NASD REGULATION, INC,
AWARD

In the Matter of the Arbitration Betveen,
Name of Claimamis
Joseph Feldman
Ruth Feldman
Edward Feldman

Stephen Feldman a/c/f Rachel Feldman
Stepben Feldman a‘c/T Alex Feldman

‘Name of Respondents
prudential Securities, Inc.
Russo seqrities. Inc.

Smith Baney Shearson, Inc.
Joseph Blumenthal

1.} Morgan & Co.
Gilford seouEs, Inc.

REPRESENTATION

For Claimants.Joseph Feldman ("] Feldman"), Ruth Feldman (*R.Feldman"), Kdward Fekiman
("E.Feldman”), and Stephen Feldman a/c/f Rachel and Alex Feldman ("5. Feldman'),
collectively "Claimants”, appeared Edward Reich, Esq,, of the Iav offices of Coopernan Levitt
VWinikoff, Lestor & Newman lecated in New Bxdz. New Yok,

For Respondent Prudential Securities, Inc. ("Prudential”) appeared Robin Nackmar, Esq., in-
house counsel for Prudential S0 S Inc. located in New York, New Yok,

For Respondent Russo Securities Inc. ("Russo") appeared Simon S. Kogan, Esq., who was
subsequently replaced by Charles Manuel, Esq., a sole practitioner with offices locatedm New
York, New York.

For Respondent Smith Bamney Shearson, Inc. ("Smith Barney") appeared William Hohauser,
Esg., in-house counsel for Smith Barney Shearscenlocated in New Yok, New Yerk.

For Respondent Joseph Bhumenthal ("Blumenthal ) appeared Michael F. Bachiner, Esq.. a sole
practitioner with offices located in New York. Mew York, although Blumenthal and vir- Bachner
did not appear at the hearings.




For Respondent J.J. Morgan & Co. ("I.J. Morgan™)appeared Mark Rottenberg, Esq. and Jill
Rhodi, Bsq., of the law offioes of Anderson & Rotienberg, P.C., located in New York, New
York.,

For Respondent Gilford Securities, Inc  ("Gilford™”)appeared Joel Levinson, in-house coypsel
for Gilford Securities, Inc. located in New York, New York,

CASE INFORMATION

Claimants Joint Statement of Claim was filed on February 9, 1996.

I. Feldman's Submission Agreement was signed on February 8, 1996,

R. Feldman’s Submissiolis Agreement was signed on February 8, 1996,

E. Feldman’s Submission Agreement was signed on February 7, 1996.

S. Feldman’s submission Agreement for the custodial account for Rachel Feldman was signed
on February 8, 19%.

S. Feldman’s Sybmission Agreement for the custodial account for Alex Feldman was signed on
February 8, 1996.

Prudential’s Statement of Answer was fded on June 13, 1996.
Prudential did not sign a Submission Agreement.

Russo's Statement of Answer and Cross-claim against Blumtenthal was fded on May 13, 1996.
Russo did not sign a Submission Agreement o

Smith Barney’s Statement of Answer was fded on May 17, 1996.
Smith Barmey’ s Submission Agreement was signéd on May 17, 1996.

Blumenthal’s Statement of Answer was fl&d on May 16, 1996.
Blumentha!l did not signa Submiission Agreement.

J.J. Morgan’s Statement of Answer was fded on April 24, 1996.
J.J. Morgan’s Submission Agreement was signed on April 23, 1996.

Gilford’s Statement of Answer and Motion to Dismiss was filed on May 9, 1996.
Gilford’s Submission Agreement was signed on May 9, 1996.

HEARING INFORMATION
Pre-Hearing Conferences: June 3, 1997 One Session - Full Panel
June 17, 1997 One Session - Pull Pane]
September 22, 1997 One: Session - Full Panel
Hearing Dates/Sessions: September 3, 1997 Two Sessions
September 4, 1997 Two Sessions

September §, 1997 One Session




January 20, 1993 Two Sessions

January 21, 1998 Two Sessions
February 2, 1998 One Session

May 12, 1998 Two Sessions
May 13, 1998 Two Sessions
May 14, 1998 Two Sessions

The pre-hearings on June 3, 1997 and September 22, 1997 and the hearings were conducted at
the offices of NASD Regulation,, Inc, located in New York, New York.

