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NATIQMAL ASSOCTATTICN OF SECURITTES DEALERS

In tha Matter of the Arbitration Between
Eingsley B, Ellingson and Norma E. Ellingsco
Claimants
and 90-02888

Jerol L. O'Hagan, Pagel, Inc., Equity Securities Trading Company et al

Respandents

FEPSESENTITION OF PARTTES

Claimants Kingsley B. Ellingson and Norma E. Ellingson appeared and were
represented by Donald Fraley, Esq. of Wayzata, Mimmesota.

Regpondent Summnit Investment Corparation was represented by Robert E.
Abrams, Esq. of Sumit Investment Corporaticn, Mimneapolis, Minnasota.
Respondemt McCleas Investment Inc. c¢/o Miller, Joilmsen, Kuen, Inc. was
represented by Michael T. Mabon of Miller, Johnson, Fuen, Inc., Mimmeapolis,
Mimmesota. Respondent Jerol L. O'Hagan appeared and was represented by
Robext L. Lowe, Eaq. of Lowe, Schmidthumber & Lindell, Mirmeapolis, Minnesota.

In a Statement of Claim filed with the National Association of
Securities Dasalers, Inc. ("MASD") on: or about Octcber 16, 1990, clajmants
Kingsley and Nomma Ellingscn ("Ellingscn®) alleged that respondent Jerol L.
O'Bagan ("O'Hagan") acted without authorizaticn in investing for Ellingscon
and furthermore, the investments were unsuitable and high risk and not in
accordance with Ellingson's investment objectives. Ellingson further
alleged that respondents Pagel, Inc., Sumnit Investment Corporation, McClees
Investoant, Inc., and Equity Securities Trading Company, did not adequately
supervise O'Hagan and should have recamended less risky investments in the
retirement accounts of low incame investors who did not have the ability to
recover fram loss in value. Ellingsom alleged that O'Hagan, without further
authorization, invested Ellingeson's retirement funds in penmy stocks and
subsequently, tha wvalue of the retirement acooumts have decxeased a3 a
result of O'Hagan's and the other respondent's acticns. -

Respondent Equity Securities Trading Campany filed an answer with the
NASD an or about March 4, 1991 axi denied any responsibility for the claim,
alleging that their functiom wes as c¢learing broker/dealer and had no
comection, other than bockkeeping and cashiering functions between Ellingson
and O'Hagan. In conjunction with their answer, Equity requested that they be
removed ag a party to the claim.
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Respondent Summit Investment Corporaticn filed an answer with the NASD
en or about March 15, 1391 and deniad the allegaticns set farth in the claim.
Summit denied the allegation that it failed to adequately supervise O'Bagan
and furthevmore alleged that Ellingson preferred and endorsed the use of high
risk securities in their self-directed IRA accounts.

Respondent Miller, Jolmscn & Ruen filed an answer with the NASD on or
abcut June 10, 1991 and generally denied the allegaticns in the claim.
Respondent alleged that all transactions were authorized and the risks
understood by Ellingson. Respondent further alleged that the claim is barred
by the Statute of Limitaticns.

Respondent Jerol O'Hagan filed an answer with the NASD cn or about
March 18, 1991 and denied the allegations of the claim. O'Hagan alleged that
Ellingsen authorized each and every tranmsaction in their accounts. O'Eagen
further alleged that Ellingson bhad stock market experiemce, and that
Ellingson's were willing to give O'Hagan a try notwithstanding the fact that
O'Hagan was primarily involved in local over-the-counter stocks in small and
start-up campanies which were high risk investments but at times did well.

JrEER ISSUES
Claimants voluntarily dismissed their claim against respondent Equity
Securities Trading Company. Raspondent Pagel, Inc. did not appear at the
hearing, did pot file a submission agreement, and did not file an answer with
the NASD. Respondent Summit Imvestment Corporaticm filed a Motion To Dismies
pursuant to the Statute of Limitations; clajmants filed an answer to this

motion. Claimants Zmended thedr claim to include Miller, Jolmson, & Fuen as
respondents.

BELTEF NRQUESTED

Claimants requested actual damages in the amoumt of $85339.28 plus
interest and filing fees.

Respondent Bquity Securities Trading Company, Inc. requested that they
be ramoved fram the arbitration, Respondents Sumnit Iovestment Cozporation
and McClees Inmvestments, Inc. c/o Miller, Johnson & Xuen requestad that the
claim be dismissed, Respondent Jercl O'Hagan requested that the claims be
dismissed, that claimmnts be awarded nothing, and that O'Hagan be asmrdad
attorney's fees, costs, and dizbursements.

ESCCETORAL JOTTERS

Cn November 8, 1991 in Mirmeapolis, Mirmesota during a hearing lasting a
total of two sessions, the undersigned arbitrator heard the controversy
between the parties as set forth in submissions to arbitzation aigned aa
Octcber 12, 1990 by Claimants Kingsley and Norma Ellingson, on February 25,
1991 by MNathan Newman on behalf of Respondent Hquity Securities Trading
Company, oo March 15 1991 by Robert Abwams on behalf of Respondent Summit
Investment Coxporaticn, on Rune 7, 1991 by Michael Mahenm on bebalf of Miller,
Jolnscn & Fuen, Inc., and on March 15, 1991 by Jexrol O'Hagan.
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The partieg have agreed that the jowmrd iz this matter may be esmcuted in
comterpart copieg or that a handwritten, signed Jweard may be entersd. In
either case, the parties have agresd to reoeive confemaad coples of the mwaxd
while the original reming on file with tha NASD.

The axbityator, having ccosidered the pleadings, the testimomy, amxl tha
evidence pregented at the hearing, hasg decided in full and final resolution
of the issues submitted for datermination as .follows:

1. Thes motion to diemiss by respodent Sumnit Investmeat Corporation
shall be aad heveby is denled;

4, Raspoodents Sumnit Investment Corporaticn and Jerol L. O'Hagan are
Jodntly and severally liable foxr and arall pay to the claimants Xingaley end
Norme Ellingoon the mm of $6047.81 in actual damages and $2178 in intevest;

3. HRespendent Miller, Jolmson & Koen, Ink. is llable foor and shall pay
to the claiments RKingsley anxd Norma Ellingacn the asun of $500 in actual
damages and $150 in interest;

4, Mmmllbmrimﬁnm, apmses, and attorowy's fases
incurred in the arbitratich other than those specifically emmarated beredn)

5. Pursumnt to Secticm 43{¢) of the Coda of Avbitraticn Proceduare, the
Maticoal Associaticn of Securities Demlers, Inc. shall retain tha nm-
vefundable filing res in the amount of §75 and shall retain the hesring
seagion deposit in the amoumt of 5200 previcusly deposited with the NASD by
tha Claiments. Recpcodent Jexrcl L. O'Eagan shall pay to the MASD additiceal
forun fees io tha smount of §100. HRespondent Sumiit Investment Corpozaticn
shall pay to the NASD additional forus fees in the amoumt of $100.

Fees 2re paysble to the Naticoal Asscciation of Securities Dealers, Ino.

Dated: |
Dae. IV, 194 CE—%
o . George A. Hecy,
Preaiding Chair




