< ‘N1/28/2008 14:27 FAX

Award
NASD Dispute Resolution

———

Boos/018

In the Matter of the-Arbitration Between;

Narramora Chrigtian Foundation, Claimant v. Wedbush Morgan Securities Inc. e{nd

Michael P. Farah, kespondents

Wedbush Morgan ecurities Inc., Cross-Claimant v. Michael P, Farah, Cross-

Respondent ,
Case Number: 04-)5032 Hearing Site: Los Angeles, Califomla
|

Nature of the Dispute: Customer v. Member and Associated Person
Member v. Associated Person

REPRESENTATION OF PARTIES

Far Claimant: | Brian L. Zagon, Esq.
Resolution Law Group, P.
Lafayette, California

For Respondent / Cross-Claimant
Wedbush Morgan $securities Inc,

("Wedbush Morgan®); Jerry . Phillips, Esq.
Kenneth S. Ingber, Esq.

Loeb & Loeb LLP
Los Angeles, Calfomia

For Respondent / Cross-Respondent
Michael P. Farah (“Vichast P. Farah®): - - David Harrison, Esq.
- Spivak & Hamison

' e Los Angeles, California

CASE INFORMATION

Claimant's Statement of Claim filed: July 13, 2004
Claimant's Amended Statement of Claim flled: December 6, 2004
“ Claimant's Uniform*Submission Agreement signed: May &, 2004
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Wedbush Morgan's Answer to Statement of Claim filed: October 28, 2004

Wedbush Morgan's Cross-Claim fited: July 5, 2005

R

~Wedbush Morgan'e Uniform Submission Agreement signed: September 13, 20
Michael P. Farah's ‘Answer to Statement of Claini filed: October 28, 2004

|
Michael P. Farah'’s Answer to Cross-Claim filed: August 23, 2005 |
) [}
r

* Michael P. Farah’s Uniform Submission Agreement signed: September 13, 2004,
MMARY !
: |

In the Statements of Claim, Claimant alleged breach of fiduciary duty, fraud, negligent
misrepresentation, negligence, unsuitabllity, fallure to supervise, breach of contratt, and
violation of Cal. Co:ps. Code sections 25401, 25501, and 25504. Claimant's claims
involved Investmen:s In collateralized mortgage obligations.

Unless specifically admitted in its Answer o the Statement of Clalm, Wedbush Mchgan
denled the allegations set forth in Claimant's Statements of Clalm and asserted vhrious

affirmative defensss,

In the Cross-Claim, Wedbush Morgan salleged express indemnification, implied
equitable indemnifixation, interference with contractual relations, interference with
prospective econornic advantage, intentlonal misrepresentation, negllgant
misrepresentation, and breach of contract.

arah
rious

Unless specifically admitted In.his Answer to the Statement of Claim, Michael P, f
denied the allegaticne set forth in Cleimant’s Statements of Claim and asserled v

affirmative defenses.

D e ., |

Unless specifically admitted in his Anawar to the Cross-Claim, Michael P, Farah dened )
the allegations set “orth In the Cross-Claim and asserted various affimative defenses.




- 1172872006 14:28 FAX @007/018
!

NASD Dispute Resoluton
Arbitration No. 04-05082
Award Page 3of8

RELIEF REQUESTED

In the Statement of Claim, Claimant requested $1,033,028.54 in compensatory
damages, unspscibed punitive damages, pre- and post-judgment interest, and costs,
including attorney’s fees, In the Amended Statement of Ciaim, Claimant increasdd the
request for compensatory damages to $1,350,245.83, or |n the alterative, rescission
damages in the amount of $1,430,426.96.

In itg Answer to the Statement of Claim, Wedbush Morgan requestéd dismissal o
Claimant's Statement of Claim in its enfirety and costs, including attorney’s fess.

In its Cross-Claim, Wedbush Morgan requested express and equitable indemnifidation
for all losses and lixbilities sustained in connection with named arbitrations, unspgcified
compensatory danmages, unspecified punitive damages, and costs, including attofey's

fees.

In his Answer to the Statement of Claim, Michael P. Farah requested dismissal o
Claimant's Statement of Claim in its entirety and costs, including attorney’s fees.

In his Answer to the Cross-Clalm, Mlchael P. Farah requested dismissal of the Crpss-
Cialm and costs, inzluding attorney’s fees,

D AND DECIDED

On December 6, 2004, Claimant flled an Amended Statement of Claim pursuant fo the
NASD Code of Arbttration Procedure ("Code") Rule 10328(a).

On November 2, 2004, Claimant and Claimant's counsel signed a Waiver Agreement
expressly walving eny and all rights and benefits under California Civil Code Section
- 1542 and the California Ethical Standards for Neutral Arbitrators.

Pursuant to the Code of Arbitration Procedure IM-10100, the walver of the Claimant
shall constitute and.operate as a walver for all member firms and essociated perspns
(including terminated or otherwise inactive member firms or associated persons)

against whom the laim has been filed.

S L
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On July 5, 2005, Wadbush Morgan flled an Application for Panel's Consent to Fil
Cross-Clalm Against Michael P. Farah, On July 29, 2005, Claimant filed a resporise to
Wedbush Morgan's application. On August 1, 2005, Michael P, Farah filed an
Opposition to Wedlush Morgan's application. On August 3, 2005, Wedbush Maran
filed & Reply to Rerponse of Claimant to Application for Panel's Consent to File Gross-
Claim Against Michael P, Farah, Also on August 3, 2005, Wedbush Morgan flled|a
Reply to Michael P Farah’s Opposition to Application for Consent to File Cross-Claim.
On August 16, 200., the Panel and parties held a telephonic pre-hearing conference o
hear oral argument.on Wedbush Morgan's application. On August 18, 2006, the Panel
Issued an Order grinting the application to file the Cross-Claim only as to matte
involving this Claimsant.

On August 28, 2008, Claimant dismissed Michael P. Farah from this matter withopt
prejudice. On Augkst 31, 2006, Wadbush Margan dismissed the Cross-Claim agginst
Michael P. Farah. In September 13, 2006, Michae! P. Farah filed a notice that h

~ consented to beingédismissed without prejudice in this matter.

The parties agreed that the Award in this matter may be executed in counterpart ¢opies
or that a handwritten, signed Award may be entered.

AWARD

After considering the pleadings, testimony, and evidence presented at the hearing, the
Panel decided in fuld and final resolution of the issuas submitted for determination as

follows:

1) Wedbush Morgan Is liable to and shall pay Claimant the sum of $1,137,387.00 in
compensatory damages.

2) Wedbush Morgen |8 lisbie to and shall pay Claimant the sum of $80,822.20 in/costs,
including expertwitness fees. : '

3) Exceptas awarded above, the partiee shall bear their respective costs, includipg
attorney's fess. - Lo

_ 4) All other relief requested and not expressly granted is denied.
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EEES

Pursuant to the Cole, the following fees are assessed:

Filing Fees -
NASD Dispute Resnlution received or will collect the non-refundable filing fees fo

claim as follows:
Initial Claim fling fee =$
Wadbush M3rgan’s Cross-claim filing fee = § 2,000.00

Member Fees
‘Member fees are atsessed to each member firm that i3 either a party in the matter or

an employer of a regpondent associated person at the time of the events that gave rise

to the dispute, clalr, or controversy. Accordingly, the member firm Wedbush Motgan is

a party and the follewing fees are assassed:
Member Surcharge
Pre-Hearing:Process Fee _ =
Hearing Prowess Fea : =
Total Member Foes : =

Adlournment Fees:

Thae following adjovnment fees are assessed:

July 14-15, 2005 hearlng édjoumment requested
by Wedbush Morgan = $ 1,.200.00
March 20-31. 2006 hearing adjournment requested by Claimant = $ 1,200.00

The Panel assessed $600.00 of the adjoumment fees to Wedbush Morgan.
The Panel assessed $600.00 of the adjournment fees to Michaa! P. Farah,
The Pansl waived $1,200.00 of the adjournment fees.

Wh

' Fees apply when a-nearing on the merits Is postponed or settied within three business
days before the start of a scheduled heating session:

March 20-31. 2006 hearing adjoumment =$ 300.00
- The Panel Qvaived $300.00 of the three-day cancellation fees.
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Forum Fees and Assessments -

The Pane) assessed forum fees for each session conducted or each decision renldered
on a discovery-relaied motion on the papers. A sesslon is any meeting between the

parties and the arbrator(s), including a pre-hearing conference with the arbitratoi(s),
that lasts four hours or less. Fees associated with these proceedings are:

3 Pre-hearing conférence sessions with one arbltrator @ $450.00/session = $ 1,350.00
Pre-hearing confersnces: February 10, 2006 1 session
March 3, 2006 1 session
March B, 2006 1 session

5 Pre-hearing conference sessions with the Panel @ $1,200.00/session = $ 6,300.00
Pre-hearing conferences: January 5, 2005 1 session
June 24, 2005 1 session
July 11, 2006 1 session
August 16, 2005 1 session
March 29, 2008 1 session

14 Hearing sessiors @ $1,200.00/sesslon - =§16,§00.00

Hearings: - November 8, 2006 2 sessions '
November 7, 2008 2 sessions
November 8, 2006 2 sessions
November 9, 2008 2 sessions
November 13, 2008 2 sessions
November 14, 2006 2 sessions
November 15, 2008 2 sessions

Total Forum Fees = $24,150.00

The Panel assesset! $24,150.00 of the forum fees to Wedbush Morgan.

LR N A A N VIR
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Fae Summary

- 1. Clalmant is charged with the foliowlng fees and costs:
Initial Filing ~“ee

Less pavments
Refund Due Claimant

2. Wedbush Morgan is charged with the following fees and costs:
Crosgs-Clair Filing Fee
-Membear Fe&s
Adjournmer¢ Fee
Forum Fees
Total Fees -

Less pavments
Balance Due NASD Dispute Resolution

3. Michael P. Faren Is charged with the following fees and costs:
Adjournment Fea

Less payments
Balance Duo NASD Dispute Ra_solutlon

All balances are peyable to NASD Dispute Resolution and are due upon the racawpt of
- the Award pursuarr to Rule 10330(g) of the Code.
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ARBITRATION PANEL
Rienard J. Stall, Ji, ; Public Arbltrator, Presiding Chaft
Jany Eliner - Public Arbitrator
Ralph B. Pemy, (Il - Non-Puhile Arbltrator

Conourring Arhlprators” Slgnatures

/be‘ JM/ M"'\r—; Q? , Z Daé
Richard J, %ﬂ. Jr. Signeature Date
alr, Publid Arbitmator : _

Jerry Eliner ' Signature Date

Publie Arbitrator

Raiph B. Pery, Il | " Signaiure Date

Non-Publie Arbitra®or ' .
it{ 33of,

Date of Ssrvice
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AREUTRATION PANEL
Richard J. Stall, . 7. . Public Arbitrator, Presiding Chalr
Jeny Eliner - Publle Arbitrator
Ralph B. Pey, II - Non-Pubiio Arbitrator

Gaiicurring Arbiwators’ Slanatures

Richard J. Stall, J~.
Chair, Public Arbkratar

Ralph B, Perry, N
Non-Public Arbiritor

Signature Date

: 2%

nature Dute

Signature Date

2,

Date of Servica

@013/016
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Richard J. Stgll, .. i Public Arbitrator, Presiding Chalr

Jeny Eliner . Publio Arbitrator
Ralph B, Pary, 1) - Non-Publis Arbitrator

Soneurring Arbyraterg! Slonatures

Richard J, Stall, &, Slgnature Date
Chalr, Public Abirator

Jamy Ellner Signature Date
Publi¢ Arbltratar

ph B. Perry, Hi:

- Slgnature Date
Non-Publle Arbitraior ,

li[.ﬂ(b&

" — ' Date of Servica




