N.A.S.D. AWARD

NATICNAL ASSOCIATION OF SECURITIES DEALERS

In the Matter of the Arbitration Between
Name of Claimant(s)
David Friedman -
Casa No. 30-008e8

Neme of Respondent(s)

North American Investment Corporation
Paul Kardos

Heard hefore the arbitrator:
Marilyn B. Cane, Esg. | Public

Claimant, David Friedman ("Friedman”), was represented by Russell L. Forkey,
Esq. of Russell L. Forkey, P.A.

Respondent, North American Investment Corporation ("NAIC"), was represented
by Gary D. Lavigne, Esg. of Patrick M. Prue & Associates, P.C.

Respondent, Paul RKardeos ("Kardos"), represented himself.

This matter was initiated by a Statement of Claim filed with the National
Association of Securities Dealers, Inc. ("NASD")} on March 23, 1990. Claimant
alleged that Respondents made misrepresentations of and omitted to state
material facts; recommended arxd made unsuitable trades in penmy stocks and
low priced equity securities for Claimant's account; that Respondents' acts
conatituted fraud, hreach of fiduciary duty, negligence and negligent
supervision. '

Respondent, NAIC, filed a Statement of Answer with the NASD on May 22, 1990.
NAIC denied all allegations of wrongdoing and alleged that the claim fails to
state a cause of action; that Claimant is only camplaining because of a loss
in the four stocks remaining in his account; lack of causation; and, no
discretion granted to FKardos,




Respondent, NAIC, filed a crussclaim against Rardoe and alleged that pursuant
to the registered representative agreement between Kardos and MAIC, Kardes is
liable for any errors or amissions in his client accounts.

Respondent, Kardos, filed a Statement of Answer with the NASD on July 8,
1991. FRespondent denied all allegations of wrongdoing and alleged that
Claimant failed to offer any evidence; that Claimant invented the so—called
strict instructions in his letter dated December 12, 1988; no discretion
granted to Kardos; and, that great care was used in handling the account.

Claimant requested damages in the amount of $12,684.82, interest, punitive
damagas of $15,000.00 and ccsts.

Respondents requested dismissal and costs. NAIC further requested
indemnification from Kardos for any amount awarded and expenses.

Oon July 17, 1991, in Fort Lauderdale, Florida, during a hearing lasting two
(2) sessions, the undersigned arbitrator heard the controversy between the
parties as set forth in submissions to arbitration signed by Claimant on
Febxuaxy 28, 1990, on May 18, 1990 by Joy B. Erickson, Vice Presidemt, on
behalf of Respondent, MNAIC, a.nd by Respondent, Kardos, on July 2, 1991.

After considering the pleadings, the testimony, and the evidence presented at
the hearing, the arbitrator has decided in full and final resolution of the
issues sulmitted for detemination as follows:

1. PRespondents, NAIC and Kardos are founxd liable and shall pay to the
Claimant the total amount of $17,784.12 for campensatory damages as follows:

a. NAIC and Kardos are liable to the Claimant, jointly and severally,
for the amount of $9,486.45, plus interest at the legal rate of
12% per armm in the amount of $3,813.55, for a total  of
$13,300.00 due to Claimant from FRespondents, jointly and
severally. (NAIC is found liable pursuant teo the stipulation for
entry of award against MAIC in the amount of $13,300.00. See
Sea cther Issues.) '

b. Kardos is also liable to the Claimant, individually, for the
further amount of $3,198.37, plus interest at the legal rate of
124 per anmm in the amount of $1,285.75, for an additional
total of $4,484.12 due to Claimant from Kardeos. ‘

2. Claimant's request for punitive damages is denied.

3. Respondent, Kardos, is found not liable to NAIC on the crussclaim and,
therefore, all crossclaims against him are hereby dismissed.




l. Pursuant to Section 43(c) of the Code of Arbitration Procedure, the
Arbitrator has assessed forum fees in the amount of $600.00 (two sessions x
$300.00). Respondents, NAIC and Kardos, are hereby assessed $600.00, jointly
ard severally, $300.00 of which shall be paid directly to the Claimant, and
$300.00 of which shall be paid to the National Association of Securities
Dealers, Inc.

2. The parties shall each bear all other costs arnd expenses incurred by
them in connection with this proceeding including attormey's fees. .

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

1. Respondent, NAIC, did not appear for the hearing in this matter. On
July 16, 1991, counsel for NAIC telefaxed a letter dated July 15, 1991 and
executed by counsel for the Claimant and NAIC to the NASD. Said letter
stipulated to the entry of an award against NAIC in the awount of $13,300.00.
The arbitrator, having considered the pleadings and reviewed the attached
stipulation for entry of an award, hereby consemts to the stipulation and
incorporates said stipulation by reference into this Award.

2. On July 8, 1991, the NASD received Respondent FKardos' Answer to the
Claim. Said Answer was untimely in that it was filed more than one (1) year
aftar it was due and nine (9) days prior to the hearing. On July 12, 1991,
Claimant moved to strike the Answer as untimely and to bar presentation of
any matter, facts or defenses. After careful consideration, it was initially

. detemmined that Respondent Kardos' Answer would be allowed only upon

postponement of this proceeding in order to:
a. pemit Claimant to prepare to meet the untimely raised defenses;

b. avoid prejudice to the Claimant by requiring Respondent, Kardos,
topu:oducecbcmltsmichmmdpmimalybeencmpelledto
produce by Order dated January 16, 1991; and,

C. pemit Kardos to request and obtain documemts from the Claimant.

The postponement fee was assessed against Respondent, Kardos. After Kardos
statedtlnthemuldmpaytl'apoatpomtfee,hadmtashedforor
desired a postponement; and, was ready to proceed, the undersigned explained
the alternatives to Mr. Kardos as follows:

a. either there would be a postponement for which Respondent,
Kardos, would be assessed; or '

b. the matter would proceed on July 17, 1991, with Kardos' Answer
stricken due to the prejudice to Claimant.



Respordent, Kardos, electad to proceed on July 17, 1991 ard, after
hia objection into the record, departed the hearing. Pursuant to Section 29
of the Code, the hearing proceeded in his absence.

3. On July 8, 1991, Respondent, Kardos, also filed a Motion to Dismiss the
Crossclaim against him. That Motion was not considered due to Kardos'

departure. However, due to NAIC's failure to appear to prosecute its
crossclaim, the crossclaim was dismissed.
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Marilyn H. Cane, Esq.
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