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In the Matter of the Arbitration Betwesn

Name cf Claimants UL 30 1=

Jom W. and Josephina C. Hughes

91-01596 o _
Nams of Respondents
R.J. Steichsan & Co., Inc. R
Patrick F. Kelly
REPRESENTETTON |

For Clairemmts: Wallace G. Hilke, Esag. of Lindgquist & Vexsnm, Mimmeapolis,
Mimmescta.

For Respcndent R.J. Steichen &= Oo., Inoa.: P. Chet Tayler, Esg. of

Frederickacn & Byron, Mimmeapolis, Mimmesota. For Respondent Patrick F.
Kally: Pro Se. o

CASE TNFORMATTCN

Statement of Claim filed: May 22, 1991.

Claimant's Submission Agreenent signed cn: May &, 1991,

Statement of Answer and Cross-claim filed Ly Respondent, R.J. Steichem & Co.,
Inc. ons July 16, 1991, Statemant of Answer and Counterciaim filed by
Resparxient:, Patrick F. Kelly on: August 19, 1991,

Raspendent, R.J. Steichem & Co.'s Sulwdssicn Agreement signed an: August 15,
1991.

Clairemt's Answer to Countercisim filed cm or about: November 22, 1991.
INFORMATTON
Hearing Date/Sessicns: June 9, 1992 for two (2) seesicns.
Hearing Location: Mirmeapolis, Minnesota.
CASE SMMARY
Claimants Jolm W. and Josephine C. Hughes (*Hughms®) alleged that

Resporddent R.J. Stejchen & Co., Inc. ("Steichen®) through its agent,
Respondent, Patrick F. Kally (*Kally®) purchazad imsuitabla investmentcs
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degpite their copservative inovestment cbjective, and, engaged in

migsrepresentation to induce the PBugheses to iovest in the wmsuitable
sacurities.

The Hugheses alleged that the unsuitable investments which FRelly
purchased were Angeles Partmers XV Real Estate Linited Partnership, Eaton
Vance Retirement Trust, Framklin Utilities Series, Franklir Equity PAmd,
Fhoenix Growth PAmd, FPhoenix Money Maricet Fund, FPhoemix Stock Fund,
Scutbmark/CRCA VIII Limited Partnership and ICAP Fuxxis. The Hugheses further
alleged that Kelly cffered poor investment advice, the worst of which was the
advice to finance irmvestments through a home mortgage.

Respondent Steichen generally denied the allegations set forth in the
Statement of Claim. Steichen alleged that they carmot be hald liable for any
acticns or omissions ocouwrring after aprdil 17, 1987 because Relly's
relationship with Steichen ceased when he transferred his licease to
Boardwalk Capital Corporatiom. Steichen agsexrted the Statute of Limitacions
as a defense. In their cxrogs-claim, Steichen requested that in the event the
panel finds any wroogdoing on the part of Kally, that the panal award
Steichen indemification from Relly to the full extent of any damsges
assesped against Steichem,

Respondent Relly generally denied the allegaticns of the Statament of
Qlaim. FKally alleged that prospectuses were deliversd and the riskg were
disclosed, axi that he cammot be hald responsible for tha performance of the
investments. Kally further alleged that tha Statement of Claim contains
misstatements., ERelly filed a commterclaim against the Hugheses to recover
costs, dishmrserments and reasonable attorney's fees and witness fees
incurred, as wall as damages and punitive damages under Mirm. Stat. Ssctions
549.20, 549.21, and Joxrdanm v. lLamb, 392 N.W. 2d 607 (Minn. App. 1986) for
bringing such a mall acticn againat Kelly.

The Hugheses, in thejr respomse to the coumterclaim, asked the panel
that it be dismissed. '

e e

Claimamts requested rescission of their purchase of unsuitable and
ugmarketable securities (which securities are hareby tendered to Respondents)
axxi paymant of their actual damages plus interest and costs in a total amoamt
in excess of $120,000.00, pmitive damages in an amoumt in of
$120,000.00, reascmable attorney's fees, and such other relief as is allowed
by lae anxi as tha panal deems just and squitable. :

Raspmdent R.J. Stedchen & Co., Inc. requested that the Statswent: of
Claim be denied. Respoxient Kelly requested that the Statememt of Claim be
dismissed with prejudice, actual damages suffered by Respondent on acoomt of
the malicious prosecution of the arbitration claim by the Bugheses, pumitive
damages under Minpn., Stat. Section 549.20, and costs, disursememts and
reascnable attorney's feas and witnass fess incurred.
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The parties have agreed that the Mward in this matter may be executad iz
coumterpart copies or that a bandwritten, signed Zeard may be entered., In
either case, the parties bave agreed to receive conformed copies of the fomrd
while the originals remain cn file with tha NASD.

