Award
NASD Dispute Resolution, Inc.

Inthe Matter of the Arbitration Betwsen:

David Daniels and Susan Daniel, (Claimants) ve. Michael S. Huber and
Waterford Capital, Inc. (Respondents).

Case Number: 99-04886 Hearing Site: Dallas, Texas

REPRESENTATIONOF PARTIES

Claimants, David Daniels and Susan Daniels, (‘Claimants”): Kevin P.Conway,
Esq.: Conway & Conway, located in New York, New York.

Respondent, Waterford Capital, Inc. (“Respondent Waterford”): George W.
Fazakerly, Esq. : Vial, Hamillon, Koch & Knox, located in Dallas, Texas.

RespondentMichéel Erwin Hut*')er"(;‘ﬁés(po;{dent Hubér“):_l-‘.‘ Steve Watson, Esq., Hosponviem

The law offices of E. Steve Watson, located in Dallas, Texas.

CASE INFORMATION

Statement of Claim filed on or about: Qctober 29, 1999, Statement of Amended
Claim filed on or about May 3, 1999.

Claimants David Daniels and Susan Daniels signed the Uniform Submission
Agreement: November 24, 1998

Statement of Answer filed by Respondent, Waterford Capital, Inc., on or about:
February 24,2000. Statementd Answer to Claimants’ Amended Statement of
Claimfiled on or about February 23,2000.

Respondent, Waterford Capital Inc. signed the Uniform Submission Agreement;
February 22,2000.

Statement of Answer to Claimants’ Amended Statement of Claim filed by
Respondent, Michael E. Huber, oa or about: May 30,2000.

The NASD has no record of Respondent, Michael E. Huber's signed Uniform
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Submission Agreement:

CASE SUMMARY

Claimants asserted causes of action includingthe following: Fraud, breachof
contract, breach of contractto repay a loan to Respondent Huber of $16,000.00;
breach of fiduciary duty, negligence, failure to supervise, violation of NASD rules,
violation of the Texas Deceptive Trade PracticesAct, Intentional infliction of
€motional Distress. The causes of action relate to purchases and sales of K-
Tel , Abel Telcom Holding Corporation, Quantum Cerp. stock in the Claimants’
account.

Unless specifically admittedin its Answer, Respondent Waterford Capital, Inc.

deniedthe allegationsmade in the Statementd Claim and assertedthe following

defenses: Claimants made an informed decisionto pursue their own investment

strategy; Claimantsnever place a limitorder; Claimantsaccepted and ratified all

transactions, thereby waiving their rightto object to them; A brokerdoes notowe

its nondiscretionaryaccountholders afiduciary duty; The account agreement

contains a choice of law provision, electing Minnesota, thereby preciudingany e o
claim underTexas law; The losses incurredby Claimants are dueto the riskyand -0

manipulationaf KTEL stock bythlrd partles hiot joined in the arbitration. _?:f%:w.rv fIx

_ Un|ess spet:.lf cally ad mltted |r| |ts Answer Respondent MlchaelE Huber denled L s!eﬁ
the allegatlonsmade inthe Statementof Claim and assertedthe followmg r
defenses: The Claimants came fo Waterford with experienceincluding prior
knowiedgeandexperience with shortsell:ng short term investingand margin.
They knew the risks and were will to put 5% o their networth inthis strategy; The
Claimants state that of the sight round trip trades during the two months their
trading assets were at Waterford, the four that were profitable (Broadvision,
Simone, Central Holding, Think New |deas and Bradley Phammaceuticals)were all
authorized and the four that were losers (KTEL, Able Telecom, Homecom an
Quantum) were all unauthorized. This selectivememory process indicatedthat
they wanted allthe rewards of trading but none of the downside; Huber admitsto
borrowing$16,000.90 from the Claimants and o not payingit back as «f yet, but
finds it perplexingthat Claimants would lend himthe money after having
experiencesunauthorizedtrades in their account.

RELIEF REQUESTED

Claimants requested:
Compensatory Damages 554, 916.00
Punitive Damages unspecified
Interest unspecified

Aftorneys’ Fees unspecified
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Other Costs unspecified
Other Monetary/treble damages: unspecified

RespondentWaterford requested:
Other Monetary/Non-Mcnetary Relief: unspecified

Respondent Huber requested:
Other Monetary/Non-Monetary Relisf: unspecifiad

QIHERISSUES CONSIDEREDAND DECIDED

Respondent Michael E. Huber did not file with the NASD Dispute Resolution, Inc.
a properly executed submissionto arbitration but is required to submit fo
arbitration pursuant to the Code and, having answeredthe claim, appeared and
testified at the hearing, is bound by the determination of the Arbitration Panelon
all issues submitted.

