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In the Matter of the Arbitration Between

Nape of Claisemc

Gas C. Prestom

91-01933

Name of ts

Pirst Affiliated Securities, Inc.;

J.P. Bon & Co., Inc.;

J. P. Bobm;

Joa Stafford;

Bekhor Securities d/b/a First Affiliated
Securities, Inc.

For Claimant: Gas C. Preston was represented by Maxk K Glasser, Esq. and
Chexri Dimcan, Esq. of Forter & Clemants, located in Houstaon, Texas.

For Respondent: Pirst Affiliated Securities, Inc. and Bekbhor Securities
Coxporation, dodng business as Fixst Affiliated Securities, Inc., weaxe
represented by Calso M. Gonzalexz-Falla, Esq. of Vinson & Elkins L.L.P.,
located in Houston, Tems.

J. Patrick Bobn & Oo., Inc. and J.Patrick Bobn, individmlly, wese
repragsented by Kathy D. Patrick, Esg. of Gikbs & Ratliff, located in Houstom,
Texas.

AR IEFCORMGTTON
Statepent of Claim f£iled: June 21, 1991.
Claimanc's Submission Agressmt sigoed cn: me 14, 1991.
Mtended Statement of Claim filed: August 14, 1991.

Statement of Answer filed by Respondent, First Affiliated Securities, Inc.
and Bekhor Securities Corporation, doing business as First Affiliaced
Securitiss, Inc. cn: Octcber 23, 1991.

Respondent, Bekhor Securities Corporation, doing business as First Affiliated



Securities, Inc.‘s Submission Agreement signed an: October 22, 1992.

Statement of Answer Filed by Respamdent J. Patrick Bolm & Co., Imc. s
Auguse 1, 1991, -

Regpondent J. Patrick Bolm & Co., Inc.‘s Submmssicn Agreement signed ca: July
29, 1391 by J. F. Eaitm, President, J. Patrick Balm & Co., Inc.

Statemenr of Answer filed by Respandent J. Patrick Bobm an: August 1, 1992.
Respandent J. P. Bobn's Submissien Aqreement sigoed cn:  July 29, 1991.

Moticn o Bar Answer of Respondent Joe Stafford filed by Claimant Gas C.
Presten cn: September 27, 1991.

Moeocied Answer and Counterclaim filed by Respordent Bekhor Securities
Corporarion, doing business as Pirst Affiliaced Securities, inc., cn: April
27, 1992.

Respandent Jos Stafford did not f£file an exacuted submission agreemant or a
Statanent of Answar.

HEARTIEG TNPORMMITON

Pre-Hearing Conference: March 13, 1992 for oo (1) sSession without
arbitrater;
Jme 4, 1992 for cne (1) session with Arbitrator
Gaorge T. Barrow, Esqg. presiding.

Hearing Date/Sessicus: June 15, 1992 for cae (1) sessicn.
Hearing Locaticn: Houston, Texas.

Claimant Gas C. Prestcn ("Presttm”) alleged that Respondsnt Jos Stafford
("Stafford®), while amployed by or acting as an agent for Respondents First
Affiliated Securities, Inc. and Bekbor Securities Coxpozation, doing business
as First Affiliated Securities, Inc. ("First Affiliated®), J. Patrick Bolm &
0., Inc. ("Bom & C0.”) and J. Patrick Bam (*Boln®), engaged in unsuitable
tzading in Presten‘s account by devoting her funds to short-sales and asrgin
txading in low-grade bonxis and the purchase and sale of cpticns and sexrants.
Prasten specifically alleged that:

1. In or around the mnth of September, 1990, scarcely 6 weeks
after Prester received her ushend's death benafits, she was

by Stafford, at whose urging she entrusted to him the
sum of $100,000.00 for comservative investmant;

2. Stafferd advised Prestonm that he could cbtain a higher retum
an her investment than the axrent Certificates of Deposit by
devoting thase procesds to a consearvative, income-prodacing
investment involving tha purchase of bonds and further assured har

that her mmey would be just as safe as if it were invested in
D's;



3. Stafford knew that Preston was an wnsophisticated investor who
had no previcus experience in trading stocks, bomds, or any other
publicly-traded securities and, furtber., Stafford knew that Prescen
was io a state of emoticnal turmoil because of tha ddath of her
husband cnly weeks before. Stafford used this knowledge to gain

her confidence and trust ard to acquire conwol over her financial
affairsy;

4. Stafford did not invest in conservative investments, but

margin, shorr-selling and speculaticn in the bond market:

5. Staffoxrd never advised or consulted with Prescon <or any -
inpvestmant related matter after receiving her mmey, even though

the status of her investmsnt;

6. On or about April 17, 1991, at a luncheon meeting, Stafford
advised Preston that all of her original inveatmsnt was secuxe and

appraxizately cna-half of tha correspondence that she had received

fran the Respondent hrokerage fimms purporting to organize hex
file; .

