N.AS.D. AWARD

NATIONAL ASSOCIATION OF SECURITIES DEALERS

In the Matter of the Arbitration Between

Name of Claimant
Frank A. Pansini

96-01074

Namg of Respondent

Donald & Co. Securities Inc.

Harold Eugene Stice

Anthony Potecorvo

Raymond Levitzki

Stephen West

Stephen Aflan Blum

Jack Guerriero W T e ey
Paul Favata

For Claimant, Frank A. Pansini, appeared Lisa Ann Encch, Esq., sole practioner located in Chappaqua,
New York.

For Respondents, Donald & Co. Securities Inc., Harold Eugefie Stice, Anthony Potecorvo, Raymond _  _

Levitzki, Stephen West, Stephen Allan Blum and Paul Favata, appeared Kenneth A. Elan, Esq., sole
practioner, located in New York, New York.

For Respondent, Jack Guerriero, appeared Roy Kurnos, Esq., from the law firm of Belsole & Kurnos,
Morristown, New Jersey.

CASE INFORMATION
Statement of Claim filed: Feb 21, 1996
Claimant’s Submission Agreement signed on; March 1, 1996

Joint Statement of Answer filed by Respondents, Donald & Co. Securities Inc., Harold Eugene Stice,
Anthony Potecorvo, Raymond Levitzki, Slnphen West, Stephen Alian Blum and Paul Favata, on: April
22, 1996 : B

Amended Joint Statement of Answer and Cross_Claim filed: by Respondents, Donald & Co. Securities
Inc., Harold Evgene Stice, Anthony Potecorvo, Raymond Levitzki, Stephen West, Stephen Allan Blum
and Paul Favata, on: September 17 1996

Respondents, Donald & Co. Secdmm Inc., Haruld Eugene Snce Anthony Potecorvo, Raymond
Levitzki, and Stephen West's Submission Agreements signed on: April 24, 1996
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Respondents, Stephen Allan Blum and Paul Favata's, Submission Agreements, signed on: Aprit 25, 1996
Statement of Answer filed by deondent, Jack Guerriero on September 6, 1996

Respondent, Guerriero, did not execute a Submission Agreement as required by Rule 10314(b) [formerly
Section 25(b)) of the Code of Arbitration Procedure.

Pre-Hearing Conferences: October 23, 1996 (1 Sessions) .
November 20, 1996 (1 Session)
Hearing Dates/Sessions; November 21, 1996 (2 Sessions)

November 22, 1996 (2 Sessions)

Claimant alleged that in July, 1993, he was an unemployed, recent college graduate, who was an
unsophisticated investor with limited investment experience. Claimant alleged that his only securities
account was beld at A.S. Goldmen & Co. Inc., and that his financial advisor was Respondent, Jack
Guerriero ("Guerriero"”). Claimant further alleged that he transferred his account to Donald & Co. when
Guerriero left the employ of A.S. Goldmen and began working for Donald & Co. in early 1993.

Claimant alleged that in July, 1993, Guerriero fraudulently induced him to purchase 10,000 units of
Internatural Waters and Beverages Corp ("IBEV"} by puaranteeing a 25 % return on the investment within
a one or two week period. Claimant alleged that when he advised Guerriero that he was not in the
financial position to make such an investment Guerriero assured Claimant of the 25% return and
suggested that Claimant borrow the money 0 make the mvesunem
f

Claimant alleged that based on Guerriero $ adee and guarantee h& bnrrowed $62,500.00, and through |
Guerriero, purchase 10,000 units of IBEV, which were comprised of 20,000 shares of [BEV stock and
10,000 warrants, at $6.25 per unit. Claiiriant alleged that after the!purchase the [BEV units began a steep
and immediate decline. Claimant alleged thit Guerriero: subjequently left Donald & Co. and that
Respondent, Paul Favata became Claimant’s new financial advisor.