OINER TSOUES COMSTTENED & DECITED

Respandent Patrick F. FKelly did pot file with the NASD a properly
executed Submission to Arbitration, but having answered the Statement of
Claim and appeared at tha arbitration, is boundd by the papnal’'s datenrination

— cn all issues submitted for determinacion pursuant to Secticm 12 of the Code
- . __ —of Arbitration Procedure.

P )

The Claimants, Joln and Josephine PBughes, settled their claims against
Raspcndent R.J Stedchan, at the hearing. Raspondsnt R. J. Staichen racuested
that they be entitled to sulxogaticn against Respondent: Patrick Felly, in the
settlament amoumt. The panel denied this request. As part of the settlement
agreanmt between tha Claimants Joln and Josephins Hughes and Respondent R.

J. Steichen, the Hugheses are to assign over to R. J. Steichen, the Angeles
Partners XV Real Estata Limited Partmership.

]

-

) After considering the pleadings, the testimooy and the evidence
._ presanted at tha bhearing, ths undersicned arbitratcrs have dacidad in full
and firal resoluticom of the issues submitted for determination as follows:

1. Raspondent Patrick F. Kelly sball be and hereby is liable for amd

shall pay to the Claimants, John and Josephine Bughes, damages in the amount
of Eighty Thousand Four Bumdred Forty Six Dollars and No Cents (§30,446.00);

2. Raspodent Patrick F. Kally shall be and hereby is liable for and
ahall pay to the Claimants, Jobn and Josephine Bughes, attorney's fees in the
amount of Fifteen Thousand Eight Bundred Forty Six Dollars and Twenty Six

Caots ($15,846.26). The panel awardad attcrnay's fees under tha authority of
m Sma m. 80. - :

3. Tha Claimant's request for intevest is denied;
4. Tha Claimant's request for pumitive damages is denied;

5. Raspendmnt R. J. Steichen's cxross-claim againgt Respondent Patrick
Kelly is denied;

8. Rmummnuy'smmmmewaom
and Josephine fughes is denled in its entizetcy;

7. Each of tha parties ghal]l bhear their cum costs and expenses incurred
herein, oty tn thoee qerifical ly enoerateri evein,
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Pursuant to Sacklon 43¢ of the Code of Arbitration Procoschow, tha
following Forum Fees are assessed:

2 gessions X $750.00 = $1,500.00 minus hearing sessicm deposit of
$750.00 = net 5750.00 due.

Forua fees Assessed Against: Respondent Fatrick Kally in the ammt of
750,00,

.. —— Fess are payable to the Natiomal Asgociation of Securities Dealers, Inc.

By Tha Arhitration Panal:

Date Zward Served By The NASD:
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Pursuant to Section 43¢ of the Cnde of Arbitration Procedure, the
following Forum Fees are assessed:

2 semsions X $750.00 = $1,500.00 mimus hearing session daposit of
8750.00 = net $750.00 dua.

Forum fees Assessed Against: Respondent Patrick Kelly in tha amowmt of
$750.00.

. w .. —— Peea are payable to the Naticnal Asgocjaticn of Securities Dealers, Inc.
By The Arbitraticn Pamel:
DIATRD:

Date ard Serves By Tha NASD:
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FORIM FEES
e ]
Pursuant to Sectiom 43¢ of the Codm cof Arbitwratissm Pr , tha
following Forum Fees are assessed:
2 sessioms X $750.00 = $1,500.00 mirms hearing sassion deposit of
§750.00 = net 5750.00 due.

Forun fees Assessed Against: Respondent FPatrick Xally in the amoxmt of
$750.00,

... — Feea are payable to the National Assogiation of Securities Dealers, Inc.

By Tha Arhdtruticon Pensl:

A. ' - g
Public Arbitrator

Public Arbitrator

[aaence W. carisen
Industry Arhi!

Date Award Sarved By Tha NASD:




