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N.A.SD. AWARD
NASD Regulation, Inc. Office of Dispute Resolntion

In the Matter of the Atbitration Between
Nape of Claimants
James D. and Arne E. Belt
95.03439

Name of Respongents

Charles R. Varneks, Jr.
J. Gregory & Company, Inc.
Nicholas Salerno

For Claimants; Richard Groner, Esq. of the Law Cffices of Groner, Schieb & Curxie, Sarasota, FL.
For Respondent Charles R. Varneke, Jr.: Witllam Kline, Bag., Sarasota, FL.

For Respondent I. Gregory & Company, Inc.: Dianne A. Boxden of I. Gregory & Company, Inc., Great
Neck, NY.

Respondent Nicholas Salerno appeared pro se.
CASE INFORMATION
Statement of Claito filed: July 18 1995,
Claimants™ Submission Agreement signed on; July 11, 1995,
Statement of Answer filed by Charles R. Varneks, Ir. on: October 29, 1996.
Respondent Charles R. Varneke, I1. did not execute 4 Submission Agreement.

Respondents J. Gregory & Company, Inc. and Nicholes Salerno did not file Statements of Answer or
executed Submission Agreemeants (see "Other Issuss"),

On April 22, 1996, March 3, 1998 and March 4, 1998 hearings lasting five sessions were conducted in
Tampa, FL.

CASE SUMMARY
Claiments James and Ann Belt alleged the following: that they are retired school teachers who are
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financially unsophisticated; that throughout the course of thedr lives they were able to accumnlate modest

. saviogs; that they entrosted $75,000.00 of these savings fo the Respondent Charles Varneke, Jr.; that after
an unsolicited telephans call, Respondent Charles Varneke, Jr. came to the Belts’ biouse; that his busioess
card proclaimed he was a "Semior Portfolic Investmant Advisor" within the financia) industry, and
further, he claimed that he possessed cortatn expertise in 15 particular securities; that in reality, he was
pot an expert in any particular security; that these initial misrepresentations bagan a pattern of misconduct
in which Mr, Varnske never dealt with the Belts honestly or fairly; that despite the fact that the Balts
were conservative investors that sought preservation of principal, Mr. Varneke put the entirety of the
fonds entrosted to him in extremely volatile, risky inrvestmoents; that in each of the Belts’ four accounnts,
Mr. Yameke placed their funds in 100% [ow-priced speculative investments; that Mr. Varneke admittedty
never disclosed the risk and actual expected return associated with the imvestments he solicited and agld
to the Belts; that he willfully representsd that all of the investments he snld were safe, conservative, and
prosperous, when in fact he knew they were not; that he perpetuated a fraud on the Belts; and that within
less than 7 months of transacting with Mr. Varneke, the Belts had lost almost everything they had
entrusted to him.

Claimants specifically alleged claims of fraud, breach of fiduciary dnty and misrepresentation.

Respondent Varneke denied all of the allegations raised in the Statemnent of Claim and asserted that the

Claimants were educated investors who divected every invesmment decision made in thair account,
RELIEF BEQUESTED

Claimants zequested relief as follows: $70,418.34 in out of pocket losses; $19,717.12 in statutory

interest; entiflement to pravailing party’s attorney’s fees under Chapter 517 of the Florida Statutes; ao

asscssment of el forum and filing fees against Respondent Varneke; and, at least $1.00 in punitive
damages against Varneks given the blatant egregious naturs of his misconduet,

Regpondent Varneke requested that the Statement of Claim be dismissed in its entirety.

The parties present &t the hearing agreed that the Award in this matter may be executed in connterpart
coples or that a handwritten, signed Awerd may be entered. In either case, the parties present at the
hearing apreed to receive conformed copies of the Award while the originals reain on file with NASD

Regulation, Inc.

Due to a bankmptcy filing on behalf of Respondent J. Gregory & Company, Inc. all claims against this
enﬁtywernatayedandthuubi&aﬁonpmeldidmtreachmydﬁmimﬂomwﬂhmgardm&h entity,

Prior to the commencement of the evidentiary hesrivg, the arbitration panel was informed chat the
Claimant withdrew, with prejudice, all claims against Respondent Nicholas Slerno.

AWARD

After considering the pleadings, tbemsﬂmonyandthsevidmcepm at the hearing, the undersigned
arbitrators have decided in full and fioal resolution of the issnes submmitted for determinstion as follows:

1. Respondent Charles R. Varpeke, Jr. is found liable, and shall pay to the Claimants $70,413.34
in compensatory damages,
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2. Respondent Charles R, Varoeke, Jr. is found lisbie, and shall pay to the Claiments $19,717.14
in pre-judpnmant interase,

— 3. Respondent Charles R. Varneke, Jr. shall pay $500.00 to Claimants representing reimbnrsement
of the hearing session deposit previpusly paid by the Claimamts.

4. Claimants’ requests for punitive damages and attorney’s fees are demied.

EZORUM FEES

Pursuant tv Rule 10332(c) of the Code of Arbitration Procedurs, the Panel has assessed forom fees in
the amount of $2,500.00 (five bearing sessions with the entire panel x $500.00).

Respondent Chaxles R. Varneke, Jt. is bereby assessed $2,500.00 for which WASD Regulation, Inc. shall
retain the $500.00 previonsly pald by the Claimants In partial satisfaction thereof leaving a balance due
in the sum of $2,000.00.

Fees are payable to NASD Regulation, Inc. Office of Dispute Resolution.

Concurring Arbitrators’ Signatares

Niwme . . Public/mdustry

5/
Public

William J. Capito, Esq.

18/

Public
Albert R. Neville, Ir.
i8¢
Public
Gerald B, Conloy
5/28/98
Date of Decigion;