7. Stafford's actions resulted in the loss of the life insurance
procesds paid to Prester upon her husband's death, but also
resulted in a maxyin debit of approximately $50,000.00; and

antifraixi provisions of the securities lass, resulting in censure
and suspmnsicn by both the NASD and the Securities and Exchange
had besn deniad registration by tha State of
this suspension.

Based upon the above allegaticns, Preston asserted claims for violaticon of
Section 12(2) of tha 1933 Fedaral Securities Act (15 U.S.C. 77(1) (2)) and
Secticm 10(b) and Fule 1(b-5 of the Securities Exchange Act; viclaticn of
Secticn 33A(2) of the Texas Securities Act, Tex. Rev. Civ. Stat. Am. arxt.
581-1 et seq. and Article 27.01 of the Tex. Bus. & Cam. Codes breach of
contract; breach of fiduciary duty; npegligence; failure to supervise;
wmsuitability and for violation of the Texas Pusiness and Conmerce Code, Amn.

l7.41etg..mmlymnumrmm“mmm
Consumey Act.

Respendent First Affiliated demied the material allegaticns of Preston's



claim, alleqang thac the trading activity in the acoount was appxoved of by
Prestcn and that the damage claims were overstated and fail to accomt for
funds she wathdrew from the account. ™ additiom, First Affiliated alleged:

1. The iovestunents in Prestan's acoount were consistent with thae
investunent chiectives camamicated to Stafford:

2. Presten was 3 licemsed attorney who, wath her msband,
previcusly invested in limited partnersnips, oil and gas deals, and
a variety of other high risk tramsactions and was clearly not an
unsophisticated investor:

3. Presum is barred from recovery under the doctrines of

estcrpel, waiver, cantributcry negiigence, and assuptiom of risk;
and

4, Presten did not comply with all the prevequisites to discovery
uxxier the Texas Deceptive Trade Practices Act ("DIPA") and is not a
"oonsuner® as that term 13 defined under ths Act. Purthermore, cha
purchase of securities is not a "good" under tha DTPA. -

In addition, First Affiliated counterclaimed for the debit balance in the
amoumt of $49,317.55 in camection with a margin call on her purchase of
First Capital Holdings.

Respandents Bolm & Co. and Botm denied the material allegacions of Claiment
Fresccn's claim, alleging that:

1. Presatcn was an attocrney, with many years of higher educatimm,

2. Prestcn falled to act with due diligence and reascnable care in
protecting her interests by ignoring tha statsments and
confirmaticns sent t©o har, and by failling to infoxm Bam of
Stafford's alleged wnauthorized txading; and

3. Bolm & Co. and Boln never dsalt with Preston, never made o~
investments for her and never conmmicated with her in any matter: e

4. Bohn discharged his cbligavion to supervise the activities of
the First Affiliated brokaxr, Stafford.

Respondent Stafford did not file a Statemant of Auswer.

T

Claimant Prestorm requasted entxry of an aard against Respondents in the sum
of $100,000.00 for the insurance procesds lost: opportumity coscs calculated
as 10% interest on the $100,000.00 investment; recovery of all,.tnec:-t: and



comissicns; examlary damages 1n the amme of at least $500,000.00;
enhanced damages urnder the Deceptive Trade Practices Act: attormeys' fees and
costs; and a decree chat she is not liable :c:anyddaitbalameinanyof
her accounts wath Respcndents.

Respandent Firgc Affiliated recuesced that the panel of arbitrators dismiss
the claim filed by Prestan and further requested that the panel cncver an
award to First Affiliated in the amamt of $49,317.55, plus pre and

award interest, and attormeys’ fess in comection with the collecricn of the
debit balance.

Respondencts Bolm & Co. and Boln requestad that the pansl enter an amrd
providing that Presten should take nothing by her actions againgt them.

OIHER ISSUES QORSTUER

D & DECIDED

At the hearing on June 15, 1992, Prestan amxi Respondents Bekhor Securities
Corporation, d/b/a Firsct Affiliated Securities, Ioc., Firsct Affiliated

Securities, Inc., J. Fatrick Bam & Co. and J. Patrick Bobn amnounced cn the
record their sectlemenc and their agreemsnt to the emntry of an arbitracien
amrd. ™Te copy of the e&mcuted Agreed Arbitration Awerd is bhereby

incorparated in this awaxrd and actached hareco as Exhibit A.
Pursuant to this agresment, the panel severed the issuss resclved by the
Agreed Arbitration Awarxd and hearing continued cn those issues relating to
Respodant Stafford. .

