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— MSD N.X.S.D. ARARD National Association of

° Securities Dsalers, Inc.
. NATTICNAL ASSOCTATION OF SECURITIES DEALERS NASD Financial Center
* i - 33 Whitehali Street

In the Matter of the Arbitration Between New York, N.Y. 10004

FAX (212) 858-4389
Name of Claimant !s[ -

Fay Jean MaMally

90-02895

Name of'%t!s!

North American Investment Corp.

Barbara 1.. Moran

Newibridge Securities, Inc. .
Gena Morgan

Gene Morgan Financial

Anoher Naticnmal Financial Services, Inc.

FEPRESENTATION
For Claimant: Dapa A. Donchue, Esq. of Hertz, Schram & Saretsky, P.C.
. For Respondent: Barbara L. Moran: Barbara L. Meran, Pro Se.
CASE THFCRMNTICN

Statement of Claimed filed: OQctober 6, 1990.
Claimant's Sukmissicn Agreement signed on: October 15, 1390.
Statement of Answer filed by Respondent, Barbara L. Moran, om: July 31, 19¢91l.

Raspmdmt,mL.m,didmthtanmtedw
Agreament.

M
Hearing Date/Sessions: Aungust 4, 1992 - Two sessions
Hearing Location: ARA - Southfield, Michigan.

Claimant alleged that Respondent, Barbaxa L. Moran ("Moran*), assumsd
responsibility for bher accomt. Claimant alleged that she told Moran that
ber principal investment cbjectives were safety of principal and long-team
capital gainm. Claimant alleged that Moran invested in unsuitable
investments without her authority and without disclosing the risks.
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Respendent, Moran, maintained that she had no intentiom of soliciting
Claimant.'s business. Moran maintained that she did pot pranise the Claimant
that she would make more money investing the proceeds through her. Moran
maintained that Claimant approved each purchase made by moran. Moran
maintained that Claimant had total discreticpary control over her accoumt.
Moran maintained that the proper prospectuses were sent to the Claimant.

EELTE el

Claimant requested the amcumt of 3$20,587.71, costs and attcemeys fees .
This amoumt was increased by the Claimemt to $50,919.65 at the hearing.

IO FINDING OF FACT

1. Fran 1980 through 1987, Claimant, Jean McNally ("™McNally") invested
her limited fimds conservatively. Samstime in late 1987, Moran, a long time
friend of McNally's who had moved to (learwater, Floxrida visited McNally at
her hane in Rochester, Michigan.

2. Moran, then a registered representative with North American
Investment Corp. ("MAIC"), discussed McNally's investments. McNally
explained that her funds were invested in souxi stocks. MoNally advised
Moran that, dus to her financial situation and physical comditicn, her
investment cbjectives and needs were safety of principal and incoms.

3. Moran promised McNally that she could make her more money and
increase her income if MoNally would invest the proceeds through Moran and
MAIC.

4. Purther, Lhranrq::-esmtedtomllythattheinmmmahe
would make with the proceeds would be consistent with Mefally's investment
abjectives and needs, safety of principal and incoms. MdNally's investmemt
goals and risks limitations are evidenced by her NAIC New Account Form which
was admitted into evidence at arbitratiom.

5. Having known McNally for many years, Moran was fully aware at the
time of this discussion that McNally (1) is a victim of multiple sclerosis,
degenarative disease, (2) is unable to work, and (3) is dspendant upon her

investments for inocone and 11@ expenses.

§. In reliance upon Moran, who was acting within the scope of bher
aployment andagency, McNally liquidated her stocks, cpenad an account with
Moran to reinvest proceads from the sale of her stocks.

7. In the face of her knowledge of McMally's financial needs and
detericrating physiical condition, Moran invested McNally's funds in a
variety of investments without cbtaining Memally's autharity or
disclosing associated with the investmsnts to McNally.
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8. McWally allowed Mcran to reinvest the proceeds stemning fram the
sale of her stocks in reliance upcn the misyspresentaticns, oamissicns and
lulling conduct of Moran, whila acting within the scope of hex anployment
and/or agency.

3. bhranmgagedinsalf-daliugmﬂmsandmisedw
influence to benefit herself and NAIC at McNally's expense.