At the hearing, Claimants made a Motion for Summary Judgment on the issue of -

- ..Respondent Huber's failure.to pay back a sixteen thousand dollar ($16,000. 00}
-+ loanthat they allegedly made to: him. The panel heard arguments from all - TR
v« iparties and counsel. . After the panetconsidered the, arguments presented, they s

granted the Motion. - The award oE-sixteen thousarid doilars ($16.000.00) that
results from the rullng ofthe panel is detalled in the award sectlon below

(-\,.,:. E.t._;\ . X E}‘r

o The partles have agreed that the Award:in th:s mattermay be executed m
= counterpart copies or that a handwritten, ,s‘lgned_ Awarq may:be-entered.

After ooneideriﬁgthe pleadings, the testimony and evidence presentedat the
hearing, the Arbitration Panel has decided infull and final resolution of the issues
submitted for detemmination as follows:

1. That Respondents Waterford Capital, Inc. and Michael E. Huber arejointly
and severally liable for and shall pay to Claimants David Daniels and Susan
Daniels the sum of sixteen thousand, five hundred thirty four doliars ($16,
534.00) in compensatory damages plus 6% interestto accrue from April 21,
2000 untilthe award Is paid in full; and

2. That Respondent Michael E. Huber is solely liablefor and shall payto
Claimants David Daniels and Susan Daniels the sum of sixteen thousand
dollars ($16,000.00) plus 6% interest to accrue from April 21, 2000 until the
award is paid infull; and

3. Any and all relief not specifically addressed herein, including punitive and
treble damages, is denied.
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EES

Pursuantto the Code, the followingfees are assessed:
Filina Fess
NASD Regulation, inc. will retain or callect the non-refundablefiling fees for each

claim:
Initial claim filing fee = $225.00

Member Fees

Memberfees are assessed fo each member firm that is a party in these
proceedingsor fo the member firm that employed the associated personat the
time of the events giving rise to the dispute. 1n this matter, the member firmis a
parly.

Member surchargs = $1,000.00

Pre-hearing processfee = $600.00

‘Hearing processfee. =$1,500.00

... The A rbltra lon Panel assesses forum fees for each hear(ng sess:on conducted
A heanng sessnon is any meeting between the parties and the arbltrators

5 ineluding.a pre-hearing conference with the arbitrators, that Jasts four (4) hours
a0 Less Fees associated with these proceedingsare: | . o oo o sl

One (1) Rehearingsession with Panelx $750.00 o =$75u_oo

Pre-hearing conference(s): Date . 1 session
Five (5) Hearingsessions x $750.00 =$3,750.00
Hearing Date{(s): November 7,2000 2 sessions
November 8.2000 3 sessions
Total Forum Fees = $4,500.00

1. The Arbitration Panel has assessed $1,500.00 of the forum fees solely to
RespondentWaterford Capital. Inc.

2. The Arbitration Panel has assessed $1,500.00 of the forum fees solely to
Michael E. Huber

3. The Arbitration Panel has assessed $1,500.00 of the forum fees jointly and
severaly to Claimants David Daniels and Susan Daniels .
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Eee Summary

1. Claimants, David Daniels and Susan Daniels, be and hereby are jointly and

severally liable for:

Initial Filing Fee = $225.00
Forum Fees =$1,500.00
Administrative Costs =50

Total Fees =$1,725.00
Lesspavments =$975.00
Balance Due NASD Dispute Resclution, Ing. = $750.00

2. Respondent. Waterford Capital, Inc., be and hereby is solely liable for:

Member Fees =$3,100.00
Forum Fee = $1,500.00
Administrative Costs =30

Total Fees = $4,600.00
Less pavments - =$2.312.50
Balance Due NASD Dispute Resolution, In¢. =$2,287.50

4, Respondent Mlchael E: Huber»'be and hereby is solely liable for:
Forum Fee ' :

=§1.500 od-”

*-“"_f-'li“ L TR R

Balance Due NASD E)lspute Reselutlon Inc

_;‘ FH ,"."elf

Al balances are due to NASI Dlspute Resolutlon Inc.

Concurring Arbitrators’ Signature - -~

Delores Martin

Delores Martin
Industry Arbitrator, Presiding Chair

fsf Jerry Prestridge

Jerry Prestridge, Esq.
Pubiic Arbitrator

fs! James A. Hayden

James A Hayden
Public Arbitrator

-3150000‘

January 10,2001

S

Signature Date

January 11, 2001

Signature Date

January 12,2001

Signature Date

SGE gaenl deagepmis tneps b8 g o
S A Bre ohe
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Fee Summary

1. Claimants, David Daniels and Susan Daniels, be and hereby ars jointly and
severally liable for:

Initial Filing Fee = $225.00
Forum Fees = $1,500.00
Administrative Costs = %0

Total Fees =%$1,725.00
Lesspaviments =$0975.00
Balance Due NASD Dispute Resolution, Inc. =$750.00

2. Respondent, Waterford Capital, Inc., be and hereby is solely liable for:

Member Fees =$3,100.00
Forum Fee =%$1,500.00
Administrative Costs =$0

Total Fees = $4,600.00
Lesspayments =$2.312.50
Balance Due NASD Dispute Resolution, Inc. = $2,287.50

,,,,,,

coLesSpayments 0 ¢ = . =w$0 e s
"Balahce Due- NASD Dlspute Resolullon inc. . = $1 50000 ol

T T T
Rl bRl W T LatalE

Concurring Arbitrators’ Sionature

LOL&U.J e }-tlo-0f
Delores Martin Signature Date
Industry Arbitrator, Presiding Chair

Jerry Prestridge, Esq. Signature Date
Public Arbitrator

James A. Hayden Signature Date
Public Arbitrator
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Fee Summary
1. Claimants, David Daniels and Susan Daniels, be and hereby are jointly dnd
severally able for. : l
initial Filing Fee - = $22600 !
Farum Fees = §1.500.00
Administrative Costs N = $0
Total Fees =$1,725.00
Lesg payments _=3975.00
Balance Oue NASD Dispute Resolution, Inc, =$750.00
2. Respondent, Waterford Capital, inc., be and hereby is sclely hable for:
Member Feas = $3,100.00
Forum Fee = $1,500.00
Adminisirative Costs =
Total Fees = §4,600.00
: ts = $4.312.60
Helance Dus NASD Dispute Resofution, inc. = $2,287.50
w 4 Raspondem Michas! E. Huber, b and hefaby Issolely lablo forr . sl s
BTN Eqmmfﬁ , *$_§_BQQQ o Eem
Balame Due NASD D:sputa Rasnlutxon nec. - =, 500.00 S N R RTINS
LA balancesare tue to NASD Dispute Resolution, Inc o |
' Signaty
Oejores Martin Signafure Qe
industry Arbitrator, Presiding Chair
: /; 200
nature Date
James A. Hayden Signature Cale
Public Arbitrator
1007000 : ————— —_— D
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1. Claimants, David Daniels and Susan Daniels, be and hereby are jointly dnd
severally Eable for: }
Initia! Filing Fee =$225.00
Forum Fees =$§1.500.00 |
" > = $0
Total Fees =$1,725.00
Less pavments = §975.00
Balance Due NASD Dispute Resolution, Inc, = §750.00
2. Rmpondént,Waterford Capital, inc., be and hereby is solely liable for: |
Member Fees = $3,100.00 .
Forum Fee = $1,500,00
, =50
Total Fees =54,600.00
Less pgyments = 12.5
Balance Due NASD Dlspute Resolutlon, Inc. =$2,287.50.

S = Respmdént,Mmhaef E Hul?erz be and hereby is Sﬂlﬁl}’ hable for.

Forum!‘ee

ﬁ}‘iiﬁmﬁ{‘ﬂi i ] m
- HogmmFes

enﬁ -'__,15?-.‘

=S80 s Do ents

Balant:e Due NASD Dispute Resolution, Inc, -

ol AT balances’ ail"e due to NASD Dispute Resolution, Inc.’ ~ <+

con . & » u

Delores Martin
Industry Arbit

or, Presiding Chair

Jerry Prestrlng, Baq.
Public Arbltratcrr

CoRepml mpe faaa REA

nald e e i to

‘S—ignature Date

Signature Date

Signature L ate



