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In the Matter of the Arbitraticn Between
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Name of Mt(sz

Legg Masan Wood Walker, Inc., d/b/a Lagg
Mason Howard Weil, Inec., f£/k/a Howard, Weil,
Labouisse, Freidrichs, Inc.;

Craig Lang

REPRESENTATTON

]
Por Claimant: Amnie Merrill Scarborough wes represented by Rogexr V.
Davidacn, Esq. of Davidson & Associates, P.C., Boulder, Colorado.

For Respondent: Legy Mason Wood Walker, Inc. d/b/a Legg Mason Howard Wedl,

. Tnc., f/k/a Boward, Weil, Labouisse, Freidrichs, Inc. and Craig Lang were
reprasented by Charles W. Lane, IIT, Exg. and Thoamms K. Potter, III, Esq. of
Jones, Walkex, Waechter, FPoitsvent, Carrere & Denegre, New COrleans,
Loulisiana,

Statement of Claim filed: August 14, 1990 1
Claimant's Submission Agreement signed on: August 10, 1930

Joint Statement of Answer filed by Respondents Eowaxrd, Wedl, ILaboulsse,

gigned an: November 29, JSSOhanhn:B.I.ﬂert, Jr.
wmtcnlglmsmmmﬂgmdm: Novenber 28, 1990

BEARTNG THECEMNTTON
= — —— ]

Pre-Hearing Conference: None Held

Hearing Datas/Sassions: October 24, 1991 for two (2) sessions
October 25, 1991 for three (3) sessicns
December 23, 1991 for cne (1) sessim

Esaring location: New Orleans, Loulsiana




Claimant Armnie Merrill Scarborough {("Scarborough®) alleged  that Resporkient
Craig lang ("lang®), while emloyed by or acting as an agent for Respondent
lLeggy Masm Wood Walker, Inc. d/b/a Legg Mason Boward Weil, Ime., £/k/a
Boward, Weil, Labouisse, Freidrichs, Inc., ("“Howard Weil"), engaged in the
following acts: :

1. The excessive trading of Scarborough's accamt unrelated to the
investment cbjectives and fipancial situation of the Client;

2. Tha short-term trading of mutual funxd shares for Scarborough's
account;

3. Fraudulently executed transactions which were unauthorized,

4, Recomnended or fraudulently made unauthorized transactions for
‘a account which were unsuitable given the investment
cbjectives axxi financial situation of Scarborough;

5. Fraudulently induced Scarborough to transfer certain sacurities
to her aon's Boward Well accomt as a pledge to <over his margin
debit; :

6. Made false and/or misleading representations to Scarborough
reqarding the risk involved in the transfer of the securities to
. her son's margin account;

7. Mislead Scarborough in an effort to divert her attention from
the way her account was handled whenever she had questions about
the transaction; and

8. Acted in a negligent mammer with respect to gathering and
dsseminating information to Scarborough and in dealing with her

accommt., 1

Based upon the above allegations, Scarixrough asserted claims for viclation
of tha NASD Ruleg of Fair Practice; violation of the civil and criminal laws
of tha State of louisiana; viclation of tha federal securities laws;

- irmﬂnlmandmgngmtmﬁmy and hranh of Eiduciary du\:y. P

1. Any and all transfers of Scarborough's securities to her sen's
accomt were mads at all times pursuant to her instructions and
written suthorizations;

2. Scarborcugh did not maintain an investment portfolio with
Howmxd Well, bhut from time to time would deliver atock cexrtificates
to lang, who, pursuant to her investment abjectives and
F. instructicns, would gsell these securities to repositiom

Scarborcugh's assets in moxe diversified, stable, income-producing
securities. In most ingtances, the stock certificates were




delivered ocut to Scarborough and at all times, she retained
posgessicn, control and custody of her stock certificates;

3. Contrary to ths claims of umauthori»ed short-term txading in
mutual funds, Scarborough never had any investments in any mutual
funis in her accomt, but from time to time invested in momey
market funds. Dividends produced from her momey market fimds were
reinvested in nm¢ shares in thage money market funds, shares were
80ld or amounts withdrawn to meet Scarborough's cash needs and
- Scarborough 80ld certain stocks and the proceeda re-invested in the
money market funds. These re-investments sppear on tha account
forms, but do not constitute short-term txading; and

4, Gntrary to the allegations of chuoning, umauthorized or
umsuitable transactions, Scarborough customarily retained perscoal
possession of her astock cartificates. By requesting, recedving and

her on certificates {(ratber than maintaining a
portfolio with the securities held in street name), Scarborough
ensured and maintained oomtrol cver her non-discreticoary accoumt.