10. A8 a result of Moran's wrongdoing, the value qﬂﬂlally's
investments has declined precipitcusly, ultimately culminating in McNally
suffering substantial losses.

1. bbrmdidmtappearattheﬂaaﬁngandt&mtestdmnymtakm
from tha Claimant and har expert witness. The arbitrator was impressed with
the testimomy of these two witnesses and found that the investments made oo
behalf of the Claimant by Moran are DMCONSCICNABLE.

mwmam

'Ihepartieshaveagreedthatthehnrdinthismttermaybemtadin
coumterpart copies or that a handwrittem, signed Award may be entered. In
either case, the parties have agreed to receive canformed copies of the Award
while tha criginal remming on file with the RASD.

By lettar dated July 22, 1992, Claimemt withdrew her claims against Gena
Morgan and Gene Morgan Financial.

By letter dated July 22, 1992, Claiment withdrew her claims against
Ancher Naticoal Financial Services, Inc.

By letter datsd July 22, 1992, Claimmt withdrew har claims against
Newbridge Securities, Ind.

Due to a bankruptey filing in the U.S. Bankxruptcy Court, District of
Commecticut an July 23, 1992 the action against North American Investment

Corp. was stayed.

Respondent, Barbara 1. Moran did not appear at the hearing. Ms Moxan
made an application to the Chairmen to appear by telepbone. The applicatiom
was denied.

ITY. COONCIOSIONS OF LAN

b

A. OCONT I--FRAUDULENT MISREFRESENTATIONS
AMD CMISSICNS IHMCFRDIBIUB-S

1. Moran 's false representations and omissions were made in
cormection with the purchase and sale of securities, and comstituted a
iolation of secticn 10(b) of the 1934 Act, 15 U.S.C. sectiom 78j and olc),
and Rale 1{b-5.
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On May 22, 1991 and May 23, 1991 the undersigned arbitrators
heard the controversy between the parties as set forth in
submissions to arbitration signed by Claimant Florence S.
Reynolds on October 11, 1990 and by Respondent Shearson Lehman
Hutton, Inc. on January 23, 1991. The hearing was conducted at
the National Association of Securities Dealers, Inc. offices
located in wWashington, D.C. and consisted of four (4} hearing
segsions,. The arbitration panel, having considered the
pleadings, the testimony, and the evidence presented at the
hearing, has determined in full and £inal resolution of the
issues submitted for determination as follows:

1. The claim is time barred under all applicabie Statutes of
Limitations.

2. The parties shall each bear their respective costs,
including attorneys’ fees.

FORUM FEES

Pursuant to Section 43 of the Code of Arbitration Procedure, the
National Association of Securities Dealers, Inc. shall retain the
Nine Hundred Fifty Dollars and No Cents ($950.00) filing fee
previously deposited by the Claimant and the Respondent Shearson
Lehman Hutton, Inc, be and hereby is liable and shall pay to the
Claimant the sum of Nine Hundred Fifty Dollars and No Cents
($950.00) to reimburse the Claimant for the filing fee paid. 1In
addition the Respondent Shearson Lehman Hutton, Inc. be and
hereby is liable and shall pay to the National Association of
Securities Dealers, Inc. the sum of Two Thousand Two Hundred
Fifty Dollars and No Cents ($2,250.00) to represent forum fees.

R obert McLaughlig/ Esq.

T UL Syt

Marshall Passman

et B heezp

Sidney B. W#chtél
Erecuted
Date—of—Deciston: g},{a {7 , 1991
_ 1G Al

Dale of Decyshon | H\JE’U‘&*— 30,
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B. OOUNT 1I--FRAIDULENT DEVICES AND
ARTICIES I VIQLATION OF ROTE.108:5

1. Moran camnitted acts and practices and engaged in a course of
business which operated as a fraud or deceit on McMally, in violation of
iectiab an 10(d) of the 1934 Act, 15 U.S.C. sectionr 783 and o(c), and Rule

-5, .

C. COONT IV--MISREPRESENTATIONS

AND CMISSICNS UNDER 1933 ACT

1. Moran faciliated the offer and sale of securities to MciNally by
means and/or instruments of transparation and commmicaticns in mter:state
camerce and through the mail, and oral cammmicaticns.

