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. NATIONAL ASSOCIATIQN OF SECORITIES DEALERS

In tho Marter of the Arbitration Between
Name of Claiment
Rita Mae Jackson

91-03069
Name of %ts

For Claiment: Rita Mae Jackson was represented by James C. Woo, Eaq. of
Green, McReynolds & Reed, P.C., locatad in San Antcmio, Tenas.

For Respendents: Rauscher Pierce Refnes, Inc., was represented by A. Michael
FPerrill, Esq. of Cox & Smith Imoorporated, locatad in San Antonio, Texas.

. L. Joseph Lamn, Jr. was represented by J. Cary Bartan, Esq. of the Law
‘ Offices of J. Cary Bartam, P.C., located in San Antomic, Texas.

CASE TNFOBRBMATTON
Statement of Claim filed: Octcber 1, 1991.
Claimant's Sukxnission Agreement signed cn: September 3, 1991.

Statement of Anmwer filed by Raspondsnt Rauscher Flerce Refnes, Inc. oas
December 13, 1991.

Raspondent Rauscher Plerce Refnes, Inc.'s Submission Agreement signed oms

December 11, 1991 by Joffrey W. Wheeler, Vice President, Rauschar Pilerce
Refnes, Inc.

Statenmnt of Anmemr filed by Respondent L. Joseph Lamm, Jr. on: December 31,
1991.

Respondemt L. Joseph Lamm, Jr.'s Submission Agreemamt signed cns  December
30, 1991. .

Pre-Hearing Conferenca: July 22, 1992 for cue (1) sessicn by telephone
before Arbitrator Raymond L. Britton, Jr., Esq.

Hearing Date/Sessicns: August 13, 1992 for two (2) sessions.
. Hearing Locaticm: Houston, Texas
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Claimant Rita M. Jackasm ("Jackscn®) alleged that Respondent L. Josep.: Lammm,
Jr. ("Lamm®), in the correa of his amployment as an Account Representative
with Respondenmt Rauacher Plerce Refsnea, Inc. ("Rauscher®), failed to

Froperly perform his services as an investmemt advisor. Jackson specifically
alleged that:

1. Lamm recammended that Jackscon sell income producing assets amd
purchage speculative and/or low dividend paying investments which
were inappropriate for Jackson, a widow with modest assets and
little experience in business and financial matters;

2. Lamm engaged in umauthorized trades without Jackam's
knowledge and comsent, assuring her that she would receive a higher
return on her mney as a result of the new investments;

3. lamm engaged in excessive trading in Jackson's account,
processing approcimately $435,000.00 worth of trades through the
account, generating approximately $12,000.00 in comnissicns, and
buying and selling the samm securities within a short time span)

4, Lamm cbtained Jacksom's signature on a Cuatamer's Agresment:,
and openad a margin acoowmt for Jackson, using this margin accoumt
to incressge activity in Jackson's account; and

5. Lamn abused his position and relationship with Jackson to
cbtain loans totalling 310,500, which had not been repaid at thes
tima of the £filing of tha Statement of Claim.

Respondent Rauscher denied the material allegations of Jackson's Statement of
Claim, alleging that:

1. Jackson's Statement of Claim fallg to afford Rauscher fair
motice of the allegwl bases for Jacksom's claims by faillng to
idcnt::l.!y th.e particulay securities Jackson deemed

2. Tha activity in Jackso's accoumts was not unsuitable for the
transactions primardily involved mutual funds and equities, which
was a omservative investment strategy undertaken pursuant to
Jacksen's dasire to invest in securities with a potential for
appreciation;

3. Jackson was in regular conmmication with Rauscher regarding
the trmmsacticng in her accoumt, received timely confirmations of
each transacticn and monthly statements, yet naver carplained of
the acconmt activity;

4. Jacksm specifically authorized the opening of a margin
account and acknowledged so in a written agreememt, which plainiy .




explained the operatim of such an accoummt. In additiem, v

intevest charges were clearly repcrted each month in the momto. v
statements;

5. Rauscher had no koowledge cof, and did nct condone, any loans
by Jackson to Lamm, Jacksont never rsported aoy such loans or gifts
to Ranscher, guch conduct was comtrary to Rauscher's policies and
Rauscher tock immediate action once such zllegations were
discovered; and

6. Any damages Jackscn is seeking cammot be attributed to
Rauscher and Rauscher is not an insurer of the investments of the
customers.

Regpondent Lamm denied each of Jackson's claims of wrongdoing or misconduct
oo his part, specifically alleging as follows:

1. The investments recommenderd to Jackson ware consistent with
her expressed desire to acquire investments affeeding a higher race
of return;

2. All transacticong effected on Jackson's bebalf were consistent
with the investment program approved by Jackson. Although certain
discreticm was exarcised with respect to the timing and pxice of
same transactions, without Jackson's specific approval, such
transactions were promptly disclosed to and ratified by Jacksan;

3. All short-tern transactions were congistent with the
igvestment program approved in advemnce by Jackson; and

4, The §10,500 Lomm recelved from Jackoon was voluntarily
provided as a gift and not as a loan. Lamm's receipt of these

funis did pot result from an abuse of the relaticmship between Lamm
and Jackson.

Lamm agserted that Jackson's Statemant of  Claim did not identify with
specificity the dates of the dispute, the actual transactions allegedly
comstituting such wrongdoing, tha types of securities inwvolved in the
Mmmmmmmuammmmmm
and/or type of relief requeatsd.

Claimant Jackson requested that the panal render an asward against Respondents
in an wmspecified amoumt for loss of capital on trades; peymsnt of excessive
camissicns; unpaid losns to Lamm; umecessary interest on margin accoumt;
and lost cpportumity cost. I'n addition, Jackson requasted punitive dammges
and attcomeys' fees.

Respondent Rauscher requested that Jackacn take nothing by her claims against
Rauscher and that thosa claimg be dismissed.

Respondent Lamn requested that the claim be dismissed with prejudice; all
relief requestad by Claimant against Respondent Lamm be denied; Lamm be




awarded attorneys' fees and costs agaizst Claimesnt in these proceec. gs; and
that ha be granted such other and further relief as may be availahia under
applicable law,

OTHER ISSURS

TESITERED & IECOED

The parties have agreed that the Award in this matter may be executed in
coumterpart copies or that a bhandwritten, signed Zewmrd may be entered. In
either case, the parties have agreed to receive confcrmed coples of the Award
while the originals remmin an file with the NASD.
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After considering tha pleadings, the testimony amxi tha evidence presanted at
the hearing, the undersigned arbitrators have decided in full and final
resolution of the issues sulmitted for determinaticm as follows:

1. Respondent Rauscher Pierce Refnes, Ina. is liable for and shall
pay to Claimant Rita Mae Jackscn the sum of $14,245.00;

2. Respondent L. Joseph Lamm is liable for and shall pay to
Claimant Rita Mae Jackscn the sum of $1,825.35;

3. In additicn, Respondent L. Joseph Lamm is liable for and shall
pay to Claimmt Rita Mae Jacksco the of $10,500.00 as punitive
damages . In determining to award pumitive damages, tha pansl
omsidered the authorities and arguments presented by the parties
and determined that the authority existed for an asmrd of pumitive
damages to the Claimant;

4., In addition, Respondent Rsuscher Pierce Refnes, Inc. is liable
for and shall pay to Claimant Rita Mae Jackson tha sum of $8,000.00
as attorneys fees. In determining to award attorneys' fess, the
panal considered the anthorities and arquments pressated by the
parties and determined that authority existed for the awaxd of
attorneys' fess to ths Claimant;

5. All other costs of arbitration, including attomeys' fees, not
inmrring the cost.

Pursuant to Secticn 30 of tha NASD Coda of Arbitration Procedure, the pansl
hereby confirms the prior decision of the -Director of Arbitration to wadve
the adjourrmant fee of Claimemt Rita Mas Jackson ca May 13, 1992.




FORTM 77RS
Pursuant to Secticn 43{¢c) of the Code of Arbitration Precedure. tha
following Forun Fees are assesssed: Ona (1) Pre-Hsaring sessicn x $300.00 =
$100.00. Two (2) hasring gessicns x $600.00 = £1,200.00. Total fees dua =
51,500.00.

The National Association of Securities Dealers, Inc. ("NASD") shall retain
the claim filing fee of $250.00 and refund the hearing sassicn deposit of
$600.00 previcusly deposited by the Claimant Rita Mas Jackson. Respondents
Rauscher Plerce Refnes, Inc. and L. Joseph Lamm are jointly and severally
liahle for and shall pay to the NASD the sum of $1,500.00 as forum fees.

Feuanpnyablebothelhtimalhssmiatimof%cmritiﬁsnulm, Ine.
CONCORRTNG ARBTTRATORS' STRATURES

Dated:

September 29I 1992

w' 29, 1992

September 25, 1932




