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daiznants Jorge L. CVircia and Mary Trow Garcia ("the Garcias") alleged
that Respondent Paul gfr"*-«» ("Shute") , broker for Respondent John G. Kinnard
and Company, IDC. ("Kinnard"), controlled all of the Garcia 's accounts while
employed at Kinnard. T*«» Garcias also alleged that Kinnard was negligent or
reckless in employing Sbute. Ite ̂ g-reiyg alleged that Shute left Kinnard and
obtained employment with Summit Investment Corporation ("Summit*); the

alleged that at the *H™ the Garcia1 s accounts ware transferred to
Summit, most of HW*T- money had been lost̂ by Shute at Kinnard, and <->•"* losses
>»arf been rnrirrnl nti >T*M> gar-r̂ aa "Hiĝ d <-fr» following violations: (1)
conversion-mi saj-yujyi.laticn, Federal Securities Fraud, Sections 10 (b) and
15 (c) (1) and Rules lQb-5 and 15c-l, respondeat superior r negligent
supervision, N.Y.S.E. Rule 405, JMEX Rule 411, Minn. Rule 2875.0910, federal
control person liability, general negligence, state securities laws Minn.
Stat. Section 30A.01 and section 80A.03, breach of fiduciary duties, and
n> •!•••« i law Fraud.

In claimant's ftmg*v*a<̂  statement of f̂ li"/ *"frft flamrriag aHHiari Summit as a
Respondent. Ifce Garcias alleged that Jorge Garcia invested his mother's,
Elsie Sanchez, life insurance proceeds, which she received from her other
son, in an account held at Kinnard. Ine Garcias alleged that Shute stole
part of the insurance proceeds by forging a $29,399.10 check payable to

and Jorge Garcia. 1*** ĉ -p-Hap alleged that they believed that
money had been transferred to Summit wnen Shute joined Summit.

Kinnard denied any wrongbbing, and alleged that the Garcias sinply lost
money in the market. Kinnard alleged that it did not appear that any money
was stolen from the account, nor that the account vma excessively traded.
For Kinnard1 s crossclaim, Kinnard alleged that they are entitled to recover
from Shute a*n damages raaigeri by ***« actions, j-nr1̂ l<T T̂ indemnification and
contribution for all costs of Hafang* and any liabilities Kiamard may face.

Sunndt denied that it engaged in any fraudulent conduct. Sunndt alleged
that the flared aa had a duty of due diligence with respect to Hwir CMQ
accounts that they n̂ilfld to exercise. For *">**•*'•'• counterclaim against gi*H^
gy1 *̂** ("Sanchez"), Sunndt alleged that Sm?b̂ « entered into a settlement
agreement with Kinnard which made her wholef and that in the event an Amrd
be entered against Summit for repayment to the nary-Haa for funds converted by

should be fgrriorqtfji to <* •!' -i" I>«I*N> to and/or indemnify Summit
in the amount of any such Award.

In fhHr cross nla-lm against Sbute, Sunndt alleged that Shute's conduct
was »«™"**»?nH ̂ yj and beyond fr*» sqqpo of ̂ g employment with Summit, and that
Sbute should be ordered to indemnify Summit if an Award is entered against
them.

Elsie Sanrhez filed an Answer and objection to the arbitrator1 s
jurisdiction of Summit1 s counterclaim against hear, alleging that the
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counterclaim is frivolous. flanrhw; alleged that she did not agree to
arbitrate any fia-i™ Sunmit nay have against her. Sairehpn requested that the
pretended t*e*̂ \+*trr»i a-Un against *«"*" be *̂ *a'̂ gggd.f and that php be awarded
attorney's fees against Summit.

requested the following against Respoodeat Sunmit Investment
Campanyj compensatory damages in the amount of $5,000.00, attorney's fees,
interest, costs, disbursements and expenses, and such other relief as the
-arbitrators, based on the evidence, -deem just and equitable. Claimants also
requested the following against Pff̂ ŷ â"̂ p Kinnard ****** Shute t
damages in the amount of $10,000*00, attorney's fees, pee and post award
interest on all damages awarded, costs, disbursements, and expenses, and such
other relief as the panel deems just and equitable*

Kinnard requested that the ̂ ™̂» be denied entirely and that they be
entitled to judgment against Shute for contribution, indemnity, damages,
costs of dflfpTiRft and attorney's fees. .Summit requested that an award be
Issued in their favor, dismissing the Statement of rna-hn with prejudice and
fji-unMTig Summit its reasonable and disbursements, JnfOiw^Tvj reasonable
attorney's fees. Summit requested that an Award be entered in its favor,
dismissing Claimant * s Statement of ĤTTI with prejudice arv̂  granting to
Summit its reasonable cost **"** disbursements, -<wiiiTH4nj reasonable attorney's

parties have agreed that the Award in **•<• natter say be executed in
counterpart copies or that a bancteritten, signed Jward nay be entered. In
either case, the parties have agreed to receive r***ff*r*»* copies of the Award
while the originals remain en file with the NASD.

The Claimants Jorge Garcia and Mary Tfcow fl»rH* were granted pmnifiirirn
to Amend their Statement of Claim to add Summit Investment Corporation as a
respondent. Summit Investment Corporation did not file a properly executed
Submission Agreement pursuant to Section 12 of **" NASD fv*fr§ of Axbitiration
Procedure, but having answered the Statement of <TkHm, appeared and
testified, is ̂^̂ ^ by the ™n?lrT«HrM of the Panel on all issues submitted
for

Tne Claimants Jorge f%m?i« and *ary Trow Garcia settled ****̂  claims
against Respondent John G. Kinnard and Company, inc. with prejudice by letter
to the NASD dated Nay 22, 1992. Respondent John G. Kinnard and Company, Inc.
withdrew its cross-claim without prejudice against Respondent Paul Shute.

Respondent Paul Shute did not file an Answer to the Statement of Claim
or a Submission Agreement. Paul Shute dirt not appear at the hiRTH™g- By
letter to the NASD dated August 26, 1991, '-̂ nrfml for Respondent Paul Shute
said that "Mr, Shute does not desire to, and will not, participate in the
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above proceeding, and as a men-participant, he will not be bound by any
arbitral award. " The NASD sent counsel for Respondent Paul Scute, a copy of
O'Neal v. NASD, pertaining to retention of jurisdiction over former
reglstereô ĉesentatives . The arbitrator determined that Paul Shute had
knowledge of the rla-hn filed against him and proper notice of the h

arbitrator ^anHarf anH dismissed TTrvipnrv*0"*" Summit's
against Elsie Sanchez.

After rvTnĝ aftHng HMI pleadings, fr**̂  LGOtlniTQr and *"*"> evidence
at the hearing, *"*̂ » i mHafrgignyj arbitrators have decided in full

and final resolution of ***** innnnn submitted for ̂ â*""** TU>̂  m 33 follows x

1* The fla-lfTMTifrqi Statement Of f^l^m is ^*»v**r| anrf rHarrrigguarl in its

entirety as to Respondent Summit Investment Corporation?

2. Tbe Respondent Paul Shute «*»ii be and hereby is liable for and shall
pay to the Claimants Jorge L. Garcia and Mary Trcw Garcia actual damages
in the amount of Five T*""ppTyi Dollars ($5,000.00) ;

the Respondent Paul Shute shall be and hereby is liable for and shall
pay to the Claimants Jorge L. Garcia and Mary Trow Garcia interest at
the Minnesota legal rate from the date of the decision?

4. Each of the parties flhall bear thftlr ow costs and expenses incurred,
attorney's fees, other than those specifically enumerated for

herein*

Pursuant to Section 43c of the *v*fe» of aT»î *̂ ^̂ *•̂ fĝ  procedure, the
following Forum Fees are

JI ii z $200 • $200 minus hnm~1nq nnnnlrn deposit of $200 » net 0
due.

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

Dp Inn AiiillxaLLon. BmeiLs

- c 1M2 IB! flrtnnr L,
Cnai.jrperfiQft
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