Jaw
Arbitration I
‘ m@ Nationat Association of
N.A.5.D. RWARD Securities Dealers, inc.
NASD Financial Center
NATIONAL ASSOCTATION OF SECURITIES DEALERS, INC. 33 Whitehall Street

New York, N.Y. 10004
FAX {212) 858-4388

In the Matter of the Arbltration Between
Name of Claimant
Wallace C. Hangex
AWNARD
90-02404
Nane of ta
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'REPRESENTATTON
For Claimant: Edward L. Blantonn of the law firm of Blanton & McCleary.
For Respondents Shearson Lebman Hutton, Inc. and Brian Martzolf: Michael
Solinsky, Esc. and Mahlon M. Frankhause:r,Esq of the law f£irm of Lord Day &
Lord, Barrett Smith.

For Regspondent American Mimicipal Securities, Ine,: Clifford BEumt, Esg. of
the law firm of Riden, Earle & Klefner, F.A.

CASE THEORMATION
Statanent of Clalm filed: August 29, 1990.
Motion to Preclude Answers filed on: May 15, 1931,
ClaJ;.nant's Submission Agreeament sigmed on:  August 21, 15990.

Statement of Answer and Affirmative Defenses of Respondent American Municipal
Securities, Inc. filed on: May 13, 1991.

Amended Statement of Answer and Affirmative Defenses of Respondent American
Mmicipal Securities, Inc. filed on: July 29, 1991,

Respondent Shearson Lelman Huttcn, Inc.'s Submission Agreement signed on:
Augqust 19, 1991,

Respondent Brian Martzolf's Submissiocn Agreement signed on: August 7, 1991.
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Respondents Shearscon Lelman Button, Inc. and Brian Martzolf's joint Statament
of Answer filed om: May 22, 1991.

Pre-Hearing Conference: October 25, 1991, 1 Sesgicm.
Hearing Dates/Sesaicns: November 5, 1991, 2 Sessicns.
Novenber 6, 1991, 2 Sessicns.
Hearing Locaticn: Baltimore, Maryland.
CRCE SORGEY

Claimant alleged that Respondents made misrepresentaticns to him and failled
to disclose pertinent information to him concerning his investments in
certain bonds and stocks; failed to advise him of the risks inherent in his
invegtments; failed to notify him he was trading on margin; failed to
conduct adequate regearch on the investments recommended to Claimant;
borrowed momey against his investments without his knowledge; failed to
adequately respand to Claimant's distress at suffering huge losses and took
advantage of the Claimant; breached the fiduciary duty owed the Claimant and
negligently handled Claimant's accoumt. Claimant further alleged the
Regpondents Shearsom Lelman Hutton, Inc. and American Municipal Securities,
Inc. failed to properly supervise their employees. Claimant filed a Motiom
te Preclude Answers of Respondents Shearson Iehman Huttom, Inc. and Brian
Martzolf for thelr failure to timely respond to tha Statement of Claim.

Respendent American Mmicipal Securities Inc. maintained it did not make amy
misrepresentations to the Claimant andd given Claimant's securities experience
the Claimant could not reasomably believe any investment was essentially
risk-free. Respondent Mmerican Mimicipal Securities, Inc. further maintained
it did not breach the fiduciary duty owed the Claimant; the Claiment's claims
are barred by the Statute of Limitations; the Claiment's losses were not
procimately caused by any umlawful conduct of American Mimicipal Securities,
Inc.; Claiment knew of, understood and assimmed the risk in engaging in the
type of transactions he engaged in; all risks were disclosed to the
Claimant; Claimant approved, authorized or ratified the tramsactions he is
camplaining of; Claimant fajled to mitigate higs dsmages; failed to exercise
ordinary care and any injury suffered by Claimant was caused by the
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Claimant's actions or persons or entities other than American Mmicipal
Securities, Inc.

Respondents Shearson Lelxmenm Hutton and Brian Martzolf maintained the Claimant
was acutely aware of the risks and rewards attendant to his investments and
the mere fact that a particular investment did not return a profit does oot
render that investment unauitable or give rise to a cause of action for
damages. Respondents Shearson Lehman Huttom and Brian Martzolf further
maintained that ewven when the Claimant was out of the country Respondent
Brian Martzolf would cammmicate regularly with him. Respondents Shearson
Lebman Hutton, Inc. and Brian Martzolf further maintained Claimant's losses
were due to legitimate and wunforeseeable market fluctuations for which
neither a breckerage firm nor its employees should be held liable.

LI TR

Claimant requested damages against Respondent American Mumicipal Securities,
Inc. and Brian Martzolf for the time he was employed at American Mumicipal
Securities, Inc. in the sum of $25,363.00 plus interest at the rate of 10%
per amum and costs of the acticn.

Claimant requested damages against Respondemt Shearsom Iehman Hutton, Inc.
and Brian Martzolf for the time he was amployed at Shearson Lehman Hutton,
Inc. in the sum of $43,243.00 plus interest at the rate of 10% per anmum plus
cosks of the acticon.

Respondent American Municipal Securities, Inc. reguested dismissali of all
claims plus costs and other and further relief that the panel deems proper.

Respondents Shearson Lebmem Hutton and Brian Martzolf requested dismissal of
all claims and that they be awarded their costs including attorneys' fees.

After considering the pleadings, the testimony and the evidence presemted at
the hearing the undersigned arbitrators have decided in full and final
resolution of the issuves submitted for determination as follows:

1. 211 claims by the Claimant be and hereby are dismissed in all resgpects.

2. The Respondents' Motion to Dismiss based on the Statute of Limitations
ig denied.

3. The Claimant's Motion to Preclude the Answers is denied.

4. Each party shall bear their own costs, including attorneys' fees.
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FORIM FEES

e —
Pursuant to Section 43¢ of the Code of Arbitration Procedure, the following
Forum Fees are assessed.

5 sessions X $500.00 = $2,500.00 mimus hearing session deposit of
$500.00 = net $2,000.00.

The Claimant Wallace C. Hanger be and hereby is liable and shall pay to the
NASD the sum of £125.00 to represent forum fees and the Respondent American
Mimicipal Securities, Inc. be and hereby is lisble and shall pay to the NASD
the sum of $625.00 to represent forum fees and the Respondent Shearscon Lelmnan
Hutton, Inc. be and hereby is liable and shall pay to the NASD the sum of
$625.00 to represent forum fees and the Respandent Brian Martzolf be and
herely is liable and shall pay to the NASD the sum of $625.00 to represent
forum fees. S

Pees are payable to the Natiomal Assoclation of Securities Dealers, Inc.

ARBITRATOR SIGNUATURE
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William H. Malloy, J.B‘.‘ {Eéq
Public Arbitrator

Indus Arbitrator

Public Arbitrator

Date of Decision: January 23, 1992




