N.A.S.D. ANARD
. NATIONAL ASSOCIATION OF SECURTTIES DEALERS

Ta the Matter cof the Arbitvati-n Petween
Name of Claimant
MNancy Lea Watkins

91-00761

thmmtmmswtdbyﬂ. Brocke Hawkins, Exq.,
Chattanooga, Tennassee.

ts, Deaan Witter Raynolds, Inc. and Jolm T. Garmmmy, Jr. wexe

. represented by George D. Sullivan, Esq., of Desn Witter Reynolds, Inc., New
York, Neaew York,

Tha Statemmnt of Claim was flled with the NASD an March 11, 1991.

Claiment's Submission Agreement was signed ano March 1, 1991 by Nancy Lee
Watkina.

A Joint Statement of Answer was filed with the NASD by Respaxisnts, Desm
Wittar Reypclds, Inc. and Jodn T. Garmeny cn November 12, 1991.

Respondents Dean Witter Reynolds, Inc. and John T. Garmamy, Jr. did not files
Sumission Agreements with thelr kngwer.

. Hearing Date: February 11, 1992 for three (3) sassicns.
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Hearing Location: Magindlle, Termesses,
CASE STMMARY

Claimant Nancy Lee Watkins ("Watkins®) alleged that losses ocourred in her
securities accoumt maintained at Respondent Dean Witter Reynolds, Inc. ("Dean
Witter®) as the result of unsuitable investments, breach of fiduciary duty
amd other fraudulemt activity. wWatkins alleged that she placed $30,000 into
a Westemn Savings & Ican Certificatg of Deposit, §12,000 into a Deamn Witter
single premium deferred anmity and purchased a $10,000 interest in the Desmn
Witter Realty Yield Plus IT, real estate limited partnership. In Jamuary
1989 Watkins alleged that the proceeds fram the (D were usad to purchase
Dean Witter High Yield Fund ("bond funxi®). Thareafter, Watkins alleged that
she borrowed fram her ammity and against the high yield fund. Respondent
Jobn T. Garmany, Jr. ("Gamamy®) allegedly never advised her of the tax
consequences of thase loans. Watkinsg alleged that the bond fund was
unsuitable for her given har financial and family situaticn. Watkine allsged
that the actions of Dean Witter and Garmemy viclated state and federal
securities laws, constituted hreach of contract and breach of fiduciary duty
arxi aggerted that Dean Witter failed to supervise itas broker, exployee
Gannary.

Dean Witter and Garmany specifically denied each allegation of the Claim,
Gaxmeny advised Watkins that higher yielding investments were higher in risk
and these investments were consistent with Watkin's investment cbjectives of
mcimizing retim oo her investmsnt. Dean Witter and Garmany alleged that
Watkins knowingly chose to assume the higher risks for a potential greater
retinn on her investments.

R g

Watkins requested $17,891.53 for monies lost in the high vield fund and
$6,585.12 for losses oo the ammity, excessive camissions, pre-judgnsnt
interest, opportumity loss of $15,000, rescission of tha limited partnership
in the amount of $10,000, punitive damages, attorney's fees and other costs.

Dean Witter and Garmany requested dismigsal of the claim in its emtirety
with an amward of costs and fees to them fram Watkins.




OTHER ISSURS (XMSINERED & DECIDED

Regpoodents Dean Witter and Garmaov did not file with the NASD proparly
exscuted submissiona to arbitration but are required o sularit to arbitratian
pursuant to Secotion 12 of the MASD Code of Arbitration Procadure (YRASD
Code") and having answered the claim, appesared and testified at the hearing
Dean Witter an} Gaxmany are bound by the detexmination of the arbitraticn
panel aa all issues submitted.

At the begiming of tha bhearing, Watkins assarted a motion to bar Desm
Witter and Garpeny froan presenting any facts or defenses to the claim
——pursaant to Secticn 25(b) (2) (1id) oﬁthammdndlnmanmﬂmlyﬁled
answer, The panal denled the motion and Garmmy and Dean Wittar's Joint
Answer were accepted by the panel and they were allowed to defend the Claims.

After the hearing had concluded and pricr to the smmard being signed by the
panel, Watkins* Coumsel requested that the record be supplenented with a
letter datmd Jammary 2, 1992. Thiz letter addressed to the MASD Arbitratiom
Department requested tbat Dean Witter and Garmsny be denied the opportimity
to defend the <¢laim cn the basis of an untimaly answer to thea claim.

Additionally, Watkins' Coumsel requested that he be allowed to sulmit his
itemzed billing invoicas for his time spent oo the matter in support of his

not to receive the attomey's tims records.

The parties bave agreed that tha Zsmyd in this matter may be executad in
comtexpart copies or that a handwritten, signed Zwmrd may be

either case, the parties bhave agread to recedve conformed copies of the semxd
wihile tha ariginals remin oo file with the KASD.

After omsidering the pleadings, the testimony and the evidence presented at
the haaring and congidering tha request to submit post-hsaring £filings to the
panei, the undersigned arbitratars have decided in full and final resclution
of the issues submitted for dsterminatiom as follows:

1. Desn Witter axxi Garmany are jointly and severally liable for, and sbaill
pay to Watkins, the sum of Twenty Thousand Five HMmdred Dollars and no cents
(520,500.00) as compensatory dxmges)

2. ¥No pre-judgement interest is amrdsd cn the above sum;




- and hearing session deposit of $750.00 paid to

3. The claim for punitive damages is specifically denied; and

4, The parties shall each baar their own costs and experises, including any
attomey's fess inoirred in this matter.

Pursuant to Section 43¢ of the Code of Arbitration Procedire, the following
Forun Feas are assessed. The NMASD shall retain the $200.00 claim filing fee
tha

Witter is assessed additicoal forum fees of 51500.00 and shall directly
reimburse Watkins for the $950.00 in fees she deposited with the NMASD to
initists this arbitracion mtcter.

Forum Fess are payable to the National Associatica of Securities Dealers,
Inc. .

Copcurring Arbitrators’ Sigoatures
Nams

Rebert 3. Patterscn, Esq. ' Dated
Fresiding Chairman/Public Arbitrates

Lea Cowen Dated /
Public Arhitrator/Panslise

R. Thoms Barksdale Dated
Indugtry Arbitrator/Panelist

Date mrd Sexrved by the MASD:




3. Tha claim for punitive damages is specifically denied; and

4. Tha parties shall each hear their own costs and expenses, lncluding any
attorney's fess inourred in this matter.

& POXM FEES

Pursuant to Section 43¢ of the Cocda of Arbitration Procedure, thae
Forun Fees are assesped. The MASD szhall retain the 5200.00 claim £
and haaving sessice deposit of $750Q.00 paid to the NASD by Watkins.
Witter 13 assessed additicoal forum fees of $1500.00 and shall directly

reinburse Watkdns for the $950.00 in fees she deposited with tha HASD to
initiate this arbitratcion macter,

i

Forun Fess ars payable toc the National Association of Securities Dealexs,
m.

Concurring Arbitrators'! Signatures
Hama ‘

Robexrt S. Patterson, Eeq. ' Dated
Presiding Chaiymen/Public Arbitrator

Lea Cowan Datad
Public Axbitrator/Psnelist

(hrpne Goct LN T lelI

Industry Arbitrator/Panalist

Date smard Served by the NASD:
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3. The clzim for punitive dumgus is gpeifically dwmnisd) and

Tas Comn Taed
blic Jahiscaice/Panalist
| Dated

Date Jomzd Served by the MASD:;




