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In the Matter of the Arbitration Between

NaniBof Claimants

John H* anr| Josephine C. Hughes

Name of Respondents

R.J. Steichen & Co., Inc.
Patrick P. Kelly
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For
Minnesota*

? Mai i ana Q, HiUce, Esq. of Ldndguist & Vennum, Minneapolis,

For Respondent R.J. Steichen & Go. , Inc. : F. diet Taylor, Esq. of
Fredericteson & Byron, Minneapolis, Minnesota* For Respondent Patrick F.
Kelly: Pro Se.

Statement of ̂*-*" filed: May 22, 1991.

Claimant's Sutndssion Agreemaat signed an: "May 8, 1991.

Statement of Answer and Cross-claim filed by Respondent, R.J. Steicben & Co.,
Inc. on: July 16, 1991* Statement of Answer and Counterclaim filed by
Respondent, Patrick F* Kelly on: August 19, 1991.

Respondent, R.J. Steichen & Co. 's Submission Agreenest signed on: August 15,
1991.

Claimant's Answer to Counterclaim filed on or about: November 22, 1591*

Hfwrtng Date/Sessions: June 9, 1392 for two (2) sessions*

Hearing location: M*TigMMp.iHa, Minnesota.

John W. Josephine C. ("Hughes") alleged that
Respondent R* J* Steichen & Co. , Inc. ("Steichen11) through its agent,
Respondent, Patrick F. Kelly ("Kelly41) purchased unsuitable investments
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despite their conservative investment objective, and, engaged, in
misrepresentation to induce the Hugheses to invest in the unsuitable
securities.

lie Hugbeses alleged that the unsuitable investments which. Kelly
purchased were Angeles Partners X7 Real Estate T.-iirrn-ori partnership. Eaten
Vance Retirement "Ernst, Franklin Utilities Series, Franklin Equity Fund,
Phoenix Growth. Fund, Phoenix Money Market Fund, Phoenix Stock Fund,
Scutbmark/CRCA. VUX T.-tm<tgfl Partnership and ICAP Funds. rTv» Hugneses further
alleged that Kelly offered poor investment advice, the worst of which, was the
advice to finance investments *">"̂ ngh a fr*""** mortgage.

Respondent Steichen g»n«rwiny " f r r i o r t HTQ a|ioga^i*mg set fortn in the
Statement of Halm. Steichen alleged that they cannot be held liable for any
actions or onriiwtnm occurring after April 17, 1987 because Kelly's

with Steichen f*t»»tuaA wheQ. he J-r̂ mĝ aa-r %»1 Mg liC8QSe tO

Boardwalk Capital CVi^-m**?11 Steichen asserted *"*** Statute of
as a Hft-Ffnnn In HW*T* fTrr>gg-r'i«Htnf steichfin requested that in *"**** event
panffl finds any wrongdoing on the part of Kelly, that the panal award
Steichen ^ «rt«»H f * ^a<-^ rn-^ r^mi Kelly to M^*» full extent of any

aojainst Steichen.

Respcndent Kelly genexally rf«^£d ^HQ aiiaypiiTH nna of *•>«> Statement of
Kelly alleged that prospectuses were delivered and the risks were

disclosed, and that he cannot be held' responsible for the perf omance of the
investments* Kelly further alleged that the Statement of
ndsstatements. Kelly filed a counterclaim against the Hugheses to leuuvet
costs, disbursements and reasonable attorney1 s fees and witness fees
incurred, as well as ^"^jm? ax& punitive «^"u»*jMg iTnHan* Minn. Stat. Sections
549.20, 549.21, and Jordan v. Lanto, 392 N.W. 2d 607 (Minn. App. 1586) for
bringing such a nalicSu3T !̂3a^5S/olous action against Kelly.

Tbe Hirjhesfffl> in ^Hr response to the counterclaim, asked the panel
that it be

daimmts requested rescission of •̂>l«̂ T> purchase of unsuitable and
unmarketable securities (which securities aze hereby tendered to Respondents)
and paynant of their actual damages plus interest and costs in a total amount
in igjuLftUfl of $120,000.00, punitive <1auBijmi in an amount in r HI'.IMJIJ of
$120,000.00, reasonable attorney's fees, and such, other relief as is nllnMnrt
by law and as the panel rlnrmn just and equitable*

Respondent R.J. Steichen & Co., Inc. requested that the Statement of
Claim be denied. Respondent Kelly requested that the Statement of Halm be
dismissed with, prejudice, ant-nai carnages suffered by Respondent on ar̂ ŷ m̂  of
the TTff'Hf^riliff prosecution of the arbitration i"*i«̂  by *̂ a Hugheses, punitive
damages under Mian. Stat. Section 549.20, **** costs, disbursements and
reasonable attorney1 s fees and witness fees
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IUU1OE. IKHHffi OifrlllHJHD fc

Tie parties have agreed that the Award in this natter say be asamitsd in
counterpart copies or that a hancitfritten, signed Isaard nay be entered. In
either case, the parties have agreed to receive rnnfnrmpri copies of the Award
while the originals remain on file with the NASD.

