NASL Zb STHONL INC. AWARD

In the Matter of (he Arbitration Betwen

Names ol Clammnis

Joseph I, and Susun K. Kort?

96-00720

Names of Respondernts

Olde Discount Corporation
Mark Maorrow

REPRESENTATION

For Claimanis Joseph 3 Korfy 1" Joseph Kort!™ and Susan K. Korff (" Susan Kortf") (collectively
referred to as "Claimants”™) appeared koger W, Van Deusen, Esq.., of the law fum Chaltman,
Gaines & Stern. wocated 1n Clevaeland, Dhee

For Respondenis Olde Discount Corporation ("Olde") and Mark Moerrow  ("Morrow "
(collectively referred to as "Respondernts”) znneared Robert N. Rapp. [sq.. of the law finm
Calfee, Halter & Griswold L1 loceed o i ieveland, Ohio.

CASE INFORMATION

Claimants™ Stalement of Claim wais Hled on Sebruary 14, 1996, Claimants [ited an Amended
Statement of Claim on December 25, 1996, Soseph Korff's Submission Agreement was signed
on February 13, 1996, Susan Ker!7s submission Agreement was signed on February 13, 1996,

A Joint Statement of Answer was filed By Respondents on Aprii 29, 1996, Respondents filed
an Amended Statement of Answer on Nevember 11, 1997, Olde did not file a Submission

Agreement in this matter. Morrow s Subimisson Agreement was signed on November 12, 1997,

HEARING INFORMATION

Hearing Dates/Sessions: 2ecember 8, 1997 - Twor Sessions
Irzzember 9, 1097 - Two Sessions
[Becember 10, 1997 - Two Sessions

The hearing was conducted at the aolhiees of NASD Regulation, Inc., located m Cleveland. Ohio.

CASE SUMMARY

Claimanis alleged that they mamiained an investment account with Olde at its Cincinnati branch




office and that Respondent Mortow ~ars their account exccutive.  Ciaimants also alleged that
Respondent Morrow nueatonatty. veckiesslv, and in disregard of their needs and objectives.
induced them. by intentional and reciless nusrepresentations and omissions of material fact, w0
enter mto unsudablv and excessive secuntics rading, (o leverage their investments by use ot a
margin account. and w eftect unauthorized ~ciarities transacttons. Clarmanes further aileged toat
Morrow s actions constitated 2 viglanon af »eetion 10(h) of the Securities Exchange Act of 1934
and Rule 10b-3 of the Securmies ane Vxeaanve Commission promulgared thereunder.

Claimants zserted that Morrow churned ane excessively traded their account for the purpese
of generuting commissions and protits for Kespondents in total and complete disregard for the
thelr firancial and mvestment aceds. Cleimants also asserted that Respondents breached their
fiduciary obligaticas o them by churning neir {funds and by conducting an unauthorized and
unsuttable  course of wading.  Clannacts further alleged that Morrow  made material
representations (0 them which were tuse and misieading and omitted to state matenial facts and
that the acts and statements of Morrow constiured a course of business which operated a fraud
and deceit upon the Claimants. Ctaimaims congended that Respondents were reckless and grossly
negligent by {ailing to exercise due care ur e act i a prudent or reasonabie manner 1n managing
their investment account.  Clammanes alse asserted that Olde faided to maintatn and enforce a
proper svstem of internal supervision over Morrow.

Respondents denied all of Clatmants” aliceabons and maintained that any profits, or losses.
incurred by the Clumants m their account resulted solely from Joseph Korit's informed
investment decisions and operative markel forces.  Respondents maintained that they handled
Claimants™ account i a diligent und responsible manner.  Respondents also mamtained thai
Claimants”™ account was not dewretionars . and. therefore, only the Claimants could make
decisions to buy. sell or held s securities. Respondents further maintained thart the guantity
and nature of the recommendanions made by Hlorrow were consistent with Clammnants” invesnnent
objectives and abilites.  Morrow denied Claimanmts” claim of unauthorized trading and
matntained that he did not enter 2o order o buy or sell stock unless and until it was expressiy
authorized by Claimants. Respondents assertad that by not responding within ten days of the
alleged unauthorized trades. Claimants ratvizd all trades.