2. DMoran's use of such means and/or instruments of transportation or
cammmications in interstate camerce included untrue statamts and amissicons
of material fact in violation of secticn 12(2) of the 1933 Act, 15 U.S.C.
secticn 771(2).

3. McNally did not know of tha untruths and amissions when she
liquidated her stock and reinvested the proceeds and subsecuently retained
her inmvestments.

D. QUUNT VI--MISREPRESENTATICNS AND CMISSIONS

mv:mmos'@mmmm

1. The yntrue statement and anissicns of material fact made by Moran
viclatad MCIA 451810(¢(a) (2) and (3).

made untrus statenent‘.s and

MESLY rmﬁeﬂ thal: mlly

r Crnm Y ,!..
iovestments and

tously in valune.

2. Mcally reasonably relisd on the misrepresentations and cmissions
of Moran. Az direct and proximate result of her reliance on the false
representations and cuissions of Moran, McMally has suffered substantial

F. GO0 X TKceNy M SREPRESBIATION

1. Even if the misrepresentations and omissions of Moran were not
fraudulent, but were immocent, they nonatheless induced McNally to engage in
securities transactiong recammended by and with Moran and NAIC.

—~ e
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2. As a direct and proximate result of emering into these transacticns
in reliance on the representations of Moran, McNally suffered substantial
damages. Moran benefited from the transacticna with MeNally

a. QCONT X1 - -NEGLIGENCE
1. Mm:an breached the following duties owed to McMally:

(a) to adequately disclose the risks
agsociated with the securities
transactions;

(b) to refrain fram self-dealing transacticms;

(c) to disclcose any persanal interest which Moran
had inthe securities transactioms;

(d) not to misrenresent any fact material
to the securities transactions, and to
affimmatively and accurately represent
all facts material to the securities
transactiomag; and

(e) to cbey all rules and regulaticns
promilgated by all federal anxi state
goverrmental authorities, bodies and /oxr
entities.

2. As a direct, proximate and reasonable foreseeable result of Moran's
breach of fiduciary duties, McNally has suffered substantial damages.

After comsidetring the pleadings, the testimomy and the’ evidence
presentad at the hearing, the undersigned arbitrator has decided in full and
final resoluticn of the issues sukbmitted for detegminaticn as follows:

1. Respondent , Barbara L. Moran, i3 herby liable and shall
pay to the Claimemt the following amounts:

(a) 520,587.71 (Twenty Thousand Five Hundred
Righty Sevem Dollars And Seventy One Cents)
asg to North American Ventires Inc.

(b) $25,333.30 (Twent Five Thousand Three Hmdred
Thirty Three Dollars And Thirty Cents) as to
Balcor Maobile Bame.
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(c} $1,948.89 (Cne Thousand Nine Bumdred Forty
Eight Dollars And Eighty Nine.Cents) as to
Putnmam Option Income Trust I.

(d) $1,893.51 (One Thousand Eight Bundred Ninety
Three Dallars And Fifty One Cents) as to
Putnam Option Income Trust II.

2. Respondent, Barbara L. Moran is hereby liable and shall pay to tha
Claimant Prejudgment interest from October 15, 1990 to the date
of this award and post-judgment interest fram the date of the
awmrd until such time asg the award is paid, asdetemﬁ.nedbybm
and Statite.

3. Respondent, Barbara L. Moran, is hereby liable and shall pay
to Claimant attormmeys fees in the amount of $16, 620.98. Interest
shall accrue cn this azmoumt from tha date of the award uwntil such
tima as the amoumt is paid.

IR QOPTE

Respandent, Barbara L. Moran, is hereby liable and shall pay to the
Claimant, cogts in the amunt of $1,049.60 (Coe Thousand Forty Nine Dollars
And Sixty Cemts).

" Pursuant to Section 43¢ of the Code of Arbitration Procedme, the
following Forum FPees are assessed.

Non-refundable filing fee: s 1s0
Hearing Fees: $1,000 (2 sessicns X $500)

ﬂlFmMmh&dsymmmmt,'mn.
Mozan. Accordingly, Moran is directed to re-imburse to the Claimant the

amount of $650.00 peevicusly depogited with the NASD. Moran is further
directed to pay the balance of $500.00 to the NASD, Inc.

Public Chairpersaon

Date Of Decisicm: October 28, 1992