Respondent First Affiliated Securities, Inc. requested pursuant to Sectiom 30

of tha NASD Code of Arbitraticm Procedie that the panal direct the retum of -

an adjoxommnt fes previcusly paid by First Affiliated. Upon reviaw, the
panel dstermined that the motiocn would be dapnied and that the NASD aball
retain the adjcurmnent fee filed by Respondent First Affiliated.

Respondent Stafford did not file an exscuted submission agreement in this

matter, but the pansl finds that Stafford is and was an associated pssm

within the masning of Secticm 12 of tha NASD Coda of Ambitmation Procedure.
Tharefocre, the panal has detarmined that Respondent Joe Stafford is regrized

to sumit to axbitraticn pursuant to Section 12 of the MASD Cods of
Arbitraticn Procedre.

mmwadmm.asue-ncocmmcmuiﬁ“‘

besn served with the Statemmt of Claim as required under Secticn 25 of the
Code of Arbhitration Procsdire and with notice of the hesring as regquired

under Sectiom 26 of the NASD Coda of Arbitration Procedire. Pursuant to
these findings, the panel dstermined that the hearing would cantinue pursuant
to Secticn 29 of tha NASD Codes of Arbitration Procedire.

At hearing, Claimant Prestcn requested a ruling upon her Moticn to Bar Answer
of Respcxdant Joe Staffoxd. Tbn review of tha Motion and the
wuamozmn,mmdmmmmpm



After the close of hearing cn June 1S, 1992, cths panel requested tha filing

of. post hearing sukmissians regarding the assessmnt of damages in this
macrer.

=
After comsidering tha pleadings, the testimony and the evidence presented at
the hearing and post hearing sulmissions, the indersigned arbitrators have

dacided in full and final resoluticn of tha issues submitted for determmina-
ticn as followa:

1. Respondent Joe Staffard is liable for and shall pay to Claimant
Gas C. Prestom the sum of $120,000.00;

2. In additicn, Respondent Joa Staffoard is liable for and shall
pay to Claimant Gas C. Prestcm the sum of $240,000.00 as pumnitive
dsmages. In determining to award punitive damges to Claimant Gae
C. Preston., the panal oonsidered the authorities cited in
Clairent’'s Amended Statemsnt of Claim, as well as the argumcs
presented by Claimant, and determined that authority exigted for an
awrd of punitive damages in favor of Clajiment Gas C. Preston;

3. Pxthemore, Respondent Joe Stafford is liable for and shall .
psy to Claimant Gas C. Praston the sum of $60,000.00 as attcxnays'
fees and $3000.00 as expert witness fess. In datarmining to asmxd
attcrnays' feass and expert witness fees to Claiment Gae C. Prestem,
the panel ccosidered the authorities cited by Claiment in her
Aended Statement of Claim, as wall as Claimant's argunsats, and
detarmined that authority existed for an amaxd of attorneys' feas
axi expert witness fees to Claimant Gas C. Prestom;

4. Respoodant Joe Staffoxd is liable for and aball pay to Claimmnt

Gas C. Prestony the sum of $1,250.00 repressnting the reimbursenant
otth-chinﬁumtnmdh-:iwmmum?' gy
£iled by Claizmnt Gas C. Preston; and

5. ™He putt- are responsible for their om costs of,
axbitation for any amount not specifically emsmerated heredn.

Swghein
e - 1

Pursuant to the panals detarminaticn, the NASD shall retain the adjouczmant
 fee of $1,000.00 deposited by Respandent First Affiliated Securities, Ina.

Pursuant to Sectim 43(c) of tha Coda of Arhitration Procedure, the
following Forum Fees are assessed: One (1) pcebearing session x $300.00 =

$300.00; Goe (1) hearing session x $1,000.00 = $1,000.00. Total forum fees
dus = $1,300.00.

Tha Naticmal Association of Securities Dealers, Inc. ("!6!3.':1!:"):~ shall retain



the s$250.00 claim filing fee and the $1,000.00 hearing sessicn deposit
crxevicusly deposited by the Claimanc Gae C. Prestem. Respondent Joes Stafford
1s liable for and shall pay to the NASD the sum of $300.00 as forum fees.
Fees are payable to the Naticonal Association of Securities Dealers, Inc.

QOSCURRING ARBITRATORS® STENATURES

Datad:

477" M : 2/992
(it e, peeta 22772

Ind:st:yh:bimmr ’

Public Arbitrator

Date of Sexrvice an Parties: |2 -1-9 2



NATIONAL ASSOCIATION OF
SECURITIES DEALERS. INC.

