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NAUCMAL ASSOCEATICN OF SECDRXTIES DEALER

In the Matter of the Arbitration Between

of

Judy and Mirle Freel, Jr.

91-01659

pf

Integrated Financial Services
FSC Securities Cozporaticn
Richard E. Connolly
Marlis Gilbert

For Claimants: L1nr1ft Garofola, Esq. of Reynolds, Motl, Sherwood and Wright,
Montana.

FOOT Respondents Integrated, Financial Services sav^ Richard. E. Connolly:
Richard E* Connolly, Jr., Esq. of Des Moines, Iowa. For Respondent FSC
Securities Corporation: Richard A* Malm, Esq. of Dickinson, Throckmorton,
Farter, Mannheimer & Raife, F.C. Des Itoines, Iowa. For Re^codent Marlis
Gilbert: Uaomas Henderson, Esq. of Whitfield, Misgrave & Eddy, Des Moines,
Iowa.

CASE

Statement of Halm filed: May 30,

Claimant's Snhiri ssirn Agreansnt signed on: May 22, 1991.

nnrtrf^^-^r»»^ statoneob of Answar and Statement of Answer filed by Respondents,
Integrated Financial Services and Richard Carnally, Jr. on: August 16, 1391.
Motion To rn«iriM the Proceeding Pursuant To Secticos 15, 16, and 25,

Filing of Statement of Answer, and Statement of Answer filed by
Respcndent FSC Securities Corporation on: August 14, 1991. Statement of
Answer filed by Marlis Gilbert on: August 15, 1991.

Respondents, Integrated Financial Services *s and Richard Connolly's
Sulanission Agreements signed on: August 14, 1991* Respondent, FSC Securities
Corporation's Submission Agreement signed on: August 7, 1991. Respondent
Marlis Gilbert's Suhmlnnlnn Agreement signed on: August 14, 1991.
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HEMOH

Hearing Dates/Seasions: July 7, 1992 for two (2) sessions,
July 8, 1992 for two (2) sessions,
July 9, 1992 for one (1) session.

Tioratinn; Minneapolis, Minnesota.

Claimants, Judy and Mirle rrcal» Jr. ("Freel") alleged that Respondent
Integrated Financial Services ( "TVt̂ ogr̂ t̂ d" ? aTlr* Respondent, Richard Connolly
("Connolly41) President of Integrated, through, its agent. Respondent Marlis
Gilbert ("Gilbert") a Certified Financial Planner, -re* MI muring unsuitable
iovesdnents inconsistent with the Freeles ' financial cbj ectives . Mare
specifically, the Freeles alleged that Gilbert advised them to sell all of
their presently held securities, and to withdraw funds from various accounts.
The Freeles also alleged that Gilbert alao advised them to mortgage H-"*-**'
hone, which was without debt. The Freeles further alleged that Gilbert
advised *-*«••• that they Til/1 achieve Hw*y financial goals through, the
purchase of *-fr« following limited pa*r*Ti<3'T'ffh1pp T Avalon r.-itTH frorf Partnership/
Centennial Dev. Real Estate 17 T.-tmtt0^ Partnership, Energy Methods Limited
Partnership, Allentowa T.-imj tŵ  Partnership, îl**0** TMnrttgrf Partnership, and
400 shares in Lev Scientific. The Freeles alleged that Respondents
Integrated, FSC Securities Corporation ("FSC") and Connolly, President of
Integrated anrt Registered Principal of FSC, failed to supervise the
activities of Gilbert.

Respondents Integrated arvi Connolly filed a nnrvHMrmai Answer
a Motion To Dismiss the rlalim pursuant to Sections 1, 12, 15, 16,

and 25 of the Code. In t-twtr Answer, filed without prejudice to the Motion.,
Integrated and Connolly alleged that the Freeles, after *••»*» consultation and
after being given the required securities disclosure, made thftJr ow
financial decisions. Integrated and Connolly also Han4qfj that ̂  *•>«»•* or both
are responsible for any wrongful act of Gilbert in giving investment advice*

Respondent FSC filed a fygyfrHĤ naT Answer nmfra<rHTvj a Motion To
the claims pursuant to Sections 15, 16, and 25 of the Code. In fhalr Answer,
filed without prejudice to the Motion, FSC alleged that they properly
supervised t-heir representatives. FSC further alleged that the Freeles made

of t-ha ixcvestinent decisions*

Respondent Gilbert generally denied the aiiftrpf*""" set forth, in the
Statement of Halm. Gilbert alleged that she provided an investment plan in
accordance with the Freeles "Psychological Questionnaire.11 Gilbert alleged
that *•*" plan was designed to provide •*-ni*nnttJ growth, anri tone benefits.
Gilbert further alleged that the Freeles were provided with prospectuses for
each investment, and that the Freeles met any suit-ability requirements.



NASD AWARD 91-01659
PAGB 3 Of 4

RBEJEF

requested afTlm^l A*imijmir against a^ of
jointly and severally, in the amount of $81,000.00, interest for the loss of
their principal in the amount of $56,000.00, plus reasonable attorney1 s fees
and treble damages, and their initial filing fee as well as punitive damages,
t-fM-ai, ling $500,000*00, aTif* that +"**» p=̂ pai nnnmn any ?**** +* T"» i hmT"*T*g costs
against *"*** Respondents.

Integrated aTK* Connolly HorHg>H liability for
-damages, that damages have been sustained in HT» amounts
alleged or that Integrated and Connolly are legally responsible for any such
losses that nay have occurred. Saspoodent FSC denied liability as alleged
above. Respondent Gilbert requested that the arbitrators deny each and every

for relief in frfrq* Statement of T^Tnf 3*™* H-igarHan *-ha claimant's claim*

Ine parties have agreed that the Award in *•***« matter may be executed in
counterpart copies or that a haxuberitten, signed Jtaard nay be entered. In
either case, the parties have agreed to receive ccnfoaned copies of the
while the originals raoain on file with the NASD.

arbitrators have î «*̂ »nn̂ nâ  that the official •*•**'*"' t»i of *"frp hearing
will be the stenographic transcript.

The arbitrators denied Respondents Integrated, Ccnnolly, and FSC1 s
motions on Sections 1, 12, 15, 16, and 25 of the Code.

After r<rrtff 1 ̂ i***̂  **g H« pleadings/ the testimony aryf t->ift evidence
at the hearing, <">«> undersigned arbitrators have Har^Aarf in, full

final T^flnln^lni of the "tqgnana submitted fer ^^**«f*î * natn rm a« follcwst

1. Respondents Integrated Financial' Services, Richard Connolly, Jr. ,
FSC Securities Corporation, and Marlis Gilbert ahull be and hereby are
jointly and severally liable for and shall pay to the Claimants Judy and
Mirle Freal, AT*, damages in the amount of Cde Hundred Twenty Two l&ousand
Four Hundred Twenty Cde Dollars and No Cents ($122,421.00) ;

2. Tna Claimant's request for punitive and treble damages is denied;

3. Each of the parties «>»TT bear their own costs and expenses
incurred, Innlivtlng attorney1 s fees, other than those specifically enumerated
for herein.
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Pursuant to Section 43c of the Code of Arbitration Procedure, the
following Forum Fees are assessed:

X $750 = $3750 ̂ "̂ « ha*Hng session deposit of $750 » net
$3000 due.

Forum fees AooeBsed Against Respondents Integrated Financial Services,
Richard Connolly, FSC Securities Corporation,, and Mnrlls Gilbert,
jointly and severally, in the amount of $3000. The Respondents, jointly
and severally, shall also reimburse to the claimants the amount of $950,
which represents the filing fee and I-WMI-HT̂  session deposit which was
previously *fapng4frgd by the fi ̂Tnamfa with, *•*"* NASD.

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

By- -Qie Arbitration Banal:

iC.

Public Arbitrator

Howard James Sooool, Jr.
Public Arbitxator

y y. cougtmri
Arbi

DA3E JOWRD SUkVisU EY IBB NftSDt



NASD AWARD 91-01659
PAffi 4 of 4

Pursuant to Section 43c of the Code of Arbitration Procedure, the
following Forum Fees are assessed;

5 nfmirtnno X $750 = $3750 «HTHI« hflarlTTg session deposit of $750 - net
$3000 due*

Forum fees Assessed Against Respondents Integrated Financial Services,
Richard Connolly, F9C Securities Qqtpqi'atl.g'i r sod Murlis Gilbert t
jointly and severally, in the attaint of $3000* The Respondents, jointly
a™* severally, *>*»i 1 ai**-> reimburse to *"** Claimants the amount of $950,
which represents the filing fee and hwring session deposit which was
previously deposited by +•***» Claimants with ̂ ^̂  NASD.

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

By

I/

Janice K. Franraan, Esq., Chairperson
Public Arbitrator .

/ 1
1 ^ "
^V^tJ J

Public Abitrator

ttuy T, oongtmn
Industry Arbitrator

CAXB ANASD SbUVUJ BT 1HE NASDx
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Pursuant to Section 43c of the Code of Arbitration Procedure, the
following Forum Fees are assessed;

5 fffff nl nmn X $750 = $3750 minus hem-ing session deposit of $750 • net
$3000 due.

Forum, fees Assessed Against Respondents Integrated Financial Services,
Richard Connolly, FSC Securities Corporation, and Marlis Gilbert,
jointly a™* severally/ in the-amount of $3000* r™w Respondents, jointly
and severally/ qv»n ai«o reimburse to ***"* f*ij>4nimnfrji t-ho amount of $950*
which represents the filing fee and hpnring session deposit which.
previously deposited by the Claimants with the NASD.

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

&i4Ti*Traii-ing»

7

K. PranioDan, Esq., Chairperson
Public Arbitrator

Howard. James Sooool, Jr.
Public Arbitrator

Kelly T. Grmqtmn
Industry Arbitrator

DA1E AMASD taKtiVJi) BT THE NASD:


