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NASD Dispute Resolution, Inc.

In the Matter of the Arbitration Between;

Name of the Claymant Case Nummber: 99-02732
Allen Sternberg

Hearing Site: Indianapolis, Indiana

Suzanne D. Scanlon, d/b/a Dansue Associates;
Jeffrey Gray; Peter Carrao; Shane Ferras;
Stephen Palumba; John Bosco; Joseph J. Tuozzo;
The Harriman Group, Inc., fk/a

HGI, Inc.; and Mark Arthur Hanna

Claimant Allen Sternberg (*Stemnberg”) was represented by Thomas N. Eckerle, Esq., of the firm of
Henderson, Daily, Withrow & DeVoe, located in Indianapolis, Indiana.

Respondents Bernice Levine Lerner (“Lerner”), Brian Scanion (“B. Scanlon™), Shane Ferras

(“Ferras”), John Bosco (“Bosco™), Joseph J. Tuozzo (“Tuozzo”), The Harriman Group a/k/a HGI,
Inc. (“HGI”) and Mark Arthur Hanna (“Hanna™) did not appear.

Respondents Jeffrey Gray (“Gray”) and Peter Carrao (“Carrao’) were represented by Robert J.
Bergson, Esq., of the firm of Margolis Bergson LLP, located in New York, New York.

Respondent Suzanne D. Scanlon, d/b/a Dansue Associates (“‘S. Scanlon”) was represented by

Anthony J. Constantini, Esq., of the firm of Duane, Morris & Heckscher LLP, located in New York,
New York.

Respondent Stephen Palumbo (“Palumbo”) appeared pro se.

CASE INFORMATION

Statement of Claim {iled: June 185, 1999.
Claimant signed the Uniform Submission Agreement: June 10, 1999,

Motion to Dismiss {or Lack of Jurisdiction filed by Respondent Suzanne D. Scanlon
on or about: May 12, 2000.




NASD Dispute Resolution, Inc.
Arbitration No. 99-02732
Award Page 2

Claimant’s Brief in Response to Motion to Dismiss for Lack of Jurisdiction filed on or about:
June 7, 2000.

Supplement to Claimant’s Brief in Response to Motion to Dismiss for Lack of Jurisdiction filed
on or about: June 28, 2000.

Statement of Answer filed by Respondents Gray and Carrao on or about: August 27, 1999,

Statement of Answer and Motion fo Dismiss filed by Respondent Palumbo on or about:
November 2, 2000

Respondent Palumbo signed the Uniform Submission Agreement: November 9, 2000.
Claimant’s Response to the Motion to Dismiss filed by Respondent Palumbo was filed on or
about: November 16, 2000.

Respondents Lemer, B. Scanlon, Ferras, Bosco, Tuozzo, HGI and Hanna did not file a Statement
of Answer.

Respondents Bernice Levine Lemer, Brian Scanlon, Suzanne D. Scanlon, d/b/a Dansue Associates,
Jeffrey Gray, Peter Carrao, Shane Ferras, John Bosco, Joseph J. Tuozzo, The Hamman Group,
Inc., k/a HGI, Inc. and Mark Axthur Hanna did not file a signed a Uniform Submission
Agreement.

LCASE SIMMARY

This claim was filed as a result of an arbitration award entered by a panel against HGI and a Scott
Follett on October 16, 1997 which awarded Claimant damages of approximately $363,000.00
plus interest and attorneys’ fees. Claimant asserted that from late 1995 through 1997, the
Respondents engaged in a scheme to loot HGI's assets by numerous direct and indirect transfers
by HGI to the remaining Respondents and their designees. Claimant atleged that these transfers
were made without fair consideration to HGI for no legitimate business purpose and rendered
HGI insolvent. These transfers were in violation of state law and made with the intent to defrand
Sternberg and other customers with claims against HGI. In addition, Claimant alleged that HGI
was aperated in such a manner that the corporate form was ignored by the Respondents and HGI
became a mere instrumentality of the individual Respondents, making them liable for all HGI’s
debts and obligations. Further allegations asserted that the individual Respondents were liable
under control person liability.