T

In the Matter of Arbitration

]
§
Between §
§
GAE C. PRESTON. §
§
Claimant. §

§ ARBITRATION NO. 91-01933
-against- §
§
FIRST AFFILIATED SECURITIES. §
INC.. J. P. BOHN & COMPANY. §
J. P. BOHN. INDIVIDUALLY. 3
AND JOE STAFFORD. §
§
Respondents. §

A WA

Claimant Gay C. Preston ("Preston”) and Respondents Bekhor Securities Corporation
d/b/a First Affiliated Securides. J. P. Bohn & Company, Inc., and J. P. Bohn, individually

("settling Respondents”) hereby stipulate and agree to entry of the following award in the above-

i
styled arbitration:

CASE SUMMARY.
In her amended statement of claim filed with the NASD on or about August 13, 1991,
Preston alleged that the seling Respondents and Joe Stafford engaged in fraud in the sale of
securities, fraud and fraudulent conceaiment, breach of contract. breach of fiduciary duty,

negligence and gross negligence. unauthorized trading, excessive trading, and violations of the

EXHIBIT A



Texas Decepuve Trade Pracuces Act. Preston sought acwal and punitive damages and
aitorney’'s fees ror this aileged unlawrul conduct.

3ekhor Secunities Corporaton d/b/a First Affiliated Securities riled an amended answer
and counter-claim. on or about Apni 1. 1992, denving the ailegations in Preston’s statement
of claim. and asserting a counter-claim against Preston for an alleged debit in her account.

J. P. Bohn & Company and J. P. Bohn, individually, filed answers on or about August
1. 1991. J. P. Bohn, individuaily, denied the allegations in Preston’s amended statement of

claim. J. P. Bohn & Company aileged that it was a complete stranger to the matters in dispute

and further dented the ailegauons in Preston’s amended statement of claim.

Joe Stafford filed no answer or response.

AWARD .

At the arbitration session on June 15, 1992, Preston and the settling Respondents
announced on the record their settlement and their agreement to the entry of an arbitration
award. The arbitration panei, having considered the announcement of the parties, the pleadings,
and this agreed arbitration award, has decided to adopt this agreed asbitration award to be the
full and final resolution of the issues submitted for determination as between Preston, Bekhor
Securities Corporation d/b/a First Affiliated Securities, J.P. Bohn & Co. and J.P. Bobn,
individually. The panel has severed these issues from the issues relating to Joe Stafford, which
will be the suh]ect of a separate arbitration decision based on evidence presented by Preston
against Sﬁfford at the arbitration session. As to the settling Respondents, the panel enters the
following award:



Responaent Bekhor S:cunues Corporauon dib/a First Affiliated Securides is

liable for and shail pay to Preston damages in the amount of $170.000.00.

(")

Responaents J. P. Bohn & Company and . P. Bohn. individuaily, are joindy and
severaily liable for. zad shail pay to Preston, $2.000.00.

3. Theabove amounts inciude princigie, interest, attorney’s fees. cost and expenses.
Preston i3 not liable to Respondent Bekhor Securities Corporation d/b/a First
Affiliated Secunties on its counter-claim against Prestor.. Therefore, no award
is given to Respondent Bekhor Securities Corporation d/b/a First Affiliated
Securities on its counter-claims. _

5. This award shall be final. non-appeaiable and immediately subject to execution
and collection. The parmies have expressly released and waived any rights to
assert 2 motion or petition to vacate, a post-award judicial challenge to the

determinations made herein, or otherwise 10 avoid the enforcement of this award.

. . et ‘J_a’."\

WAL=
MARK K. GLASSER, -

ATTORNEY FOR CLAIMANT



RESPONDENTS
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SEKHOR SECURITIES CORPORATION d/b/a
FIRST AFFILIATED SECURITIES

By: Adol f Konn
Title: ,

cjﬂ
C O M. GOI‘TZALEZ-FALLA.

ATTORNEY FOR FIRST AFFILIATED
SECURITIES

— 1T\ e

INTERNATIONAL BARTER INVESTMENT
GROUP. INC.

By:__Jonathan £.S. Bekhor

I. P. BOHN & COMPANY, INC.

By:
Title:

J. P. BOHN, Individually

KATHY D. PATRICK, = - ‘

ATTORNEY FOR J. PATRICK BOHN &CO. -

and J. PATRICK BOEN
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The unaersigneg. being (Ne aroitrators seiectea to determine the above-captioned matter.
;erepy enter the above Agreea Arbitrauon Award.,

—

RO U N \’-Q_:,___,_.(\ L

GEORGE T. BARROW, Esg..
Chaurperson. Public Arbitrator
wT=os, (9T,

Date:” '
U Ll 1 Rlel (L

RICHARD A. HOLLENBERG. Esq.,, |
Public Arbitrator ¢
Date:

(i & Vtncee
CHRISTINE E. MONICAL.
[ndustry Arbitrator

Dawe:_F/2//72
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