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1o the Marer of che Arbitration Berween
Name of Claimag:
Auldgate Invesmmens, Lid.

Case No. 96-04402
Namgs of Respopden

Nigel A. Ramsay
William Rodgers
Sapersion Financial, Inc.
Justus Russell Sacket, Jr.
Conrad Hugh Lamz
Willard B. Sapersion
Mark Barbers

John D.Morgan - - -

For Respondent Nigel A. Ramsay ("Ramsay”): Howard A. Tes:het Esq. ufKtpms Tesx!her
Lippman & Valimky, Fort Lauderdale, Florida.

For Respondemrs Saperston Financial, Inc. (*Sapersion Fipancial™), Justs Russell Sacken, Jr.
(*Sacken”), Willard B. Saperston ("Saperston™) and Mark Barbera ("Barbers™): Pauwick G.
Finepan, Jr., Bsq., Washington, DC.

For Responders Ramsay, Rodgers & Lamy, Inc. ("RRL, Inc."): William Rodgers, Compliance
Officer.

Respondents William Rodgers {"Rodgers”), Conrad Lanz {"Lamz"} John D. Morgen
("Morgan") and Eamest M. Bush {“Bush™) appearcd pro s¢.  (*Ouhey Issues™). .

CASE INEORMATION

Suarement of Claim fijed on: October 2, 1996.

Amended Sistemen of Claim filed on: Jamuary 27, 1997.

Second Amended Smtement of Claim filed on:  February 10, 1998,

Claimant’s Submission Agteement signed on: January 9, 1007 by Yves Brud:rlm, Director,
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~ First Amgnded Answer nf Respandent Slp:rsmn an:tui filed on: Jnnmry 3, 1997,
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op behalf of the firm.

Starement of Answer filed by Respondent Ramsay on:  December 30, 1996. -

Respandent Ramsay signed the Uniform Submission Agreement on: December 30, 1996,
R;;pj’nndem Ramsay's Response 10 the Amended Sraternenc of Claim filed oa: February 6,
1997,

Respondent Ramsay's Response 1o the Second Amended Statemen of Claim filed on:
Febmary 18, 1998,

Statemen: of Answer filed by Respondent Rodgers on: December 31, 1995.

Respondent Rodgers” Response 1o Claiznan’s Second Amended Smiement of Claim filed or.:
April 4, 1998

' R;spondem Rodgers signed the Uniform Submission Agreemem on:  December 31, 1996.

Respondents Saperston and Sacken filed a joinr Statement of Answer on: March 6, 1908.
Respondent Sapersion signed the Uniform Subnfasion Agreement on: March 6, 1998.
Respondent Secken signed the Uniform Schmission Agreement on: March 6, 1998.
Suement of Answer of Respondent Sapersian Finapcial filed on:  Deceynber 24, 1996,
Respondent Saperston Financial's Uwmiform Submission Agrecment signed on: Dmmber ‘M : S
1996 by ). Russel] Sacken, Jr., V.P., Chief Compliance Officer, on behalf of the ﬁm: S

_Clalman .allenge fnllo ) i
‘ .Regulatmn, Inc. as the result of extensive losses amounting fo more than 89% of Claiman's™ 2. STHI Ik

" $329,000.00 account at ike Paim Harbor, Florida office of Respandent Sapersmon meal ) SRR
a petiod of approximarely eight months. During the short lifetime of the accaunr, the PoE mee

L imr of cnam,' as‘memeg es  fted wit NAYD

Respondents churned the accounr with sn annustized mmover ratio of more than 45.5 times
with wholly unauthorized, frequent trading rransactions completely unsuirable to the
abjectives clearly stated by the Claiment's agent, Mr', Beverly Oazes, ("Oates”) 1o the
Respondents at e time the account was opened. The Respondents, in addition 1o chiming
the account, repeatedly misrepresemed the condition of the account @ the exwnt of providing
false "saements” to the Claimam’s Dnited Srares agent who bad sole authority over the
account, atd failed entirely o prevent the illicit, damaging activities in the accouns cffecred
by the regisiered represeniative, Respondent Ramsay. There was, tstutinlly, no meaningful
compliance by thess Respondents with applicable rules and regulatons, or even with the
mandates of their own procedures mamual, put in place 10 protect public customers from the
miscondnct 208 omissions presented in this arkitration proceeding.

Throuphout the life of Claimams sccount, Respondents had contral of the accounr axl
knowingly concealed from Claimant’s agent, Oates, the true stamis of the account through.
false oral and written statements. Until on or apowt July 25, 1996, Dates was withou!
knowledge of Respondents’ misconduct. Respondent Sapersnun Financial and the coarrol
person Respondems, Sapersion, Sacken, Rodgers and Lantz, knew, or should heve known
that a multinkie of e trades i the account weme, in fact, wnanhorized. Each of those
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contro] persen Respondents, Joew, or should have known that the Palm Harbor office of
Sapersion was not cconomically viable without massive commissions gencraced by the
churning of 1he few clicnt sccoums the office did have.

The pariern and pracrices of Sapersion Financial dexnonsirale a number of compliance failures
in both public customer accounts and in the personal account of Respordear Ramsay. Noue
of the contso] person Respondents 100k any meaningful sieps wharsoever in the face of the
ongoing, sporrnous losses in the account and, in the face of companble losses in the

accounts of cliewss of the Palm Harbor office, to ensure an abscace of broker, principaj or
compliance miscondocy by all of the Respondents. Over the approxunately eipht monyh life of
Claimant’s accoumy, the accoun was mraed over massively, without the prior knowledge and
consent of the Claimant. Of the appeoximately §289,000.00 lost in the process by the
Respondents, spproximaiely $66,000.00 or 23% was wken'Z; the Respondents as uade
commissibns.

All of the indivioual Respondenss are joioly and scverally liable for Claimant’s damages for -
. failing 10 implement, or ignoring the deection and. prevention provisions of their own -~

- procedures mammat-and - for failing 1o ensure thar Claimant’s abcount was nor, in face, being
‘wmngfuux,crnund thh iransactions uusmtahl:,m Claimaat’s: stated atcount objectives. aﬁﬁ»

. ~-Avldgase’s. Director, Yves Bruderlein (*Bruderlein?); <is w Jawyer with a fiduciary Wmﬁy »'s. Usc:m-uw
.. - Qeneva, Switzerland and Cluimant's alleged. agent, Oates;-has a PaincWebber, Inc. accounr = -, »~50 i s
- and used margin apd aded the sate securities as in Claimam’s account at Ssperston = U 1 o o

Financiz). Both Bruderiein and Oates mainmined that they were ignorans of Amesican
markers in 1999, despire their obvious sophistication with diversc invespments. Auldgaie wus
really under the control of Oates who had brokers, lawyers and sccounants jn the United
Swates and Europe and was indebred 0 & British bank. Qafes was in daily concact with
Respondenr Ramsay and acver complained fo managemens until losses had occurred in
Claimant’s account. The inclusion of Respondents Sapersion, Barbera and Sacken was a
deliberate art of malice by Claimam knowing that te firm had gone out of operation. The
inchision of those individuals was not supponed by any evidense,

Respondent Ramsay denied 1he maerial ajicgasions of wrongdoing contained in the
Statemems of Claim and alleged thas the entire arbitration procerding was an agempt by
Claimnant &ad its agemm, Oaies, 10 copsmamare an extorion. Responden: Ramsay funher
maintained 1hat the Claimant received a confirmarion for each and every Made in the account
as well as a monitly statement and that as a tesult, Claimam was fully informed of afl
2CTIViNEs in its acconnt. As a resuly of hoeats of physical barm, Ramsay fumished Qates with
inaccuraw sceeen prings from Saperston Financial's computer showing incorvect accoun
balances. Ramsay asseried the affirmative defenses of unclean hands, acqiiescence, waiver
and estoppel, rasification, comparative/comriburory negligence and assymption of risk.
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- BELIEF REQUESTED
Claimam requested compensatory damages of approximately $457,245.00, uchic damages,

punitive damages, incerest at the legal raw, anommeys” fees, costs and such other relief
detned appropriaie by the panel.

Respopdemis Ramsay, Rodgers, Saperston, Sacken and Sapersion Financial requested thay ail
claims against thew be distissed.

1. Prior 10 the evidenriary hearing, the arbitrarion panel granted Re:  ondent Morgan's
- Motion 1o Dismivs,

2. OnApnl 16 1998 ChmmﬁldmrhNASD R:s\ﬂmun. itsﬂgugg_gf
} ,V s \ denr By gt B us!

-;Rﬂpotldenrs Rndgm l.am Morgan, Bushand RRL lnc dld not Ele Srmmams of

.- Answer and-did oot file with the' NASD Regulation, Inc. Office of Dispuie Resolution . =0 o 0 0
properly executed Submission Agreements but are required (0 submit fo arbitration :
pursnant 10 the Code and are bound by the dejermination of the Panel on all issues
submnitted.