Respondent S. Scanlon moved to dismiss, claiming the Panel lacked jurisdiction over her.

Unless specifically admitted in their Answer, Respondents Gray and Carrao denied the
allegations made i the Statement of Claim and asserted the following defenses:

1. The Statement of Claim fails to state a cause of action.

2. Respondents Gray and Carrao did not receive any assets from HGI other than in
the form of earned compensation representing their salaries and commissions
eamed 1n the scope of their employment;
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3. Claimant never had any contact with Respondents Gray and Carrao, nor did Gray
and Carrao have any reason to communicate with Claimant;

4. Respondents Gray and Carrao did not supervise the broker responsible for
Claimant’s account, nor did they receive any commissions or compensation based
on the activity in Claimant’s account;

5. Respondents Gray and Carrac were not control persons of HGI;

6. Claimant has already recovered, or will recover, payments from third parties that
will satisfy all, or part of, the damages requested. To the extent Claimant recerves
these sums, the amount of damages must be reduced by a commensurate amount;

7. Claimant’s claims are barred by the doctrines of waiver, estoppel and laches; and

8. Claimant’s claims for relief are barred, in whole or in part, by the Statute of
Limitations.

Unless specifically admitted in his Answer, Respondent Palumbo denied the allegations made in
the Statement of Claim and asserted the following defenses:

1. He was not a party to the original suit, had no knowledge of the dispute and no
award was rendered against him;

2. He did not a control person and did not make financial decisions for HGI; and

3. Hedid not initiate or receive any fraudulent transfers, but was named solely
because he has a Series 24 license.

RELIEF REQUESTED
Claimant requested:
Compensatory Damages $363,300.00
Attorneys’ Fees Unspecified amount
Other Costs Unspecified amount
Other Monetary/Non-Monetary Relief if any: Void the transfers to the individual
Respondents.

Respondent 8. Scanlon requested that the claims against her be dismissed for lack of jurisdiction.
Respondents Gray and Carrao requested judgment dismissing the Statement of Claim in its
entirety and for an award reimbursing them for the costs and expenses associated with defending
the claim. Including reasonable attorneys” fees and expenses,

Respondent Palumbo requested that the claims be dismissed.

Upon review of the file and the representations made on behaif of the Claimant, the undersigned
arbitrators determined that Respondents Bernice Levine Lerner, Shane Ferras, John Bosco, The
Harriman Group, Inc., fk/a HGI, Inc. and Mark Arthur Hanna were properly served with the
Statement of Claim and received due notice of the hearing, and that arbitration of the matter
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would proceed without said Respondents present, in accordance with the NASD Code of
Arbifration Procedure (the "Code").

Respondents Bernice Levine Lemer, Brian Scanlon, Suzanne D. Scanlon, d/b/a Dansue Associates,
Jeffrey Gray, Peter Carrao, Shane Ferras, John Bosco, Joseph J. Tuozzo, The Harriman Group,
Inc., f/k/a HGI, Inc. and Mark Arthur Hanna did not file with NASD Dispute Resolution, Inc. a
properly executed submission to arbitration but are required to submit to arbitration pursuant to
the Code and are bound by the determination of the Panel on all issues subpntted.

On or about September 8, 1999, NASD Dispute Resolution received notice that Respondent
Joseph J. Tuozzo had filed for bankruptcy. Pursuant to the provisions of the U.S. Bankruptcy
Code, all proceedings against this Respondent were stayed and no further information or
correspondence was sent to him.

On July 3, 2000, the panel determined that Respondent Scanlon’s Motion to Dismiss was denied.
Prior to hearing, the panel determined that Respondent Palumbo’s Motion to Dismiss was
denied.

On February 28, 2001, Claimant advised in writing that settlement had been reached with
Respondents Brian Scanlon and Suzanne D, Scanlon, d/b/a Dansue Associates. Pursuant to this
settlement, the claims against these two respondents are dismissed with prejudice.

