AWARD
NASD Dispute Resolution

In the Matier of the Arbitration Between

Claimant
Deanna S. Schmidt

V. ‘ ‘ ,. ‘ 02-07771
' Minneapolis, Minnesota
Respondénts S
Merrill Lynch Pierce Fenmer & Smith, Inc.
and Craig M. Jarvis

Nature of Dispute: Custemer v. Member and Associated Person
" EPRESENTATION OF PARTI

Deanna S. Schmidt ("Claimant™) was represented by Vmcent D Louwagie, Esq., of Anthony
Ostlund & Baer, P.A,, aneapohs Minnesota. :

Memmill Lynch Pierce Fenner & Smith, Inc. ("Merrill Lynch") and Craig M. Jarvis ("Jarvis"™),
hereinafier referred to as (*“Respondents™) were represented by James K. Langdon, Esq., of Dorsey
& Whitney LLP, Minneapolis, Minnesota.

ASE ] RMAT

The Statement of Claim was filed on or about December 23, 2002. Submission Agreement of
Claimant Deanna S. Schmidt was signed on or about December 11, 2002. :

A Joint Statement of Answer was filed by Respondents Merrill Lynch Pierce Fenner & Smith, Inc.
and Craig M. Jarvis on or about March 14, 2003. Submission Agreement of Respondent Merrill
Lynch Pierce Fenner & Smith, Inc. was signed on or about February 3, 2003 by Bryan Reyhani, Vice
President and General Counsel. Submission Agreement of Respondent Craig M. Jarvis was signed
on or about March 17, 2003,

CASE SUMMARY

Claimant asseried the following causes of action: violations of Minnesota and federal securities laws,
negligence, vicarious liability, failure to supervise, consumer fraud, and breach of fiduciary duty.
The causes of action related to Claimant’s allegation that Respondents implemented an investment
strategy that was comprised of aggressive growth in both stocks and mutual funds. Claimant argued
that given her investment objectives and experience in the market, this strategy was unsuitable.
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Claimant alleged that Respondéﬁ{J arvis invested her whole portfolio into Microsoft common stock, '
and this lack of diversification Jead to heavy Josses in her account.

ReSpOndents denied the allegations set forth in the Statemen} pf Claim and asserted affirmative
defenses including the following: Claimant’s knowledge of her investments and failure to raise any
concerns constitutes a waiver of any claim and estops her from challenging the appropriateness of "
investments she knew of and directed; Claimant knowingly assumed the risk of her investment
decisions in exchange for a higher potential rate of eturn; Claimant cannot recover against Mertill
Lynch because it maintained an adequate and reasonable system of supervision and control of its
registered represemanves and at all times acted in good faith, in accordance with industry standards
of conduct and in compliance with all applicable securities laws and regulations; and Claimant’s
Josses were caused by her pwn investment decisions and general stock market movements for which
Respondents are not responmble »
- S " : . c

RELJEF REQUESTED

Claimant requested an award of compensatory damages in an amount to be determined at the
- hearing. In addition Claimant had requested an award of lost opportunity damages, costs, attorneys’
fees, interest, punitive damages and for such other relief that the Panel deemed just and equitable. At
the arbitration, Claimant requested an award in the amount of $45,954 in compensatory damages.

Respondents quuesled that the claims asserted against them be denied in their entlrety and that they
be awarded their costs and attoreys' fees. In addition, Respondents requested that the Panel include
in its award a directive to expunge any and all references to this matter from the permanent
- registration records maintained by the Central Registration Depository.
QHEBJQS_UES_C!)HSID.E;BED_&DECIDED

The parties have agreed that the Award in this matter may be executed in counterpart copies or thata
handwritten, signed Award may be entered. In either case, the parties have agreed to receive
conformed copies of the award while the originals remain on file with NASD Dispute Resolution
(“NASD").

AWARD

After considering the pleadings, the testimony, and the evidence presented at the hearing, the
undersigned arbitrators have decided in full and final resclution of the issues submitted for
determination as follows:

1. Respondents, Merrill Lynch Pierce Fenner & Smith, Inc. and Craig M. Jarvis, are jointly and
severally liable for and shall pay to Claimant, Deanna S, Schmidt, the sum of Forty Five
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Thousand Nine Hundred and Fifty Four Dollars and No Cents ($45,954.00) in compensatory
damages;

2. Respondents Merrill Lynch Pierce Fenner & Smith, Inc. and Craig M. Jarvis, are Jomtly and
severally liable for and shall pay to Claimant, Deanna S. Schmidt, interest on the above
stated sum at the Minnesota statutory rate from and including December 24, 2002 until and

including the date this award is paid in full; . an

3. Respondents, Merrill Lynch Pierce Fenner & Smith, Inc. and Craig M. Jarvis, are jointly and .
severally liable for and shall pay to Claimant, Deanna S. Schmidt, the sum of' Twenty Four
Thousand Eight Hundred Dollars and No Cents ($24,800. 00) in attorneys’ fees pursuant to
Minnesota statute MS § 80A.23 ;

4. Respondents, Merril] Lynch Pierce Fenner & Smith, Iﬁc. and Craig M. Jarvis, are jointly and
severally liable for and shall pay to Claimant, Deanna S. Schmidt, the sum of Two Thousand
Two Hundred Dollars and No Cents ($2,200.00) in costs pursuant to Minnesota statute MS §
80A.23; . ‘ S

5. To the extent not specifically awarded or otherwise provided for above, all other claims and
requests for relief, including punitive damages, by any party hereto are denied with prejudice;
and

6. Other than the Forum Fees noted below, the parties shall each bear all other costs and

expenses incurred by them in cormecuon with this proceeding, 1nclud1ng but not limited to
attorneys’ fees.

EEES
Pursuant to the Code, the following fees are assessed:
Filing Fees
NASD Dispute Resalution will retain the non-refundable filing fees for each claim:
Initial claim filing fee =$ 250
Member Fees
Member fees are assessed to each member firm that is a party in these proceedings or to the member

firm that employed the associated person at the time of the events giving rise to the dispute. In this
matter, the member firm is Merrill Lynch Pierce Fenner & Smith, Inc.
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Member surcharge | R - | =$1,500

Pre-hearing process fee =$ 750
Hearing process fee H - =$2200

i

Forum Fees and Assessments'

The Arbitration Panel assesses forum fees for each hearmg session conducted. A hearing session is
any meeting between the parties and the arbmators mcludmg a pre-hearing conference with the
arbitrators, that lasts four (4) hours or less. Fees assoma‘ted with these proceedings are:

One (1) Pre-hgarmg session Wllh a single arbitrator x $ 450 ' ' =8 450
Pre;hearing conferencle‘:' . 07/18/2003 1 session
One (1) Pre-hearing sesion With Panel x $ 1,000 DR " _$ 1,000
Pre-hearing conference:_ o - 06/16/2003 1 session

" Three (3) Hearing séésions x $ 1,000 | = $ 3,000
Heéring Dates: 09/17/2003 - 2 sessions

09/18/2003 - 1 session _

Total Forum Fees - . . =$ 4450

o “The Arbitration Panel has assessed § 2,225'of the forum fees to Deanna S. Schmidt.

The Arbitration Panel has assessed § 2,225 of the forum fees jointly and severally to Merrill Lynch
Pierce Fenner & Smith, Inc. and Craig M. Jarvis.

ee S

Claimant, Deanna S. Schmidt, is liable for:

Initial Filing Fee =§ 250
Forum Fees =$2225
Total Fees =$2,475
Less payments =$1250
Balance Due NASD Dispute Resolution =$1,225

Respbndent, Merrill Lynch Pierce Fenner & Smith, Inc., is liable for:
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Member Fees L =$ 4450
Total Fees . = =$ 4,450
Less payments - . =$4450
Balance Due NASD Dispute Resolution ; '='$ 0

Respondents, Merrill Lynch Pierce Fenner & Smith, Inc. and Cralg M. Jarvis, are jointly and
severally liable for: , , o

Forum Fees o = 3 2225
- Total Fees ‘ | v =$2.225
Less payments ‘ =$ 0
Balance Due NASD Dispute Resoiutlon - =§2,225
All ba]ances are due to NASD Dispute Resclution pursuant m Rule 10330(g) of the Code of .
Arbitration {4 '
ARBITRATION PANEL T
James A. Lundberg, Esqg. - Public Arbitrato; Presidfng Chair
Emily F. Seesel, Esq. - Public Arbitrator
Donald F. James - Non-Public Arbitrator
Concurring Arbitrators:
James A. Lundberg, Esq. - Signature Date

Public Arbitrator, Presiding Chair

Emily F. Seesel, Esq. Signature Date
Public Arbitrator

Donald F. James Signature Date
Non-Public Arbitrator

Date of Service
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' r Pees . =$ 4450
~ Total Fees P =$ 4,450
‘ | . | Y
Bslance Due NASD Dispute Resolution g =35 0

" Respondents, Mertill Lyaxch Pierce Fenner & Smith, Inc. and Craig M. Jarvis, are joirtly and
severally liable for: | [ r ‘ \ S ! , i

Forum Fees | : ) ; = $9.226

Toal Fees . |© . . ‘ 1 =$3225
LLess payments _ i =3: 0
Balance Due NASD Dispute Resolution i =§2,225

All bulances are dqe:tbl NASD Disputc Rgaoluﬂnﬁ pursuant to Rule 10330&) of the Code of
Arbitration : ' ' - {. '

.;I“\.I') . o 1
ARBITRATION PANEL,

Jamek A. Lundberg, Esq. - Public Arbiuator, Presiding Chair
- " Emily F. Seesel, Esq. - Public Arbitratoy
Donald F. James - Non-Public Arbitrator

PSORTep— AT P S

Exaily F. Secsel, Esq, . Signetuse Date

. * Public Arbitrator N H i
‘ . i .
' i i
Donzald F. James ! Signature Date |i |
Nop-Public Arbitrator I ;
H :

i

p"-',/fa/'j

Date of Service
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Resotution |

Member Fees

- g445

Total Fees

=$4,450

Loss pRvIDeDia
Belance Due N

Respondents, Meerill L.
severally linble for:

SD Dispute Resolution

=$4.450
"0

mchherca}‘anne:&Smnh,lnc andCran.larvu sac jolndly and

. Forumn Feca
Total Fees

-$2.225

=%, 0

- Leas payincnta
Balauce Due N

All belrnces are due t
Arblirstion

!
|

Concurring Arbitrators)

"1

SD Dispute Rcwluuon

i

_'32.225 :

NASD Disputs Resolutios pursat to Rule mmb of the Code of

A_Lundberg, Esg, - Public Arhitntnr. Pmsidins Chair
Emily F. Seesel, Esq, - Public Arbitrator

Donsald F. James - Non-Public Arbltrator

James A. Lundberg, E
Public Arbitrator, Presi

. {4

g Chaily

- c’d, E‘q;
Public Arbitrator

Donald F. James
Non-Public Arbitrator

e foo /.

Date of Scrvice

" Signatare Date |.

Ot /3 2003

Signsture Date

Signature Dats |

o
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Member Fees =$4450
Total Fees =§4,450
Less payments =$4.450"
Balance Due NASD Dlspute Resolution SV =$ 0

Respondents, Merril} Lynch Plerce Fenner & Smlth Inc and Craig M Jarvis, are Jomtly and

severally liable for: -« '

" Forum Fees . o

=$2.225

Total Fees =$2,225
Less pavments =% -0

~ Balance Due NASD D)Sputc Resolution =$2225

All balances are due to NASD Dlspute Resolutlon pursuant to Rule 10330(g] of the Code of
Arbltratmn '

ARBITRATION PANEL

James A. Lundberg, Esq. - Public Arbitrator, Presiding Chair
Emily F. Seesel, Esq. - Public Arbitrator

Donald F. James - Non—Public Arbitrator

Concurring Arbitrators:

. Tames A. Lundberg, Esq.

Public Arbitrator, Presiding Chair
AV

EmilyF’./S??t’:esel, Esqg K ;

Dobald F. Jam‘es/
Non-Public Arbitrator

4 "/2/0/ 3

Date of Service

Signature Date

Signature Date

/0-73-03

Signature Date