Respondent Patrick F. Kelly did not file with the NASD a properly
executed Submission to Arbitration, but having answered frfr«» Statement of
Claim and "n* "* • "* 1 at frfr* arbitration, is bound by ^fa* panel's determination
on a*n -iggncMa submitted for ^fr*rnriTia^ rm pursuant to Section 12 of ^"^ Code

-of Arbitration Procedure. _ . = * - .

.John ^pid Josephine ffiintyfly settled ^ îT* ^laiireT against
Respondent R» J Steichen, at *"**** haa-r-tng. Respondent R* J. Steichen requested
that they be entitled to subrogation against Respondent Patrick Kelly, in the
settlement amount. The panel ftervlffid *•*•*« request. As part of the settlement
agreement between the <"l"ia"tiflg"itig John *»nd Josephine TftintwF ^nyj PggpC'p|^cTifr R*
J. Steichen, *"̂ *> Hugheses are to assign over to R. J. Steichen, *•"*> Angeles
Partners 3W Seal Estate T^TIH <-arf partnership.

After f*rvw*4 Hfld-jng »•>«» pleadings^ t-fa^ testinony ^nd *"̂ ° evidence
at the ^^ir^^^i *"̂ H» iiTv^ffrgiTnflTi arbitrators have dipni'fed in full

and final resolution of *"*tt ^pi-ioa sutoitted for Ha^afrm^nai-^ rtn a« follows*

* Respondent Patrick F. Kelly «>«TT be and hereby is liable for and
pay tO fr*"» na4manfrgf John anH Josephine Hughes, Aiiim»<jmna in the

of Eighty TTmnflmvl Four Hundred Forty Six Dollars and No Gents ($80,446.00) j

2. Rflqynripnf. Patrick F. Kelly shall be and hereby is liable for and
qhaii pay to the daiamts, John and Josephine Hughas, attorney's fees in the
amunt of Fifteen TTnnni'mri Eight andred Forty Six Dollars and Twenty Six
Cents ($15,646.26) . Ibe panel awarded attorney's fees under the authority of
Minn* Stat* Oi* 80.

3* Ite daioBnt's request for interest is denied;

4. HXB daiioant's request for punitive 'Tj"mj**R is ^

5. Raepoodent R. J. Steichen 's cross-claim against Respondent Patrick
Kelly is daiiedy

6. Respondent Patxiclc Kelly's <^* "̂̂ <** î aHm against ^^*» daiinants John
Josephine t*<g>»g is Ha^a^ in its entirety}

7. Each of the parties shall bear t-twir am costs and expenses iacmxed
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FCHH FEES

Pursuant to Section 43c of the Code of Arbitration Procedure, the
following Porum Fees are assessed:

2 nffffllnnff X $750.00 = $1,500.00 ™-*TT»a heart TKJ session deposit of
$750.00 = net $750.00 due.

Forum fees Assessed Against: Respondent Patrick Rally in the amount of
$750.00.

Fees are payable to the National Association of Securities Dealers, Inc.

By i*** Arbitratio

_______ _ _
Janes^a. Tii.Tnritwr?, Esq., Ghairperson

' lie AifaiUdiut Nlitrit

Kendy J. Hildung, Esq.
Public Arbitrator

Industry Arbitrator

Date Award Served By The NASDt
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Pursuant to Section 43c of the Code of Arbitration Procedure, the
following Forum Fees are assessed:

2 swwlrnB X $750.00 = $1,500.00 «**""• hpflring session deposit of
$750.00 - net $750.00 due*

Forum fees Assessed Against: Respondent Patrick Kelly in the amr*^<- of
$750.00.

Fees are payable to the National Association of Securities Dealers, Inc.

By BIB

Public Arbitrator

Puberbitrator

WT Col
Industry Arbitrator

Date award Served By The NftSDi
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FEES

Pursuant to Section 43c of the Coda of Arbitration Procedure, the
following Forum Fees are assessed:

2 .sRHHicna X $750.00 = $1,500.00 TtrimiB hmring session deposit of
$750.00 = net $750.00 due.

Forum fees Assessed Against: Respondent Patrick Kelly in the amount of
$750.00.

Fees are payable to the National Association of Securities Dealers, Inc.

James A* Tamrtbetg, Esq., Chairperson
Public Arbitrator

Wendy J. wiidung, Esq
Public Arbitrator

Industzy Arb

Date Award Served By Hie NASD:.


