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NATIONAL ASSOCIATION OF SECURITIES DEALERS

In the Matter of tha Arbitration Between
Name of Claimant(s)

Jalm Hickman as Trustes for the Jobn
Hickman Revocable Living Trust
Deglas T. Hickman

Marguarita C. Hickman

James Marsh

Harry H. Barkins

Case No. 90-03354
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Por Claimants, Jobn Hickman as Trustee for the Jobn Hicksmn Revocable Living
Trust ("Jobn Hickmen®), Douglas Hickman, Marguerite C. Hickman, James Marsh
and Harry Harking: Stuart Goldbexrg, Esg. of the Law Offices of Stuart C.
Goldberg, P.A.

For Respondent, FPaineMebber, Inc. ("PaineMebber®): Birgitta Siegel, Esq. of

For Respondent, Christopher Hodges ("Hodges®): Twrrance Bostic, Exq. of Bush
Ross & Gardner,

Statemmt of Claim filed: Novesber 27, 1990, and smended September 6, 1991.
Claimants' Sulmxission Agresmsnts signed: by Jahn Hickman an August 24, 1990,
by Douglas and Marguerite Hickman on February 8, 1991, by James Marash o
Pebruary 1, 1991 and by Barry Harking cn Pebxuary 4, 1991,

Respcndant, Painelebber's, Statement of Jnswer and Third Party Claim filed:

Septenber S, 1991. Respondent, Paineiebber's, Submission Agresment signed:
October 18, 1991 by Ramaine Gardner cn bebalf of PaineMabber.

Respondent, Bodges, Sulmission Agreement signed: March 18, 1992.

Respondent, Hodges, did not file a Statsmant of Answar as rtequired by
Sactions 8 and 25 of tha Code. (Ses Othexr Issues) .



JIAR ISSRS (SIDERED & DECIIED
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1. The Panel finds that Third Party Respondent, Hodges, was required to
file an Answer pursuant to Sections 8 and 25 of the NASD Code of Arbitracim
Procedure, Bodges being a persm associatad with an NASD member firm at the
time tha facts giving rise to the conrroversy occurred.

2. Pursuant t© the agreement Letween FPaineNebber and Bodges,
Respondent,/Third Party Claimant, Paineiebber, dianissed without prejudice,
its Third Party Claim against Bodges.

3. The parties have agreed that the Asard in this matter may be ewecuted in
coumterpart copiles or that a bhandwritten, signed Asarxd may be entered. In
either case, the parties have agreed to receive conformedi copies of tha Maxd
while the originals remain on file with the NASD.
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After copsidering the pleadings, the tastimony and the evidence presented at
the hearing, and post-bhearing submissicns, the arbitrators have decided in
full and final resolution of the issues sumitted for determination as
follows:

1. Respondant, PaineMebber, is found liable and shall pay to Claimant, Jobm
Hickman, tha amxmt of $122,068.17, inclusive of interest.

2. Respoxdent, PaineMeber, is foumd liable and shall pay to Claimanta,
Douglas and Marguerits Hickman, the amoumt of $85,163.51, inclusive of
intarest.

3. Raspondent, Painsiebber, iz found liable and shall pay to Claimant,
James Marsh, the smount of $64,756.01, inclusive of interest. :

4. Respondent, PaingMebber, is fomd liable and shall pay to Claimant,
Barry Eaxking, the saount of $285,802.34, inclusive of intsrest.

5. Respendent, Paingiebber, :l.lalaotwndli,lbl.t:xpunitiwdmganmd
shall pay to the Claimants the following further amxmts:

a) $366,204.51 to Jotn Hickman,

bl  $255,490.53 to Douglas and Margurerits Hickman,

c)  $194,268.03 to James Marsh, and,

d) $857,407.02 to Haxyy Earkins.
This Panel bases its asuthority to amrd punitive dmmges on the Federal
Arbitratiom Act and the case law interpreting that Act. This Panel finds
that Hodges committed an egregicus bresch of his fiduciary duty by self

daaling and providing fictitious and inaccurats reposts and that Respandent,

Painelebber, was grossly negligent in its failure to supervise Hodges in
this course of omdct.



HEARTNG IRPOSMNTION

On March 16, 17, 18, 19 and 20, 1992, in Tampa, Florida, hearings lasting 10
sesaions were conccted.
QAE Saeawy

Claimant alleged that Paineldebber was liable for viclatian of 10(b) and Ruie
1@h-5 of tha Securities Exchange Act, recamending umsuitable securities,
camn law fraud, negligence, Lhreach of contract, violatian of Pederal RICO
Act, and violaticn of the Florida Civil Theft Law. Claimant alleged that
Bokmes made umautherized purchases of Syntech stock; provided false and
fraudulent reparts to Claimants; and, ade varicus misvegresentations
recmarding the stock including: anitting to inform Claimants that the stock
was thinly traded, amitting to inform Claimants that Bodges held a position
in the Stock and amitting to infcrm Claimants that Bodges manipulated the
markst in tha stock.

Respoxdient, Paineiebber, denied all allegations of wrungdoing and alleged
that Claimants received monthly statemants and confirmations and failed to
coplain to Respoxxisnt, PainMebber; PainsMebber did not authorize and was
pot amxre of any fraud being camitted; PaineMebber revised sleven of the
transactions in Jabm Hickmen's account; and, Hodges's sole mistaks was in
over concentrating his clients in this one particular security.

Respondants alleged the affirmative defenses of estoppel, contributory

negligence, good faith, ressmmable spervision and collateral estoppel as to
the claims of fraud, RICO, attorney's fees and punitive dmmages.

Respondent, Paineebber, £iled a Third Party Claim acminst Hodges for
indemification. .

Third Party Respondent, Bodges, failed to file an Answer but appeared at the
hearing to defend and exscuted a Sulmission Agresnmnt on the third day of

hearing.
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Claimmnts requested dapages in the smounts of $91,551.13, for John Rickman,
$25,284.45, for Douglas Hickman, $15,896.52, for Marguarits Hickman,
$22, 691.66, for both Douglas and Marguarite EHickmen's joint acoount,
$88,098.10, for Jmnes Marsh and $148,760.83, for Barry Barking plus intsrest,
punitive damages, attommey's fees, and treble dmmages under Florida‘'s Civil
Thaft Statute and treble dmmages under the Fedazal RICO Act.

Respcdanit, PaineMeber, requested dismissal of the claim and Third Party
claimed ageinst Hodges for indemification.

Third Party Respondent, Hodges, failed to file an Answer.



§. Claimsnts' request fr attorney's fees is denied.
7. This Panal bases the above Mard ap its findiogs of comnn law fraud and
negligence. All other requests for relief under the remaining allegations
were not sustained by the evidence.

OTHER COSTS
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1. Respxdent, Painsdebber, is also found liable and shall pay to all
Claimants the total amamt of $20,867.66, for expert witmess, copying and
other coats.

2. The parties shall each bear all other costs and expenses incurred by
thesn in connection with this proceeding.,

MM FEES
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1. Pursuant to Secticn 43(c) of the Code of Arbitration Procedure, the
Panel has assessed forun fees in the ammt of $10,000.00 (ten sessicns x
$1,000.00 par sessicm).
2. Rsspondent, PaipnaMebber, is hereby assessed 310,000.00, 3$1,000.00 of
which shall bs paid directly to the Claisents, and $9,000.00, of which shall
ba paid to tha Naticnal Association of Secauxrities Dealers, Inc.

3., The NASD shall retain ths non-refundable filing fees of $250.00 paid by
the Claimants and $500.00 paid by tha Respondent/Third Party Claiment. :

4. The NASD shall retain the session deposit of $1,000.00, paid by
PaineMebber in partial satisfactiom of such fees.

Pess are payable tc the National Association of Securities Dealars, Inc.

Concurring Arhitratars! Signatures

/8!

Barbert L. Bluns Public
/8/

Barold C. indars Industry
/8/

Ebmrd J. Mrian Public

Datae of Decision: september 9, 1992