5. During 1he hearing on Navember 20, 1998, the arbivation pane] gramed Respondent

Barbera’s Motion to Dismiss and request that his Centyal Registrarion Depository

("CRD™) record be expunged of all references w this mancr.

The parnies present &1 the hearing have agreed thar the Awasd jn Miis maner may be execured
in coumterpart copics or that a handwrien, signed Award may be entered.

AWARD
After considering the pleadings, the restimony and evidence presented at the hwmg, and the
post—htmng submissions (if any), the Panel has decided in full and final resolution of e
issues submined for determinadion as follows:

1. Respordenrs Ramsay, Rodgers, Lantz and RRL, Inc. are found lable, joimly and
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severally. and shall pay 1 Claimant the sum of $174,805.00.

2. Responderss Saperston Financial, Saperston, and Sacker are found liable. jointly and
severally, and shall pay 10 Claimant the sum af $19,423.00.

3 Claimant’s requests for punitive damages, pre-judgment imierest, artomeys® fees and
tosts are hereby denied.

4, The Panel recommends the cxpungment of ali references ta the abave-captioned
arbitration from Respondent Barbera’s CRD records maimained by the NASD with
the underslanding that puriuant Io NASP Notice to Members 99-09, Respondent
Barbera must obtain confirmation from a court of compeent jurisdiction before the
CRD will execute the expiingmen ditective.

5. Ay other claims far relief not specifically addressed herein are denied

_Mmmfmmmmdmmhmmmﬁmmuapwmﬂmpmxdmormt'u.

 dispute. In this mager, the meinber firm, Sapevsion Financial, is a pany.
Member surcharge = $900.00

Adjoyrpmege Fres
Adjouwrnments requesied during these procecdings:

Februsry 9, 10, 11, 12 ang 13, 1998, adjourmmens by Claimamn: $1,000.00
March 8. 9, 10, 11, 12 sud 13, 1999, adjouvrnmerns by Clairmary 3 300.00
(Second adjovmenent fee reduced by panel). ,

Therlmmfnmmfecaformhheuingmmmndum A hearing session is iny
mmmmmmmsmmmmm.mmummcmfm{mmm the
arbimrators, that lasis four (4) hours or less, Fecs associated with these proceedings are:

Six {6) Pre-hearing sessions with Panel x §1,000.00 = $6.000.00
Pre-hearing conference dates: April 15, 1997 1 session
June 2, 1997 1 session

¢ . member frm s emplayed the associisd persons st the tie of the evems giving fne o the .. -
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April 3, 1998 1 session
July 21, 1998 1 session
Ocyober 5, 1998 1 sessiop
November 5, 1998 1 session
Nincteen (19) Heariog sessions x $1,000.00 = 319,000.00
Hearing dates: November 16, 1998 . 2 sessions
November 17, 1998 2 sessions
_ November 18, 1998 2 sessions
November 19. 1998 2 sessions
November 20. 1998 2 sessions
November 15, 1999 2 sessions
November 16, 1999 1 session
January 17, 2000 2 sessions
{nmnry 18, 2000 2 sessions
lanyary 18, 2000
 Total Forum Foes .~

| ‘fc]a.mbe and hereby is solely l.ablefor--r'*?-* S | LT
. Inite) Filing Fee .0 N S

Adiovrament Fees o = § 1,500.00
Fomumn Feas = $12,500.00
Tosa] Fees = $14,250.00
Lass pavmenty =3%71330.00
Balance Due NASD Regulacion, inc. = % 6,700.00
Respondest Saperston Financial be and hereby is solely liabie for:
Member Fees = $500.00
Tomal Feey = $500.00
J.ess pavinenty =3300.00
Ratance Due NASD Regulation, Juc. ) = % 000

Respondems RRL, Inc., Ramsay, Rodgers, Lanz, Sapersion Financial, Saperston and
Sacken be and hereby arc jointly and severally liable for:
Forum Fees =$12,500.00
Toral Fees =$12.500.00
Less Payments = 485000
Balance Due NASD Regulation, Ine. =% 7,650.00
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All balances are due and payable 10 NASD Regulation, Inc.

Copcurying Arbit

Isi _
Sap West _ Signamze Date
Public Arbitrator, Presiding Chair

I8t

Pougias Detanoy, Jr. . Sigramre Dare
Industry Asbitcator |
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Cossarzing Arhinsters' Lisbre