RELIL} REQUESTED

Claimants reguested:

1. Pamages i a precise amount o be determined at the hearing, but in excess of
S300.00C.00. for losees to thelr mvestiment account, for lost income and capital
appreciation o said account. 101 excessive commission charges to their accou.
and for margin inferest charges:

2 Exemplary and/or runttive damages in the sum of $1.000.000.0C for the charges
of fraud and eross nechgencs:
3. Reasonable attoroevs lees: and

Jd. Arhitration costs,




Respondents reauesicd that the Stzlemient of Claim be dismissed in its entiretv. that they be
reimbursed for costs and attorneys dees. that this action be expunged from Respondent
Morrow’s Tormy U4, and any other remesds tie panel finds proper.

OTLILER i8SUES £ UNSIDERED & DECIDED

The parties have agreed that the Award mobis matter may be executed in counterpart copies or
that a handwritien, signed Award mav e entered.  In either case, the parties have agreed 1o
receive conformed coples of the Award v hole the original remains on {ile with the NASD.

After considering the picadings. the fesimcoy and the evidence presented at the hearing, she
undersigned arbirrstors have deciwded i fuli and final resolution of the issucs submitied for deter-
minaticn as follows:

1. Respondent Olde 10 iereby fable for and shall pay 1o Claimants the sum of
SH3.000.00in compensazory damages. This award is assessed against Respondent
Olde only for tailure (o supeivise. The panet finds that Respondent Olde should
have taken additional stens 1o contact its client regarding the tvpe, nature, and
amount of tradiyy wetvity i the client account.

2. Al chaims agamst Hespondent Marrow are dismissed iy their entirety.
3 Clmmantsy” regquest for punitive damages s denied.

4. Euch party shall hoar 1ts veupective costs, including attornevs™ fees,
5. Al other requeses fos rzliet are hereby denied.

FORI'M FEES

Pursuant to Rule 10332(cy of the Code ot Arbitranion Procedure, the arbitrators have determined
that NASD Reuzulation, Inc. will retain 1ae 5230.00 non-refundable filing fee previousty paid by
Claimants and have assessed the following ierum fees:

6 bearing sessions x $1.000.00 = 36.000.00
L. Claimants are hereby joinny and severally Hable for the sum of $3,000.00. representing

one-halt of the total forum feey assessed. Claimants previously deposited $1.000.00 with
NASD Regulation, Ine., and. therelore, Claimants shall pay the balance of $2.000.00.

a2

Respondents are herehy jounly and severally lable and shall pay the sum ot $3.000.G0,
representing one-hatf ot the total foram fees assessed.

Respondenr Olde 18 hereny liable and shall pay the sum of $3500.00. representing the
member surcharge.

L8]

Fees are pavablke 1o NASD Regutation. inc.
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Earle R. Frost. Jr., T
Public Arbirator - Chairperson

Edward F. Siegsf. Esa et e
Public Arbirrator

Leslie J. Filsan
Industny Aroitrtor

Daie of Decision:  Fedruary jo, jg9y




Arbitratgrs’ Signaniras

Earle R. Frast, Ir., Esq.
Public Arbitrator - Chairperson

Edward F. Swegei, Esq
Public Arbitrator

Leslie J. Fiison
Industry Arbitrator

Date of Decision- february 18, 16ys




Earie R. Frost, Jr., Esq.
Public Arbirrator - Chajmerson

Edward F. Sicgel, Esq.

Public Arbitrator
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" Leslie f- Filson .~
Industry Arbitrator

Dawe of Decision: Yebruary {9, 1994