CASESUMMARY

Claimants alleged that Blumenthal was the repistered representative for their accoupts and
represented (o them that he was associated with Prudential, Smith Barney, Gilford, Morgan and
Russo. Claimantsasserted that Blumentiial (nducad them to invest in U-Can-Win stock and other
equities. Claimants further asserted that Blumenthal represented to them that U-Can-Win was
ing with another company, that the price would rise, that big short term profits could be
and that the profits could be converted to cash in order to be used for other investments.
Claimants alleged that Blumentha! made unauthorized purchases in their accounts and made
purchases that did not appear on their monthly account statements, Claimants further alleged :
that Blumenthal made excessive trades, misrepresented the price of stock purchased, and avoided= =" . ]
sending Claimants their monthly statements. Claimants asserted that Blumenthal made AN
misrepresentations. unsuitable recommendations and purchases, unanthorized purchases, apge s i
caused excessive trades. Claimants alleged that Russo, Morgan, Gilford, Smith Barney, and " .- -
Prudential failed to supervise Blumenthal. Por
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Prudemtial denied all allegations in the Statement of Claim. Prudential maintained thet neither-
E. Feldman nor S. Feldman a/¢/f Alex and Rachel Feldman maintained accounts with. it.
Prudential asserted that U-Can-Win stock was not purchased in any of the Claimants’ accounts -
while they were at Prudential. Prudential turther asserted that every ransaction in the accounts
was accounted for and that statements were mailed to the Claimants from Prudential’s main
office in New York. Prudential maintained that Claimants received ¢onfirmations for every
transaction and #t no tive did they complain about a tzade. prudential further maintained that
the Claimants approved and/or rat’fied every trade in their accounts. Prudential further
maintaired Claimants were sophisticated and experienced investors who were dissatisfied with
their investiments’ performances,

Russo denied the allegations contained in the Statement of Claim. Russo maintained that all
transactions were authorized by the Claimants and represent their own tradirg decisions. Russo
further maintalped that Claimants ratified the transactions. Russo alieged it is atitlad to
indemnification from Blumenthal for any losses.

Smith Bamey denied all allegations in the Statement of Claim. Smuth Barney maintained that
only the Faldmans and 8. Feldman a/¢/f Rachel Feldman maintained accounts with it,  Smith
Barney further maintained that all statements were mailed to Claimants from its New York City
office, and that Blumenthal did not have the authority to block such mailings. Smith Barney




asserted that Claimants received confirmations for each transaction, and that they never
complained about any transaction made in their accounts. Smith Barmy maintained that no
losses were incurted in Claimants’ accounts regarding U-Can-Win stock. Smith Barney further
maintained that Claimants sold their positions of U-Can-Win stock at a profis.

Blumenthal denied the allegations contaimed in the Statement of Claim.

J.J. Morgan maintained that it acted at all tirnes in accordance with applicable law, governing
regulations, and custom io the industry in connection with the opening and maintenance of
Claimants’ accounts. J.J. Morgan asserted that C | a i i were sophisticated mvestors whose
investment objectives were speculative securities, J.J. Morgan maintained that Claimants
received monthly statements and trade confirmations for their accounts. 14, Morgan further
maintained that Claimants never dyeced, in writing, to any activity in their accounts.

Gilford maintained that Clamats were sophisticated investors who understood and accepted the
rigks associated with investing. Gilford maintained that Claimants authorized every transactfon
. and received track confirmations and monthly staements. Gilford maintained that, except for
an issue over a commission, Claimants expressed no dissatisfaction with their accounts o
Blumenthel. Gilford further maintaii that it reimbursed J. Feldman for certain disputed
commission ¢harges. in exchange for a relcase from the Feldmans which discharged Gilfordand - . .-

Claimants requested: TR

(a) On Claim One against Blumenthal, in an amount to be determined by the -

= arbitrationpanel, but in no event less than $100,000.00, togsther with attornays’
fees, punitive damages, and an award of costs;

(b) On Claim Two against Blumenthal, in an amount to be determined by the
arbitrationpanel, but in no event less than $100,000.00, together with attorneys’
fees, punitive damages, and an award of costs;

{¢)  On Claim Three against Blumenthal, in an amount to be determined by the
arbitrationpancl, but in no event less than $100,000.00, together with attorneys’
Ices, punitive damages, and an award of costs;

(d) On Claim Four against Russo, J.J. Morgan, Gilford, Smith Bamey, and
Prudential, jointly and severally, in an amount to be determined by the arbitration
panel, but in no event less than $100,000.00, together with attorneys’ fees,
punitive damages, ad an award of costs; and

(e Such other and further relief as the arbitration panel may deem just and proper.

