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NASD Regulation, Inc.

10 ihe Matter of ihc Arbitration Between

Name of f InJmanr

Case No. 96*04402

Names of Respondents

Nigel A. Ramsay
William Rotfgers
Sapemon Financial, Inc.
Justus Russell Sackett. Jr.
Conrad Hugh Laniz
Willard B. Sapersron
MarkBarbera
John D. Morgan

'->'BtiiiEst-M. Bush
Ramsay. Rodgers &Lamz,Ir»c; , f

4^&&^ "-^^^

REPRESENTATIQN OF PARTIES

For Claiinairt Auldg^ ("Auldgw1'): Engcoc Mkhacl Kennedy, Esq.T
, Florka. ,

For Respoodcnc Nigel A. Ramsay ("Ramsay"): Howard A. Tescber. Esq, of Kipnis Tescher
Lippman & Valiosky, Fon Laudcrdalc, Florida.

For Respondents Sapernon Financial, Inc. ("Saperacm Financial") » Justus Russell 5ac3ccn, Jr.
CStttetT), Willarf B. Sapeiswn ("Saperston") ana Made Barbcra C-Barbera'*): Pattick G.
f inegan, Jr., Esq., Washington. DC.

For Respondent Ramsay. Bafen & Laniz, Inc. ("RRL, Inc. ">; William Rodgets, CompUance
Officer,

Respondents William Rodger* ("Rodgeis"), Conrad Laniz ("Lantt") John D. Morgan
("Morgan") and Earnest M. Bwh ("Bush") appeared pre » COiher Issues").

psff ORMATIQN

Siaiemeni of Claim filed on: October 2, 1996.
Amended Siatement of Claim filed on: January 27, 1997.
Second Amended Statement of Claim filed on: February 10, 1998.
Claimant's Submission Agreement signed on: January 9, 1997 by Yves Bruderlein, Director,
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oo behalf of the firm.
Statement of Answer filed by Respondent Ramsay on: December 30, 1996.
Respondent Ramsay signed the Uniform Submission Agreement on: December 30. 1996.
Respondent Ramsay's Response to the Amended Statement of Claim filed on: February 6,
1997.
Respondent Ramsay's Response to the Second Amended Statement of Claim filed on:
February 18, 1998.
Statement of Answer filed by Respondent Rodgers on: December 31, 1996.
Respondent Rodgers* Response to Claimant's Second Amended Statement of Claim filed or.:
April 4, 1993.
Respondent Rodgcrs signed tbe Uniform Submission Agreement on: December 31, 1996.
Respondents Saperston and Sacfcen filed A joint Statement of Answer on: March 6, 1998.
Respondent Sapersioo signed the Uniform Subr.fesion Agreement on: March 6, 1998.
Respondent Sackett signed tbe Uniform Submission Agreement on: March 6, 1998.
Statement of Answer of Respondent Sapemon Financial Hied ott December 24, 1996.
Respondent Saperston Financial'3 Uniform Submission Agreement signed on: December 24.
1996 by J. Russell Sacken, Jr., V.P., Chief Compliance Officer, on behalf of the firm.
First Atnended Answer of Respondent Sapersura Financial filed on: January 31, 1997. ;:: >-
Rcsppndeiua^odgers, Laiicz» Morgan, Bushp and RRL. Inc. did npvfite Statements of^&F&feC^
Answer or Uniform Submission Agreements. ;.,,,^^^^<4^

4i , /. ^CASK SUMMARY ~ - ^ ..-T ri^,...^.....^

Qaimant alleged the following: The Statement of
Regulation, Jnc, as the result of extensive losses amounting to more than 89%
$329,000.00 account at ihePahn Harbor, Florida office of Respondent Sapersion Financial in
a period of approximately eight months. During the shon Ufetime of tbe account, die ;
Respondents churned the account with an annualized uutiover ratio of more than 45.5 limits
with wholly unauthorized, frequent trading Transactions completely unsuitable 10 tbe
objectives clearly stared by the OaJnsJt'sagent, Mr.Beverly Oaws, ("Gates") 10 ihc
Respondents at fe rime the account was opened. Tbe Respondents, in addition to chuminfi
the account, repeatedly misrepresented the condition of the account to the extent of providing
false "statements'1 to the Claimant's Honed States agent who bad sole authority over the
account, and failed entirely to prevent the illicit, damaging activities in the account effected
by die registered representative, Respondent Ramsay. There was, esscnqatty, no meaningful
compliance by these Respondents with applicable rules and regulations, or even wich ibe
mandates of their own procedures manual, put in place to protect public customen from tbe
misconduct and omissions presented in this arbitration proceeding.

Throqgbout the life of Claimant's account. Respondents had control of the account ad
knowingly concealed from Claimant's agent, Gates, the true status of the account through,
false oral and wrinen scaormenw. Until on or about July 25, 1996, Dates was without
knowledge of Respondents' misconduct Respondent Sapercion Financial and the control
penon Respondents. SapejsioD. Sacken, Rodgen and Laniz, knew, or should have Icnowia
that a multitude of flwr trades in the account wece, in fact, unauthorized. Each of ihose
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control person Respondents, knew, or should have known that ihe Palm Harbor office of
Sapenton was not economically viable without massive commissions generated by the
churning of she few client accounts the office did have.

The pattern and practices of Sapersion Financial demonstrate a number of compliance failures
in both public customer accounts and in the personal account of Respondent Ramsay. None
of the control person Respondents took any meaningful steps whatsoever in the face of the
ongoing, enormous losses in the account and, in the face of comparable losses in the
accounts of cliews of the Palm Harbor office, to ensure an absence of broker, principal or
compliance misconduct by all of the Respondents. Over The approximately eight moiUFh life of
Claimant's account, ifce accoum was turned over massively, without the prior knowledge awl
consent of the Claimant. Of the approximately $289.000.00 lost in the process by the
Respondents, approximately $66,000.00 or 23% was tatevxy (he Respondents as trade
commissions.

All of the individual Respondents are jointly and severally liable for Claimant's damages for
failing 10 implement, or ignoring die detection and prevention ptovhions of their own : :
procedures manual and for failing to ensure thai Claimants account was not. in feet, being : -; 7

.-wiongfiillg ctoirncd^with transaction
fo faUing 10 prevcm ite conccalinent ^ to prevent ^rfaifog K^pr^v^
Claimant's representative from knowing the extcia of ihe damages wfficad upon
account during the eight or nine month period ai issue- H-^'^

:KJ^n40».$ft|N^^ Sapersion; Sackert aD^Bwrtera alleged the following: :.&s.^^ |̂̂ j$
Auldgatef v Director, Yves Bruderlein ("Brud>rteinf),% a-lawyer widi a fiduciary prankeMriag*^'s tesctor
Geneva, Switzerland and Claimant's alleged agent, Gates; has a PaiaeWcbQer, Inc. account •-
and used margin and craded the same securities as in Claimant's account at Sapersion ^ - ::
Financial. Both Bcudcrfcin and Oaten maintained lhai they were ignorant of American
markets in 1999, despite their obvious sophistication with diverse investments. Auidgate was
really under the control of Dates who had brokers, lawyers and accountants in ihe United
State* and Europe and was indebted TO a British bank. Oaies was in daily contact with
Respondent Ramsay and never complained 10 management until losses had occurred in
Claimant's account. The inclusion of Respondents Sapeiston, Barbera and Sacken was a
deliberate act of malice by Claimant knowing that die firm bad gone out of operation. Toe
inclusion of those individuals was not supported by an? evidence.

Respondent Ramsay denied UK material allegations of wrongdoing contained in die
Statements of Claim and alleged that the emite arbitration proceeding was an attempt by
Claimant and its agent. Gates, to consummate an extortion. Respondent Ramsay ftuiber
maintained that the Claimant received a confirmation for each and every trade in toe account
as well as a monthly statement and that as a result. Claimant was fu($y informed of all
activities in its account. As a result of ihreats of physical harm, Ramsay furnished Dates with
inaccurate screen prims from Saperston Financial'* computer showing inconect account
balances. Ramsay asserted foe affirmative defenses of unclean handi, acquiescence, waiver
and estoppel, ratification, comparative/contributory negligence and assumption of risk.
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Claimant requested compensatory damages of approximately $457,245.00, uebte damages,
punitive damages, interest at die legal rare, attorneys' fees, costs and such other relief

appropriate by the panel.

Respondents Ramsay, Rodgen. Sapersioo, Sactei and Saperston Financial requested thai a;)
claims against them be dismissed.

OTHER JSSUES COf^tDERED AND DECmED

1. Prior to the evidentiary hearing, the arbitration panel gramed Rt;. undent Morgan's
Motion to Dismiss.

2. On April 16. 1998. Claimant filed with NASD ftegulation, Jpc. iis Norioeof
Voluntary Dismissal-of Respondent EarPeu M Bmh. without

t Respoirtems Rodgera airi^I^^ Upon review

Rodgers and Lantz were properly
: of Claim Jmdreceive4 due notice of ihc bearing, and that arbicratkm of

maner would proceed without stid Respondents preset*, in accordance widx the
iKri&g^ite^ -^^-^n

ir?an

4.

5.

. . ..
Respondents Rodgers, .-Lanz; Morgan^ Bush aod RRL, Inc. did ooc file Scatemencs of
Answer a«l did not file with the NASD JUgulaiiOn, Inc. Office of Dispute ResolutiDD
properly executed Submission Agreements but irt required co submit co arbitration
pursuani 10 the Code and are bound by the determination of the Panel on all issues
submitted.

During the hearing on November 20, 1998, itu- arbitration panel granted Respondent
Barbenfs Motion 10 Dismiss and request that his Central Registration Depository
("CRD") record be expunged of all references to this maner.

The parties present at the hearing have agreed that the Award in this matter may be executed
in counterpart copies or ihai a handwritten, signed. Award may be entered.

After considering the pleadings, the Testimony and evidence presented ai the hearing, and the
post-bearing submissions (if any), the Panel has decided in full and final resolution of ihr
issues submitted far determination as follows:

1. Respondents Ramsay, Rodgers, Lautz and RRL, Inc. are found liable, jointly and
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severally, and shaH pay to Claimantthe sum of $174,805.00.

2. Responded Sapeiwn Financial, Sapcrstan, and Sactet arc found liable, jointly god
severally, and shall pay to Claimantthe sum af $19,423.00.

3. Claimant's cequens for punitive damages, pre-judgrnei* tmwsi, attorneys* fees and
COSTS are hereby denied.

4. The Panel recommends the «pungrnenl cC all references to the above-capttoncd
arbitration from Respondent Barbera's CRD records roainwiwJ by the NASD with
ihe undersiaqding that pursuant io NASP Notice to Members 99-09, Respondent
Barbeia must obtain confirmation from a court of competent jurisdiction before the
CRD will execute the eTtpunmem directive.

Any other claims far relief not specifically addressed herein are denied.

^V*tv.-C ".. . .. . J , - . . . . . ^ ..,.., - ^» . j -.
*.̂ . y,-&;

Z^^SiEJS^^
^^y^'ifcv^Dl]^ ?-', ... ,,_...^,._, .-, <., VK ^,-, - - . •••-,*" *«V?VW.-.-.,-^-f .V7lK,^vi***Plvi?*i4Ur

Member fees are assessed to each member Him that is a parry in these proceedings or to toe
member fine that employed the assoeiaied persons, at the time of the events giving rise co the
dispure- In this matter, tfw member firm, Sapersion Finaucial. is a parry.

Member surcharge = $500.00

Fttt
Adjournment requested during these proceedings;

February 9, 10. 11. 12 art 13, l998v adjournment by Claimant $1,000.00
March S. 9, 10, U, 12 and 13, 1999, adjournment by Claimant $ 300.00
(Second adjournment fee reduced by prod}.

ffcca and Assessments
The Pane] assesses fonmt fees for each bearing session conducted. A bearing session is iiny
meeting between ihe parties and ibe arbirraion, including ft prc-bearin£ conference with tbe
aibttntors, ihai tests four (4) hours or leas. Fees associtted with these proceedings are;

Six (6) Pie-hearing sessions wUb Panel x 11,000.00 - $6.000.00
Pre-hearing conference <ta«s: April 15, 1097 1 session

June 2, 1997 I session
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April 3, 199S 1 session
July 211 1998 1 session
October 5, 199S I session
November 5. 1999 1 session

Nineteen (19) Hearing sessions x 51,000.00
Hearing dates; November 16, 1998

November 17, 1998
November 18, 1998
November 19.1998
November 20. 1998
November 15. 1999
November 16,1999
January 17,2QOQ
January 38,2000
frimptY JO, ?flflQ

Total Forum Foes

= $19,000.00
2 sessions
2 sessions
2 sessions
2 sessions
2 sessions
2 sessions
1 session
2 sessions
2 sessions
2 sessions

= $25,000.00
^-^ •< •

JIT* ParfTWs assessed $12,500.00 of the forum fees w> paimam.
The Panel has assessed $12,500.00 of ibe fonun fees joinily an) scvenOJy TO Respoodenu

lo:., Ramsay, Rodgers, ^B2t Sap«wn FtnanciSi;5aperSKm and Sacken.

Fee Summary

Claimant be and hereby is solely liable for:
Initial Filing Fee: i"'
Adjournment Fees
Forum Fees
Tool Fees
\jt& payments
Balance Due NASD Regulation, Inc.

Vj 250.00
==$1,500.00
- 112,500.00
- $14,250.00

- $ 6,700.00

Respooieoi Saperston Fmaocial be and hereby is solely liab)c for:
Member Feea = $500.00
Total Fecj ^ $500.00
Igsspymen^ = ^500.00
Balance Due NASD Regulation, Inc. = $ 0.00

Respondents RRL, Inc.. Ramsay, Rodgns, Lincz, Sapcnaoji FinanciaV, Sapemonand
Sacken be and hereby atr jointly and severally liable for;

Forum Fees =$12,500.00
Towl Fees =$12.500.00
LfcMPavmenis = 4 850 00
Balance Due NASD Regulation, Inc. =$ 7,650.00
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All lalances are due and payable 10 NASD Regulation, Inc.

Concurring Arbil

/s/
Sran West Signature Dale
Public Arbitrator, presiding Quir

/s/
Douglas Dclanoy. Jr. Signature Date
Industry Artitrawr

Cornelius P, Maboo —* ̂  - ., --, ̂  , - ^^ Signacuie Dau

March 9. 1000
Dale of Service

.1 3 t „ „__
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Alt balances art due and payable to NASD ReguUcion,

Concurrjny Aybkrat^yy*

Conrliiw P. Mabon
Public Arbitrator

Pate of Service (For NASD office use oply)

SOD West Signanvrt Date
Public Arbioacor, Pitsidlng Chair

Douglw OcUnoy, Jr. d Q Signature
Indusuy Arbitntor
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