On April 22, 2002, counsel for Respondents Jeffrey Gray and Peter Carrao advised that Claimant
had released all claims against these respondents. Pursnant to the Stipulation executed by counsel

for the parties, the claims against Respondents Jeffrey Gray and Peter Carrao were dismissed
with prejudice.

The panel specifically finds that the salaries and expenses of Respondents Bernice Levine Lemer,
Stephen Palumbo, Shane Ferras, John Bosco, and Mark Arthur Hanna were fraudulent transfers
under the Indiana Uniform Fraudulent Transfer Act: LC. 32-2-7-1, et seq., as amended

AWARD

After considering the pleadings, the testimony and evidence presented at the hearing, the Panel
has decided in full and final resolution of the issues submitted for determination as follows:

1. Respondents Bernice Levine Lemer, Stephen Palumbo, Shane Ferras, John Bosco,
The Harriman Group, Inc., fk/a HGI, Inc. and Mark Arthur Hanna are jointly and
severally liable for and shall pay to the Claimant Allen Sternberg the sum of
$179,276.00 as compensatory damages;

2. In addition, Respondents Bernice Levine Lerner, Shane Ferras, John Bosco, The
Harriman Group, Inc., #k/a HGI, Inc. and Mark Arthur Hanna are jointly and
severally liable for and shall pay to the Claimant Allen Sternberg the sum of
$29,051.00 in costs;

3. The claims against Respondents Brian Scanlon, Suzanne D. Scanion, d/b/a Dansue
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Assaciates, Jeffrey Gray and Peter Carrao are dismissed with prejudice;

4. The parties shall bear their remaining costs of arbitration, including any attorneys’
fees, except for those sums specifically enwmerated in this decision; and,

5. Any and all relief not specifically addressed herein is denied.

EEES

Pursuant to the Code, the following fees are assessed;

Filing Fees
NASD Dispute Resolution, Inc. will retain or collect the non-refundable filing fees for each
claim:

Initial claim filing fee =3 300.00

Member Fees

Member fees are assessed to each member firm that is a party in these proceedings or to the
member firms that employed the associated persons at the time of the events giving rise to the
dispute. Accordingly, The Harriman Group, Inc., fk/a HGI, Inc. is a party.

Member surcharge =% 1,500.00

Pre-hearing process fee =$ 600.00

Hearing process fee =§2,500.00
- Adjonrmment Fees

Adjournments granted during these proceedings for which fees were assessed: Norne.

Forum Fees and Assessments

The Panel has assessed forum fees for each session conducted. A session is any meeting between
the parties and the arbitrator(s), including a pre-hearing conference with the arbitrator(s), that
lasts four (4) hours or less. Fees associated with these proceedings are:

Twao (2) Pre-hearing sessions with Panel @ $1,125.00 =$2,250.00
Pre-hearing conferences: April 12, 2000 1 session

February 1, 2002 1 session
Two (2) Hearing sesstons @ $1,125.00 =§ 2,250.00
Hearing Date: April 30, 2002 2 sessions
Total Forum Fees =$ 4,500.00

The Panel has assessed $4,500.00 of the forum fees jointly and severally to Respondents Bernice
Levine Lerner, Shane Ferras, John Bosco, The Harriman Group, Inc., #k/a HGI, Inc. and Mark
Arthur Hanna.

FEE SUMMARY

Claimant Allen Stemberg is solely liable for:
Initial Filing Fee =$ 300.00
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Less payments A =%1,42500
Balance Refunded by NASD Dispute Resalution, Inc. =51,125.00
Respondent The Harrirnan Graup, Inc., #ik/a HG, Inc. is solely liable for:
Member Foes = § 4,600.00
ts =% 000
Balance Due NASD Dispute Resalution, Iic. = § 4,600.00

Respondents Bernice Levine Lemmer, Shane Ferras, Johm Bosco, The Harvimnan Group, Inc., £k/a
HGI, Inc. and Mark Axthur Hanna are jointly and severally lizble for:

Forum Fees =5 4,500.00
SAments =% G.00
Balaoce Due NASD Digpuie Resolution, Inc. = § 4,500.00

All balances are payable to NASD Dispuie Resolution, Inc. and are due upon receipt pursusat to
Rule 1033(0(g) of the Cods.

Stephen C. Cline, Esq, — Public Axbitrator, Presiding Chaizperson
Danial P. Urban -~ Puhlic Arbitrator
Stnart 8. Billington - Non-Public Arbitrator

. C - ! ] » l " S-
_\52./\ 6!29[‘:’?—-
Steph . Cline, Esq. Signature Date

Public Arbitrator, Presiding Chairperson,

Daniel P. Urban Signature Date
Public Arbitrator

Stuart 5. Billingten - Signature Daie
Non-Publie Arbitrator

Date of Service (For NASD Dispute Resolution office use only)
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Leoss payments =31.425.00
Balance Refonded yy NASD Dispute Resolution, Ine., =§ 1,1Z5.00
Raspondant The Harriman Gronp, Inc., £i/a HGY, Inc. is solely lisble for;
Member Fees - $ 4,600.00
Lass payapents =§ 040
Balance Due NASD Dispute Resolution, Inc, = § 4,600.60

Respondients Bernice Levine Lerner, Shane Femes, Johm Bosco, The Hariman Group, Inc., £1/a
HGL Ine. and Mark Arthur Hanna are jointly and severally Liable for-

Forum Fasg =5 450000
Lass Payments =% 000
Balance Due NASD Dispute Resolution, Inc. = § 4,500.00

All balences are payable to NASD Dispute Resolution, Inc. and are dus wpon receipt pursuant 1o
Rule 10330(g) of the Code.

SARBELRATION PANEL

Stephen C, Cline, Esg. — Public Arbitrator, Presiding Chairperson
Daniel P, Utbon - Poblic Arhitator
Stusrt 8. Billington - Nem-Public Asfitrater

Concorrne Arbitrators’ Sipnatures
Stephen C, Cline, Eag. Signature Dete
ic Arbitrator, Presiding Chairpcrson
Py om0 202
Dariei P. Urban ignature Date
Public Arbitrater
Stuart 8. Billington Signature Date
Non-Public Arhimator

7/2//0’2/ b o

Date of Service (For NASD Dispute Resolution office use only)
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less nayments =5$1.425.00

Balance Refunded by WASD Dispute Resolution, Inc. =%1,125.00
Respondent The Haniman Group, Inc., Vk/a HGI, Inc. is solely liable for:

Member Fees =3 4,0600.00

Lass paymenis =% 0.0

Balance Due NASD Dispute Resolution, inc. =9%4,600.00

Respondents Bernice Levine Lemer, Shane Ferras, John Bosco, The Harriman Group, Ine, Fk/a
HGI, Inc. and Mark Arthur Hanna ave jointly and severally liable fox:

Forym Fees =8 4,500.00
Less Paymenis =9 {100
Balance Due NASD Dhspute Resolution, Inc. =3 4,500.00

All balances are payalile to NASD Dispute Resolution, Tnc. and are due upon receipt pursuant to
Rule 10330(g) of the Code.

ABRBITBATJON PANF],
Stephen C. Cline, Esg. — Public Arhitrator, Presiding Chaitperson
Daniel P. Urban - Public Arbitrator
Stuart S. Billington - Non-Public Arbitrator

Stephen C. Cline, Esq. Signature Date
Pubhic Arbitrator, Presiding Chaiperson

Danicl P. Urban Signature Date

Gars SUNME 2S5, ooy~
Stuart S. Biltinjtton Signamre Date
Non-Publie Arbitrator
'7% Ay 2 ff e
Date of Service (For NASD Dispute Resolition office use oaly)
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