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case

Claimant Annie Merrill Scarborough ("Scarborough") alleged. that Respondent
Craig Lang ("lang") , wbile employed by or acting as an agent for Respcodent
Legg Masco Wbod Walker, Inc. d/b/a Legg Mason Howard Weil, Inc., f/k/a
Howard, Weil, Labouisse, Freidrichs, Inc. ("Howard Weil"), engaged in tbe
following acts:

1. The excessive trading of Scarborough's account imrelaferl to tbe
investment objectives «™* financial situation of fo** Client;

2. Tne short-term trading of mitual fund shares for Scarborough's
account?

3* Fraudulently executed *nr?T'ga<7*"* rrin which were unauthorized;

4* Ptti'n'nin̂ iflfti* or ft̂ MiAii cnt-iy node imjMit-K'vH «y| tTnnflar1*"* r"1*1 for
Scarborough's account which were unsuitable given the investment
objectives and financial situation of Scarborough;

5. Fraudulently H*v*v*arf Scarborough to *"TTVTff|fr' ̂y****" securities
to her son's Howard Weil account as a pledge to cover *<«* mrgin
debit;

6. Ifade f«T«^ and/or misleading representations to Scarborough
regarding the risk involved in the transfer of the securities to
her son's margin account;

7. Mlnlnnrl Scarborough in an effort to divert ***** attention
tbe way her account was iwivn*^ whenever gito +*** question
toe cTAB̂ ff̂ ŷ ^̂ p* and

8* Acted in a negligent manner with respect to gathering and
disseminating information to Scarborough and in rimllng with her
account.

Based vpon tbe above allegations, Scarborough asserted claims for violation
of the NASD Piling of Fair Practice; violation of *•*** civil and criminal lows
of the State of r+n***~**j violation of the federal securities laws;

and negligent sdszqiDemntaticay and breach of fiduciary du^f. ^,

Respcndeots Ti*nmi'rl Weil and TJMVJ <^«4<rf the ma^rin1 »n^jit1fy" of the
Statement of fn»-hit_ alleging that:

1* Any and all transfers of Scarborough's securities to her son's
account were made at all times pursuant to her instructions and
written

2* Scarborough H-M not •*«i*Ti+-a'*n an invesbnent portfolio with
Howard Weil, hut from time to time would deliver stock certificates
to Lang, who, pursuant to her investment objectives and
instructions, would sell these securities to reposition
Scarborough's assets in more diversified, stable, income-producing
securities . In most îrf*""*^ the stock certificates were



delivered out to Scarborougii and at all times, she retained
possession, control and custody of her stocfc certificates;

3. Contrary to *•**» rOa-iinq of itnanHvYH Tf^i short-tenn trading in
TTiitivil funds, Scarborough never bad any investments in any immal
funds in her account, but from time to time invested in money
market funds. Dividends produced from her money market funds were
reinvested in new shares in these money market funds, shares were
sold or amounts withdraw to met Scaxborcugh1 s cash ncoda and
Scarborough sold certain stocks and the proceeds re-invested in the
money market funds. These re-investments appear on the account
forms, but do not constitute abort-tern trading; and

4» Contrary to ***"> îl̂ ga*^""*8 o£ churning, i TTUM it-Wrr-i g**j oar
unsuitable tranqaf^ maf ft

>flit**TT]"gh customarily retained personal
possession of her stock certificates* By requesting, receiving and
< Minimi Hn*j hftr owi fwrfr^ +4 <••?»{• fq {rather frhan T»HTifra>-gTi-iTvj a
portfolio with the securities held in street name), Scaxborough
ensured and ™Htit-aHTioH control over h**** TVTM-HH gfrra^H rg»-ry account*

Respondents alleged the following affirmative def c

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

2. ttie Statement of Daim falls to state claims upon which relief
can be granted;

3* P^TTtn^^vjh failw* to allege in sufficient Apfrpfi her

4. Scarborough caused, or contributed to, or failed to mitigate
any and all losses or damages ^i^™* ty her;

5. Scarborough ladles standing to assert claims *™*~r the criminal
laws of the State of r^m^m^mmm ox to obtain a revocation, of any
security Urmwi held by Lang; and

6. Scarborough is not entitled to recover punitive damages and
these non-recowetrable damages are vague and speculative,

sssxao

Claimant Scarborough requested entzcy of an award against ffpinprmlpntn Howard
Weil and Lang in the sum of $1,000,000.00, plus $1,000,000.00 in punitive
damages pursuant to Louisiana law, all arbitration fees, attorneys' fees and

and costs of the arbitration as provided for by Louisiana law* In
adrHHm, Scaxtercugh sought the permanent revocation of all securities
licenses held by Respondent Lang.