Prudential requested that the Statement of Claim be dismissed in its entirety, that it be awarded
costs, and such other and further relief as the panel deems just and proper.

Russo requasted that the Statement of Claim be dismissed in its entirety, that it be awarded its
costs ard disbursements, and such other and further relief as the panel may deem just and
proper.

Blumenthal«from any further liability with regard to their sritdesaccounts. caenay B s



Russo, in its Cross-Claim, requested indemnification from Blumenthal in the event an award 1s
rendered against it.

Smith Bamey requested that the Statement of Claim as against it be dismissed and that it be
awarded its costs, including attorneys’ fees.

Blumenthal requested that the Staternent of Claim be dismissed in its entirety.

J.J. Morgan requested that the Statement of Claim as against it be dismissed, and that it be
awarded its attormeys’ fees, costs, and such other and further relief as the panel deem just and

proper.

Gilford reguested that (e Statement of Claim be dismissed in its entirety, that Claimants be
requiradto pay all (dling and forum fees, and that Claimantsbe ordared to reimburse it {or its

reasonable expenses, including all fodging and travel costs. expert witness fees, attorneys’ fees
and cosfs.

QTHER ISSUES CONSIDERED & DECIDED

.. The parties have agreed that the Award in this matter may be executed in countarpart copiesior

.~ that a hamdwritten, signed Award may be entered. In either case, the parties have agmed'tbrr e T G

rex:cwe conformed wples of the Award while the original rernaios on {ile with the NASD

T
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.By [cttcr dated Dcccmber 16, 1997, Gilford indicated that it had settled with Stephen Fe}dma.n

a/c/f Rachel and Alex Feldman and, f'urther that E&oard Feldman mth-drew his claim aga.mst oz
: Gllford without prejudlce ‘ : C LRy

i 'Iha panel made the followmgdetﬁmnauons concemlng Prudential, Russo. and Bhunenthal who
did not file Submission Agreements:

1. Pursuant to Rule 10101 of the Code of Arbitration Procedure @e“Code™).the
arbitrators found subject raafisr jurisdiction over this entire controversy.

2. The panel found that Prudential and Russo were members of the NASD at the
time this controversy aose.  Accordingly, the panel found jurisdiction over
Prudential and Russo pursuant to Rule 10301 of the Code.

3. The panel found thet Blumenthal was a person associated with a member of the
NASD at the time this controversy aose. Accordingly, the panel found personal
jurisdiction over Blumenthal pursuant to Rule 10301 of the Code.

4, The panel found that prudential, Russo, and Blumenthal were required to file
Submission Agreements with NASD Regulaton pursuant to Rule 10314(b) (¥ the
Code.
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After considering the plcadings, the testimony and the evidence presented at the hearing, the
undersigned arbifrators have decided 1n full and final resolution of the issues submitted for deter-
mination as follows:

1. Blumenthal and Russo are hereby jointly and sevcrally liable and shall pay Joseph
Feldman compensatory damages in the amount of $100,000.00, withou pre-award

inierest.
2. Claimants’ request for punitive damages is hereby denied.

3. Each party shall bear its own costs and attorneys’ fees.

4. All other requests are hereby denied.

QTHER COSTS

Pursuant to Rule 10333 of the Code of Arbitration procedura, Prudential Securities, Ine. has

pald to NASD Re.quhtlon Inc. the 5350 00 member surcharge prewously iny mced :

pursuant to Rule: 10333 of the Code of Arbltration Procedure Russo Securities Inc. sha]l pay- b DN
to NASD chulatlon Inc. the $350.00 past due mcmber surcharge prev10usly invoiced.. SRR

PUrSuANt to Rule 10333 of the Code of AJbltI’EiElOl’l Procedure Smlth Bamey Shearson, Inc. shall e ]
pay to NASD Regulation, Inc. he $350.00 past due member surcharge previously invoiced. . ™+ 7+ -

rursuant © Rule 10333 of the Code of Arbitration Procedure, J.J. Morgan & Co. has paid to
NASD Regulation, Inc. the $350.00 member surcharge previously invoiced.

Pursuant te¢ Rule 10333 of the Code of Arbitration Procedure Gilford Securities, Ioc. has paid
to NASD Regulanon, Inc, the $350.00 member surcharge previously mvoiced.

FQRUM FEES

Pursuant to Rule 10332(c) of the NASD Regulation Code of Arbitration procedure, the
arbitrators have determined that the NASD will retain the $200.00 non-refundable filing fee
deposited by Claimants and the $500.00 non-refundable filing fee deposited by Russc, and have
assessed the foliowing Forum Fess:

3 Pre-bearing conferences (full panel) x $750.00 =  §2,250.00
16 Hearing sessions x $750.00 = $12.000.00
Tota! Forum Fees = $14.250.00

The panc! has determined that Gilford shall not be assessed forumn fees for hearings




conducted subsequent to Gilford's dismissal. Therefore, Gilford is liable for and shai
pay the sum of $545.50, representing one-eleventh of the forum fees incurred prior 1o
Gilford’s dismissal.

The panel has determined that the balance of the forum fees shall be assessed equally
between the remaining partics, as follows:

1

10,

J. Feldman be and hereby is liable for the sum of $1,370.45, representing one-
tenth of the total forum fees assessed. J. Feldman previously deposited $750.00
with NASD Regulation, Inc., ana, therefore, shall remit the $620.45 remaining
Inlance.

R. Feldman be and hereby is liable for the sum of $1,370.45, representing one-
tenth of the total forum fees

E. Feldman be and hereby is liable for the sum of $1,370.45, representing
ane-tenth of the total forum fees assess=d.

S. Feldman a/c/f Rachd Feldman be and hercby is liable for the sum of
$1,370.45, representing one-tenth of the total forum fees assessed.

8. Feldman a/e/f Alex Feldman be and herebv is liable for the sum of $1,370.45,

© representing one-tenth of the total forum fees assessed.

Prudential be and hereby is liable for the sum of $1,370.45, representing one-
tenth of the total forum fees BRG]~ - T

Russo be and hereby is liable for the sum of $1,370.45, representing one-tenth
of the total forumm fees assessed.

Smith Barney be and hereby is liable for the sum of $1,370.435, representing one-
tenth of the total forum fees assessed.

Biumenthal be and he.cby 15 liable for the sum of $1,370.45, representing one-
tenth of the total forum fees assessed.

J.J. Morgan be and hereby is liable for the sum of $1,370.45, sepresenting one-
tenth of the total forum fees assessed.




ARBITRATION FANEL

Bemnard S. Carrey, Esq. - Public Chairperson

C. Sidney Lester, Esq. - Public Arbitrator

Rick F. Suppa - Industry Arbitrator
'S SI

ick F. Suppa
Industry Arbitrator -

Date of decision: _September 11. 1998

"1, Rick F. Suppa, do hereby affirm, pursuant to Article 7507 of the Civil Practice Law.and -
Rules, that 1 am the individual described herein and who executed this instrument which sy

award.

Rick F. Suppa

/(gbna ,W&gﬁféb

UINA DEANOGELIS
Hotary Pubil, Biete of New York

s Kings
Con: “aginp Bxpires m_f’




ARBLIRATION PANEL

Bernard 8. Carrey, Esq. - Public Chairperson
C. Sidney Lester, Esq. . Public Arbitrator
Rick ' Supps - Industry Arbitrator

'S, Cantey, By
- Pudlic Arbitrator

Date of decision: __ September 11. 1998

I, Bernard 8. Carvey, Eaq., do hereby affinn, pursaant s Article 7507 of the Civil Practice . ..

Law and. Rules, that | am the individux! described hercin and who executed this insrument =i 5 - ©
which 1 my award.




Bermard §. Camvey, Bag. - Publlc Chairperson
C. Sidney Lester, Bag. . Pubiic Arbitrator
Rick F, Suppa - Industry Arbitrator
r
o By
C , Baq.

Dt of denigion: September 11, 1598

o devcribed herein and who execied vis lostroment which is -

yy iifirm, pursant o Azdele 7507 of the Civil Practios Law




