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REPRESENTATION

For Clahnanis Joseph J. KoriY i "Joseph KortT'1) and Susan K. Korff ("Susan Korff") (coliectiveiy
referred to as "Claimants") appeared Ro^er W. Van Deusen, Esq., of the law firm Chattman,
Gaines & Stern, located in Cleveland., Ohio

For Respondents Olde Discount Corporation ("Olde") and Mark Morrow ("Morrow")
(collectively referred to as "Respondents") appeared Robert N. Rapp. Esq.. of the law f i rm
Caifee, Halter £ Griswoid LI.P, ioeaeu in '"""ieveland, Ohio.

CASE INFORMATION

Claimants' Statement of Claim wns filed on February 14, 1996. Claimants filed an Amended
Statement of Cla im on December 23, KW?. Joseph Korff" s Submission Agreement was signed
on February 13. 1996. Susan Korf fs Submission Agreement was signed on February 13. 1996.

A Joint Statement of Answer was filed hv Respondents on April 29, 1996. Respondents filed
an Amended Statement of Answer on November 11, 1997. Olde die not file a Submission
Agreement in this matter. Morrow 's Submission Areemen t was s i n e d on November 12, 1997.

Hearing Dates/Sessions: Decembers, 1997 - Two Sessions
December 9, 1997 - Two Sessions
December 10, 1997 - Two Sessions

The hearing was conducted at the off ices of NASD Regulation, Inc., located in Cleveland. Ohio,

Claimants al iened that thev maintained an investment account with Olde at its Cincinnati branch



office and thai Respondent Morrow was iheir account executive. Claimants also alleged ihat
Respondent Morrow in ten t iona l ly , reckles*- v, and in disregard of their needs and objectives.
induced them, by intent ional and reckless misrepresentations and omissions of material fact. 10
enter into unsu i tab le and exces^ve secur i t ies trading, to leverage their investments by use or" a
margin account, and to effect unauthor ized securities transactions. Claimants further alleged that
Morrow's actions constituted a v io la t ion or Section 10(b) of the Securities Exchange Act of 1934
and Rule l()b-5 or" the Securities ano V.xcaar^e Commission promulgated thereunder.

Claimants asserted t h a t Morrow churned anc excessively traded their account for the purpose
of generating commissions and p ro r i t s *"or Respondents in total and complete disregard for tne
their f inancial and investment needs. (T^m-ints also asserted that Respondents breached their
fiduciary obl igat ions to them by churning ;r.eir funds and by conducting an unauthorized and
unsuitable course of trading. Claimants further alleged that Morrow made material
representations 10 them which were raise and misleading and omitted to state material tacts and
that the acts and statements of Morrow consti tuted a course of business which operated a fraud
and deceit upon the Claimants. Claimants contended that Respondents were reckless and grossly
negligent by fa i l ing to exercise due care or to act in a prudent or reasonable manner in managing
their investment account. Claimants also asserted that Olde failed to maintain and enforce a
proper system of internal supervision oxer Morrow.

Respondents denied all of Claimants ' a l legat ions and maintained that any profits, or losses.
incurred by the Claimants in t h e i r account resulted solely from Joseph Korffs informed
investment decisions and operative market forces. Respondents maintained that they handled
Claimants' account in a diligent ana responsible manner. Respondents also maintained that
Claimants' account was not discretionary, and, therefore, only the Claimants could make-
decisions to buy, sell or hold their ^ecuniies. Respondents further maintained that the quantity
and nature of the recommendations made by Morrow were consistent with Claimants' investment
objectives and ab i l i t i es . Morrow ueniec Claimants' claim of unauthorized trading and
maintained that he did not enter an order to buy or sell stock unless and until it was expressly
authorized by Claimants. Respondents asserted that by not responding wi thin ten days of :he
alleged unauthorized trades. Claimants ra t i f ied all trades.

Claimants requested;

1. Damages in a precise amount to be determined at the hearing, but in excess of
S500.000.00. for osscs to their investment account, for lost income and capital
appreciation to said account, lor excessive commission charges to their account.
and for margin interest charges;

2. Exemplary and/or puni t ive damages in the sum of $1,000,000.00 for the charges
of fraud and »ross nculmence;



Respondents requested that the Statement of Claim he dismissed in its entirety, that they he
reimbursed for costs and at torneys" rc-jN. i,hal this action be expunged from Respondent
Morrow's Form U-4. and any oilier rerneoX the panel finds proper.

OTHER iSSLKS CONSIDERED & DECIDED

The parties have agreed th;st the A\v.rrd ni :his matter may be executed in counterpart copies or
that a handwri t ten, signed Award may •>;: entered. In either case, ihe parties have agreed to
receive conformed copies of the Award \vh;k: the original remains on file with the NASD.

-.WARD

After considering the pleadings, the tes t imony and the evidence presented at the hearing, ihe
undersigned arb i t ra to rs have decided n r'uJi and final resolution of the issues submitted for deter-
mination as f o l l o w v

1. Respondent Olde is nereby ;iable for and shall pay lo Claimants the sum of
$10,000.00 in compensatory damages. This award is assessed against Respondent
Olde only for f a i l u r e to supervise. The panel finds that Respondent Olde should
have taken addi t ional steps to contact its client regarding the type, nature, and
amount of t rading ; .u:t :vitv in the client account.

3. C la iman t s ' request lor p u n i t i v e damages is denied.

4. Each party sha l l hear its respective costs, including attorneys' fees.

5. AH other request for relief are hereby denied.

!YI FEES

Pursuant to Rule 10332(c) of the Code of Arbitrat ion Procedure, the arbitrators have determined
that NASD Regulat ion, Inc. wi l l retain the $250.00 non-refundable filing fee previously paid by
Claimants and have assessed the fol lo\viniz forum fees:

1. Claimants are hereby joint ly and severally liable for the sum of $3,000.00. representing
one-half of the total forum fees assessed. Claimants previously deposited $1,000.00 with
NASD Regula t ion , Inc. . and. therefore . Claimants shall pay the balance of $2.000.00.

2. Respondents are hereby jointly and severally liable and shall pay the sum of $3,000.00,
representing one-half of the total forum fees assessed.

3. Respondent Olde is hereoy l iab le and shall pay the sum of $500.00, representing the
member surcharge.

Fees are payable to NASD Regulation, f m _ .



Earle R. Frost, Jr.
Public Arbitrator - aimerson

Edward F. Si^geL B^y
Public Arbitrator

Leslie J. Fikon
Industn Arbitrator



Arbitrators'

Earle R. Frosi, j ; - . , JD^J
Public Arbitrator Chairperson

Edward F. Siegei, Bsq,
Public Arbitrator

Leslie J. Filson
Industry' Arbitrator

Date of Decision- February ]9, 1996



Arbitrators' Signatures

R. Frost, Jr.,
Public Arbitrate* - Chairperson

Edward R Siegel, Esq.
Public Arbitrator

ie L Filson x
Industry

Of Decision; February 19


