Award in this matter may be executed incm_mcrpmcopies or
that 2 handwritien, signed Award may be entered. In either case, the parties have agreed to
receive conformed copi¢s of ithe award while the originai(s) remain on file with the N.A.S.D.

_ AWARD
mmm%mm.ﬂmevmmammm
undersigned arbitrators have decided in full and final resolution of the issues submited for
determimation as follows:

1. The claims asecrizd.is this matter shail be and heceby are dismissed and dewied in their
2. Each party shail beat its awn costs, expenses and fees, inchuding attorneys' fees and
expert witness fiees, icnrred in this matter not specifically epamerated herein.

o : EQRUM FEES

Parsuant to §43(c) of the N.A.5.D. Code of Arbitration Procedure, the National Ansocﬂwnof
Securities Dealers, Inc. ("NUA.S.D.") shall retain the non-refundabie filing fee in the amoant
of $250.00 and shall retain as forum fees the hearing session deposit in the soxnnt of $1,000.00
previously deposited with thea N.A.S.D. by the Claimant. Claimant shall be and hereby is lisble
for and shall pay to the NyA.S.D. the sum of Seventy three hundred dollars {;7,3@)“
additionai forum fees. Forum fees are calcuiated at the rate of $1,000.00 per hearmg sexsion
and $300.00 far each ing conference, if any. Fees are payable to the Nathoual
Associstion of Securities Ine.

Danicl. C. Himelspach. £3q.. March 28, 1994
Daniet C. Himelspach, Esq.;
Public Arbitrator, Presiding Clair

Robert L. Dnova \ April 3, 1994
Robert L.. Drava ‘-
Public Arbitrator

Richard ., _Behr. 7. - March 23, 1994
Richard L. Bebhr, Jr.
Industry Arbitrator
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