Resporddents alleged the following affinmative defenses:

1. Any claims are barred by tha applicable statute of limitations
and by the doctrines of estoppel, waiver, laches, acquiscence
and/cr ratification;

2. The Statament of Claim fails to state claims upon which rellef
can be granted;

3. Scaxbarough failed to allege in sufficient detall bher
allegations of frand and/or misrepresentation;

4. Scarborough caused, orcmu-imnedto, or falled to mitigate
any and all losses or damages claimed by her;

5. wmmmmmwmmﬂ
lmatthnsubeofladaimcrtocbtainamumotmy
security licenses held by Lang; and

6. Searborough is not entitled to recover pumitive damages and . e 4
thess non-recoverasble damages are vagus and speculative. B

EELYRY SEESTED

Claimant Scarborough requasted entry of an amward against Respondents Howard
Well and Lang in the sum of $1,000,000.00, plus $1,000,000.00 in punitive
dsmaces pursusnt to Louisiana law, all arbitration fees, attormeys' fees and
expenges axl coats of the arbitration as provided for by Louisiana law. In
addition, Scarborough sought the permsment revocation of all securities
licenses hald by Raspondent Lang.

Respondents Howard Weil and lang requested that a decision be rendered
rejecting each and every claim asserted by Scarborough, at her cost.




The parties have agreed that tha Jmrd in this matter may be executed in
counterpart coples or that a handwritten, sicned Xwerd may be entered. In
eithar case, the parties bave agreed to receive conformed cocples of the Zward
while the ariginals remin on file with the NASD.

In the Joint Statement cof ZAnswer, Respondents stated that Legg Mason Wood
Walker, Inmc. was not doing kbusiness as Legg Mascn Boward Wedl, Inc., formerly
known as Howard, Weil, Labouisse, Freidrichs, Inc., but that legg Masm
Howard Weil, Inc. was a non-existent legal emtity and that Howard Wall was a
sepaxate and distinct entity from Lagg Mason Wood Walker, Inc. Respondents
adnitted that at all pertinent times, Lang was employed as a registered
representative of Howard Well, was acting within the scope of his employment
as registered representative, and Scarborough's account was through Boward
Weil.

Pursuant to tha stipulation of the paxties, the following claims and issues
were removed from the arbitratiom:

1. Scarporough withdrew all claims for excessive trading or
churning;

2. wﬂmmmmmmmoﬁ
mitual funds;

3. No trades in Scarborough's account were mada without first
discussing them with bher;

4. Scarborough withdrew all claims for censure, bar, license
revocation or violation of criminal statutes)

S. Searborough withdrew all claims for damages <o options or
covered calls;

6. Scarborough withdrew all claims for damages for pain and

7. Scarborough withirew all claims for lossas from any transaction
ococourring before July, 1983;

8. Secarbarough's claims for damages are limited to transactions
invelving the following securities: Cleveland Elactric/Centericr,
Colwmbda Gas, Masa, Offshore Logistics, Sun Energy Partners,
Countrywids Mortgages and all securities purchaged with the
proceeds famm the sales of any gecurities losned to her s, Danisl
m:ghsmt, imltﬂingmml:imlmtug:wpm

9. wwmmmmmmmyoflsssa
and

10. Daniel Scarborough gave 750 shares of Cleveland Electric back
to Claimant Scarborough.

B
Aftar considering the pleadings, the testimony and the evidence presentad at
the bearing and post hearing submissions, the undersigned arbitrators have
deaidadinﬂﬂlaniﬂnalmoluucnoftheismasatmittedﬁordetmdm
tion as follows: :




1. Respondents Howard, Weil, Labouisse, Freidrichs, Inc. and Craig
Lang are dointly and severally 1liable for and shall pay o
Claimant Armie Merrill Scarborough the sum of $9,662.00;

2, The parties shall bear their owm costs of arbitraticnm,
incluiing attorneys' fees, except for those specificaily emmerated
herein

Pursuant to Section 43(c) of tha Cods of Arbitration Procedure, the

following total Forum Fees are assesged: Six (6) sessions x £1,000.00 =
$6,000.00.

The National Association of Securities Demlers, Inc. shall retain the claim
filing fee of $250.00 and refund the hearing session deposit of $1,000.00
previously deposited by the Claiwant Amnie Merrill Scarborough. Respondents

Boward, Weil, Labouisse, Freidrichs, Inc. and Craig Lang are jointly and
severally liabhle for amdd shall pay to the NASD forum fees in the sum of
$6,000.00,

Feeg are payable to the Naticpal Association of Securities Dealers, Inc.
BY THE ARBTTRATICN PANEIL.

Dated:
Jom F. Galvin February 8, 1992
Jom F. Glvin, E
Rublic Arbitrator -
Chairperson
Daniel Bivens IIT m 8. 1992
Beniel E Blvena TIT
Public Arkbitrator '
ey v Sar g ey I,
as .
Ihduat::y Arbitracor '
Date Served:




