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StMPVRT OF ISSUES

This case was filed on Nbvenfcer 6, 1989. Claimants alleged negligence,
tortious breach of fiduciary duty, tortious breach of the obligation of good
faith and fair dealing, breach of contract, and violation of the Securities
Act of 1933 and the Securities and Exchange of 19344, in connection with
their investments in National Federal Securities Trust, Liberty Allstar Fund,
American First Participating Mortgage Fund, Hutton Investment Series
Government Series, Silver Scresn Partners III, Mandik Real Estate Limited
Partnership, which Claimants alleged were unsuitable investments.
Respondents denied the allegations made by Claimants. They alleged that the
investments were suitable, that all investments were discussed with the
Claimants and they understood them and the risks involved. Respondents
further alleged that (1) Claimant's losses, if any, were suffered as a direct
and proximate result of the actions of Claimants and/or third parties after
Claimants no longer maintained accounts with Respondents, (2) Claimant's
losses, if any, were incurred as a direct and proximate result of
fluctuations in the marketplace and as a result of general economic
conditions, and not as a result of any wrongdoing by the Respondents, (3)
Claimants ratified and approved all transactions with full knowledge of the
potential risks, and their claims are therefore barred, and (4) Claimants'
claims are barred by the statuss of limitations applicable to claims asserted
in the statement of claim.
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AND

Claimants requested: (1) $18,431.68 in damages for brokerage conmissions
and administrative costs paid, unnecessary taxes paid, and lost investment
profits, together with pre judgment interest on such amounts fron the dates
the losses wars incurrŝ . •»+: the rate of 10% per annum: (2) punitive damages
of $12,000.00; (3) attorneys' fees and costs of Arbitration; and (4) for such
other and further relief ?.s the Arbitration Panel may dean just under the
circumstances.

AND F* REHBHDfiD

On July 20, 1990 ir. Seattle Washington, the undersigned arbitrators
heard the controversy, in two sessions, between the parties as set forth in*
submissions to arbitration signed by the Claimants on October 4, 1989 by
Respondent Shearson Lehman Hutton, Inc. on January 11, 1990, and by
Respondent Ernest Dewey or. cscanber 27, 1989.

The arbitrator, having considered the pleadings, the testimony, and the
evidence presented at the hearing, has determined in full and final
resolution of the issues submitted for determination as follows:

1. Claimants were ̂ .sophisticated investors who relied on respondent
Dewey and E.F. Hutton to select investments suitable for their
needs, and Huttcr. and Dewey had a fiduciary duty to Claimants with
respect to selection of investments for their account. The
arbitrator finds that claimants requested respondents Dewey and
E.F. Hutton to select investments in the t*ro accounts at issue that
would preserve the principal funds invested for specific purposes,
whicn were (1) -co provide approximately $17,000.00 in living
expense funds on January 1, 1989; and (2) to provide funds for the
purchase of a retirement hone on or about November, 1988.
Consequently, respondents' selection of long-term, income -oriented
mutual funds with substantial volatility and exit commission
charges, and long-term, income-oriented limited partnerships vras
unsuitable.

With respect to the $17,010.24 invested in National Federal
Securities Trust on September 3, 1986, the arbitrator finds that
claimants specifically instructed respondents Dewey and Hutton that
they wanted these funds to be invested in a Certificate of Deposit
("CD") or other fî sd term investment to mature on January 1, 1989
and that respc;jcisnts Dewey and Hutton failed to carry out
claimants' instructions. Therefore, claimants are avwrded
$4,976.60, which the arbitrator finds to be claimants' out of
pocket loss, consequential damages, and interest to August 15,
1990.
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With respect to ths investment of $63,000 on or about October 23,
1986 in the Liberty Ail-5tar, American First Mortgage and Button
Investment Governrent Series Funds and in the Silver Screen and
Mendik Limited Partnerships, the arbitrator finds that these
investments were unsuitable but that claimants gave no specific
instruction to in̂ es'i -.hsse funds in a CD type investment.
Therefore, claimants are awarded their out-of-pocket loss,
including ccranissicns paid, but offset by dividends and profits
earned, in the arcou-- of $90.10. Claimants are also awarded
statutory interest at: t/a rate of ten percent form November 1,
1988, which the arbiT̂ râ cr finds to be, according to the evidence,
a reasonable data '?; -~mch claimants would have expected to
liquidate their invss'zrsr.ts if they had been invested to meet
their objectives, to August 15, 1990, in the amount of $16.12. "* «

In summary, Respondsrrcs are liable and shall pay to Claimants the
sum of Five Thousand 2ighty-Two Dollars and Eighty-Two cents
($5,082.82).

2. The arbitrator finds that it is unnecessary to determine whether
New York or Montana law applies to the punitive damage issue, or
whether the arbitrator is empowered by the Montana Code Annot.
Section 27-1-221 to award punitive damages. The arbitrator finds
that the evidence oil not" establish that respondents acted with
actual malice or actual fraud, as defined by H.C.A. Section 27-1-
22. Therefore, no punitive damages will be awarded.

3. The parties shall each bear their respective costs including
attorneys' f€

In accordance with Section 43 of the National Association of
Securities Dealers, Ire, (NftSD) Code of Arbitration Procedure, the
NASD shall retain the $400.00 filing fee previously deposited by
the claimant as an assessment of forum fees by the arbitrator.
Further, pursuant to saction 43, Respondent Shearson Lehman, is
liable for forum fees in the amount of $400.00, to be paid directly
to the National Association of Securities Dealers, Inc.
Respondents are jointly and severally liable for reimbursing
claimants said $400.00 filing fee.

Arbitrator Signature

Davis Huetaner