Respondents Howard Weil and Lang requested that a A^Ha-im be rendered
rejecting each and every claim asserted by Scarborough, at her cost,"



OfflHE TRHBgS OKSUHBBD fc

The parties have agreed that the Award in this natter nay be executed in
counterpart copies or that a handwritten, signed Jteaxd may be entered. In
either case, the parties have agreed bo receive conformed copies of ***** Jtaazd
while the originals remain era file with *"nn

In the Joint Statement of Answer, Respondents stated that Legg Mason Weed
Walter, Inc. was not doing business as Legg Mason Howard Weil, Inc., formerly
known as Howard, Weil, Labmrisse, Freidricns, Inc., but that Legg Mason
Howard Weil, Inc. was a non-existent legal entity and that Howard Weil was a
separate and distinct entity from Legg Mason Wood Walker, inc. Respondents
admitted that at all pertinent times, Lang was employed as a registered
representative of Howard Weil, was acting within the scope of his employment
as registered representative, and Scarborough's account was through Howard
Weil.

Pursuant to the stipulation of the parties, *•>*» following fia-i-ma and
were removed from the arbitration:

1* gff»v]'K ff ' « vjfr withdrew an niaHmn for- excessive

2. Scarborough withdrew all claims for short-tern trading of

3. No trades in Scarborough's account were node without first
them with her;

4. fiff»r|'fijnjHjh withdrew an i-oa-ima fear censure, bar, license
revocation or violation of criminal statutes}
5* Scarborough, withdrew *j_l ^i^ma for H •nimjpf | en ^ptloni1 or
oovciied calls;
6* fii'miifl ^i *?rfl\ withdrew »n n^a^lilcl fqr damages fox pain and
suffering, «mriM/*giai injury, TIMM*-»I jwvpiHaVi oor other non-eoonomic
alleged injury;
7. Scazborough withdrew all claims for looooo from any transaction
occulting before July, 1983;
8* Scarborough's *-|T«<i™i for ^•"••j»" are l<fBrf^^l to transactions
involving toe following securitiess Cleveland ELectric/Genterior,
ODhmhia Gas, Mesa, Offshore Logistics, Sun Boergy Partners,
OountxywUe Mortgages and all securities purchased with, the
proceeds form the sales of any securities loaned to her son, Daniel
Scarborough's account, "twi^mj *+***** National Intexgroup and
Texaco;
9* Cleveland Electric merged into Centerior Boexgy in Hay of 1985;
and
10. Daniel Scarborough gave 750 shares of Cleveland Electric back
bo claimant Scarborough.

After considering HT«* pleadings, t->M> testimony qrv* **î > evidence rr*ParH"*>ri at
and post hearing fliitini< pp̂  maI t-Ha undersigned arbitrators have

decidPd in full and final resolution of the 1ggnM submitted for determina-
tion as follows:



1. Reepcodents Howard, Weil, Labouisse, Freidrichs, Inc. and Craig
Lang are jointly and severally liable for and rthnll pay to
Claimant Annie Merrill Scarborough the sun of $9,662*00?

2. The parties shall bear their OMGL costs of arbitration,
JwOwflTyy attorneys1 fees, except for those specifically enumerated
herein.

POBDM F̂ S

Pursuant to Section 43 (c) of the Code of Arbitration Procedure, the
following total Forum Fees are assessed: Six (6) sffflfltons x $1,000.00 =
$6,000.00.

The National .Association of Securities Dealers, Inc. shall retain the claim
filing fee of $250.00 and refund the >"»̂ "g session deposit of $1,000.00
previously < *̂"p"tfl'* frfd by the Claimant Annie Merrill S/ T̂*vrr**g*1 - Respondents
Howard, Weil, Labouisse, Freidrichs, Inc. and Craig Lang are jointly and
severally liable for and shall pay to the NASD forum fees in the sum of
$6,000.00.

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

BT TBB ABBTOaJIXH PAMHi

Dated:

PubUc Arbitrator
Qiairperson

Daniel HaaBPBBL

Public

Industry Arbitrator

Date Served:


