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CASE

Statement of filed: Nbvenfcer 11, 1988.

Claimant's Submission Agreanent signed on: Novacber 10, 1388.

Respondents' Joint Statement of Answer filed: December 26, 1989.

HBKRIHS jjanjaffifOM

Kiviring Date/Sessions P* 5/18/91-Two (2) Sessions.

7 - " ' ' 6/19/91-Gne (1) Session.

.- • : • - . j/21/^i.Tuo (2) Sessions.
*•*-* >? •' ; .

8/01/91-Two (2) Sessions.

Pre-Hearing Telepbcivi.-:' Ca-iference: June 4, 1991-Qne (1) Session.
>

Post-Hearing Telej.-V ĵs Oonference: Novenber 13, 1991- (1) Session.

Fanrdng Location: ""dtiich'ield, MI
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Claimants alleged that Respondents, Merrill Lynch Pierce Fenner & Smith, me.
("Merrill"), Thomas H. Hpnscn ("Benson"), Janes Hard ("Ward.") and Russell
Mann ("Mann") , are all responsible for the losses in the-ir account which was
handled by Hanson, an account executive at Merrill. Claimants alleged that
from about July through, early October of 1982, when. Tfennaq was experiencing
serious personal problems and afr«̂ »ij alcohol, he violated Claimant's stated
investment objectives, that of safe and secure investments. Claimants
contended that Respondents are liable under the following} 1934 Securities
Exchange Act Anti-Fraud Provisions; RICO; Michigan Blue Sky Law; and that
Respondents are further liable for Cannon Law Fraudulent Misrepresentation;
Breach of om*-»i Law Fiduciary Duty and violation of th*» Michigan
Protection Act. Claimants also alleged that Benson's trading pattern
constituted r*Ttrr"-tTig and that Merrill *™* Ward «*«* Mann, as officers of the
firm, failed to supervise their employee, Herman.

Respondents dr^gd «»a«*h anrf every allegation of wrongdoing f¥mt-»j-p*»A -tn the
Statement of fn«<™ and TtcHnfra-trtotj that Claimant, George Leonard, is a
millionaire tana1? ruMumafn f experienced in a variety of risky business

 aTV^
investment ventures who was fully aware that he was trading options, that
options were inherently risky investments and that he accepted the risk in

hope of high returns. flfgp"n/tenfcB qqntprŷ *̂  that
caused by adverse market movement and Claimants1 own conduct, not any
wrongdoing by q<*f̂ y|V*|aT't3. pŵ yTv̂ gnt,T further r"***g>vj'?d that the
allegations that Benson abused alcohol while dealing with Claimants' account
is Unfair, i -nf 1 amftafrCty aryj false.

requested that rfcs '- V~TIOI 0^1^07- an award against ail
jointly and severally as follows: (1) Ccopensatory damages in an amount to
be ri»fr«>nTHn'*1 by **̂ »̂ panel; '2) Rescission of all"
pursuant to Section 29 (b) of "the Sxchange Act. 15 U.S.C. Section 78 c(c);
(3) $100,000.00; (4) Intereac on $100,000.00 from the date of each
investment; (5) Exemplary damages; (6) such other just and equatable relief
as the panel deans necessary £nd .proper; (7) Costs and attorneys' fees; (8)
Treble damages and attorneys' lees pursuant to RICO.

Respondents requested th?.t,i;h& "*,n°'1 deny Claimants1 rna<Tr>p and
of ' CfdnuC

UBUJt I35DES QOP-in*a"J> fc LHL!iDBD

Subsequent to **hg final bf*x''"?<'-' session, l̂a-jirBmi-a submitted a post
submission dated August .̂t. ->91 which includfld affidavits of several
individuals for suhnissici. * r M>Q ayô  for consideration.
objected to t-hig post-hear ___ -Xadssion of Claimants by letter dated August
19, 1991. The paTM»T •unanizxcas.l.v rfô irfyj to disallow **̂ » introduction
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record of the affidavits submitted by Claimants but suggested that notices
f ran <-v»> Parties fox reopening of frjy* Vmar-jjij for *~fr|g grggmSTû t̂  m aiyj cross
examination of the affiants would be entertained. Claimants opted to move
for the reopening of the hearing in a written motion dated August 28, 1591 to
which Respondents objected in a written motion dated August 30, 1391.
Before tftg pan̂ i considered H*»» mnMo^ and feĥ  objection <~<rte* of <•**» panel*
jaaiLeru, Martin Hayden, public arbitrator, passed away cm September 8, 1991.
At this point the parties had the option pursuant to Section 24 of the Code
of Arbitration Procedure to either go forward with the remaining two
arbitrators or to request the appointment of a replacement for Mr. Hayden.

exercised *•**•»•* ** right under Section 24 of *•*» nryĵ  of Arbitration
Procedure and requested that Mr. Hayden be replaced. Mr. Hayden was replaced
by Public Arbitrator, Alan Schenk, on October 21, 1591. Mr. Schenk reviewed
all pleadings, exhibits and tapes of the hearing. The panel conferred and a
post hearing conference among the panel and the parties was held on November
13, 1991 for the purpose of oral argument of the parties with respect to

for ay«d against ''"'.̂ Ĥng' MM* hearing.

After fiffrofî i consideration aTKl fWi •iv̂ yaf-̂ riri on *-*"» matter *•>"» panel
unanimously decided not to re-open the hftari.nj and rendered the following
award:

After TaislflyHTig H^* pleadings, **fa» testimony aTV^ tji^ evidence py«>a«""«-«*l at
mA post ly>»Tipg submissions, ri^g undersigned arbitrators have

full a™* final resolution of *•*>* issues submitted for
tion as follows:

1. All n«̂ T̂ !̂a, ifif*\ivMng Hy» fr â̂ T?lq for exEDplary f*jtauttj,tmj!t, treble
and attorneys fees unripr RICO, of the Claimants, George H. Leonard, Jr.,
Robert E. Leonard, Thomas R. Leonard and Steven G. Leonard, shall be and are
hereby dismissed in all respects;

2. The parties shall each bear *-*"*-ir respective costs -including attorneys'
fees;

3 . Pursuant to Section 43 (c) of the Code of Arbitration Procedure, the
NASD, lac. gĥ li retain the $200.00 :aon-refundable filing fee previously
deposited by the Claimants and the follow? ncr v'arum fees are assessed:

FORM '?SBS

7 sessions X $750.00 « $5,250.00

1 pre-hearing f̂ T̂ t̂ 1""** conference sessic; .&QO.OO

1 post-hearing telephone conference se;-~,:~--> --- .̂ 00.00

Ttotal amount assessable = $5,850.00.
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Forum fees assessed against:

1- Claimants, in the amount of $2,925.00; however. Claimants may use
$300.00 hparing session deposit (partial) to offset part of this fee, thereby
the amount due and owing equals $2,625.00;

2- Respondents, jointly and severally in the amount of $2,925.00.

Fees are payable to *"h«* National Association of Securities Dealers, Inc.

yan flat arbitrators' SimvilnieB:

Robert J. Scafuri,
(Piibl i n/Pha-i -rman)

Alan Scnenfc
(Public/Panelist)

Joseph R. Papo
(Industry/Panelist)

Date of Decision: Januarv 7, 1992