Claimant alleged that on August 6, 1993, he sold the 10,000 IBEV warrants for $0.7725 per warrant.
Claimant further alleged that in September 1993, he instructed Favata to sell his 20,000 shares of IBEV
at 3 1/8 for $62,500. Claimant alleged; however, that Favata' refused to execute Claimant’s order anc
admitted to Claimant that the sale of his shares would cause the pru:e of the stock to fall precipitously
and therefore, he would "not allow" the gale.

Claimant alleged that as of February 2l 1996 IBE.V is unhswd but the bid/ask is $0.04/80.09.

Donald & Co. Securities Inc., Harold Eugene Stice, Anthony Potecorvo, Raymond Levitzki, Stephen
West, Stephen Allan Blum and Paul Favata {collectively referred to-as "Respondents”), maintained that
no Respondent ever guaranteed Claimant a 25% return on his investmient, made any other represemtation
to Claimant or suggested that Claimant borrow mopey to purchase securities. Respondents maintained
that Claimant’s own reckless conductin borrowing money to purchase highly speculative securities cannot
be imputed on Respondents.
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Respondents alleged that the cover of the IBEV prospectus and the pages entitled "Risk Factors" made
clear to any prospective investor that an investment in such securities was highly speculative and thar an
investor should consider all the risk involved. Respondents maintained that Claimant did not read the
prospectus or choose to ignore the warning, and that in either case Respondents should no be held liable
for Claimant’s negligence.

Respondents further alleged that with the exception of Respondents, Guerriero and Favata, no ore else
had dealings with of any kind with the Claimant and, therefore, cannot be held liable.

On cross-claim Respondents alleged that it is the acts of Guerriero that are the subject of this complaigt
and therefore, requested an award over and against Guerriero if any of the Respondents are held liable
to Claimant.

Respondent, Guerriero, maintained that Claimant purchased speculative securities in prior dealings with
Guerriero and that Claimant kpnew the risks involved in the investment which are the subject of this
complaint. Guerriero maintained that he provided Claimant with a prospectus that informed the Claimant
of the risks associated with this investment. :

Guerriero maintained that Claimant stated that he had a long history of investments in speculative issues,
that he invested in other speculative issues with other brokers, that he was experienced and that he had
the where-with-all to withstand losses if they occurred. . b .

Guerriero maintained that he mfofmed Claunant of ail the nsks mvolvcd with the investment and
complied with all the duties owed to Claimant.. TS ,
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Claimant requested: FRRUIT

1. Actual damages of $7040500(1mt1al mvestment plus 25% return, less total retura on
the sale of IBEV wartants); - . .0 oo -

2. Lost opportunities; nine percent statutory interest on initial investment plus a 25% return,
lessthetota.lretumonthesale ofthe warrams compoundedannnally from July 1993 10
dateoftheawardf“a : e R

3 Pumtwedamagesmtheamuntofﬁmwooo

4. Return of commissions, fees and/or mark downs earned by Donald & Co. and/or
Guerriero and/oc Favata and paid by Pansml for the IBEV purchase;

5. Filing fees, dlsbursements e:qrenses attomeys feas and other costs to pursue this matter;

cuF

6. Income tax liability ncidental 1o the award; and,

7. Such other relief as the Panel deems Just,- proper and appropriate.
Donald & Co. Securities lnc., Harold Eugene Stice, Anthony Potecorvo, Raymond Levitzki, Stephen
West, Stephen Allan Blum and Pnul Favata requested:

1. All claims nlsened by Clmmant be dtsmlssed in lhe:r enurety
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2. Anorneys” fees, costs and sanctions against Claimant and his attorney, jointly and

severally; and,
3. An award over and against Guetriero in the event that any of the Respondents are found
liable to the Claimant.
Jack Guerriero requested:
1. All claims be dismissed in their entirety; and \

2. Attorneys’ fees and costs.

The parties bave agreed that the Award in this matter may be executed in counterpart copies or that a
handwritten, signed Award may be-entered. In either case, the parties have agreed to receive conformed
copies of the Award while the originals remain on file with the NASD.
AWARD |
After considering the pleadings, the testimony and me.evk-iem':é presented at the hearing, the undersigued
arbitrators have decided in full and ﬁnal resolunon of the issues submmed t'or determination as follows:
1. Respondents, Donald & Co lnc and Stepheu Blum are jomtly and severatly liable, and

shall pay to the Claimant, Frank Pansuu, the sum of $32,800.00, inclusive of interest to
the date of the award;

-

2. Respondents, Donald & Co., Inc., Paul Favata and Jack Guerriero, are jointly and -
severally liable, and shall pay to the Claimant, Frank Pansini, the sum of $3,125.00,
inclusive of i tntemt to dne date of the award; - . ==

3 All claims against Rapondmts Harold Stice, Anthony Potecorvo Raymond Levitzki,
and Stephen West are dismissed; and, :

4. All other claims are dlsmlssed in their entiréty. ' ..

Pursuamt to Rule 10332 [formerly, Sectlon 43(('.)] of the Code of Arbltratlon Procedure, the following
Forum Fec are assessed: j

pre-nm-gc:on'fwicem{' B ‘sfsoa‘m“

Hearing Session Fees; . , $400000
R TR :
Total Forum Fees:.: ; 54600 00

Respondent, Dogald & Co., Inc., is assessed the sum of $4,600.00 representing the total forum fees
assessed by the Panel. Rupondent Donald & Co Inc ls liable and shall pay to the NASD the sum
of $4,600.00. Y

Fees are payable to the National Association of Securities Dealers, Inc. .




James Dolan, Esq.
Public Chairperson

Vinita Juneja
Industry Arbitrator

Madelon M. Rosenfeld, Esq.
Public Arbitrator

Date of Decision:




I, James Dolan, Esq., do hereby affirm, pursuant to Article 7505 of the Civil Practice Law and Rules,
that this is my decision in the above captioned matter.
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James Dolan, Esq.

I, Vinita Juneja, do hereby affirm, pursuant to Article 7505 of the Civil Practice Law and Rules, that
this is my decision in the above captioned matter,

Vinita Juneja

I, Madelon M. Rosenfeld, Esq., do hereby affirm, pursuant to Article 7505 of the Civil Practice Law
and Rules, that this i3 my decision in the above captioned matter.

Madeclon M. Rosenfeld, Esq.




i Dolan, Esq.
ic Chairperson

Vinita Juneja
Industry Arbitrator

Madolon M. Rosenfeld, Bsq,
Public Arbitrator

Date of Decision: February 10, 1997
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I, Yamws Dulan, Eaq., do hereby affirm, pursuant to Article 7505 of the Civil Practice Law and Ruié¢s,
that this is my decision in the above captioned matter.
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w Dolan, Bsq,

[, Vinita Juneja, do hereby affirm, pursuant to Article 7505 of the Civil Practice Law and Rules, that
this is my decision in the above captioned mattor.

Vinita Jungja

1, Madelon M., Rosenfeld, Esq., do hereby affirm, pursuant to Acticle 7505 of the Civil Practice Law
and Rules, that this is my decision in the sbove captioned matter.

Maddlon M. Rosenfeld, Lsq.




|, James Dolam, Esq,, do hereby affirm, pursuant to Article 7508 of the Ctvil Praciice Law and Rules,
that this is my decision in the above captioned matter.

James Dolan, Esq.

1. Vinits Jungje, do hereby affirm, pursvant to Article 7505 of the Civil Practice Law and Ruics, tha
this is my decision in the above captioned matter.

Vinita Juneja

[, Madelon M. Rosenfeld, Esq,, do hereby affirm, purswant to Article 7505 of the Civil Practice Law
and Rules, that this it my decision in the above captioned maer.
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ARBITRATORS’ SIGNATURES

Jarnes Dulan, Eyy.
Public Chairperson

Vinita Juneja
[ndustry Arbitrator

Date of Decision:




