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NASD Regulation, Ing. Otfice of Dispute Resolution

[ the Matter o the Arbiraton Between
Juvee B Smilh.
Clajmant.
v No. D3-03617

Morgan Keegan & Company. bae .
John Martin & Marcus S, Chulders,

Respondents.

REPRESENTATION OF PARTIES

Claimant Jovee H, Smith ¢Clamant”) was represented by James Reharchak of Mitler, Hamilton.
Smider & Odom located in Mobile, Alabama,

Respondents Morpan Keewan & Company, Ine. ("Morgan Keegan™) John Manin c"Manin ™ and
Marcus S, Childers ¢ Childers Uteaflectively referred woas “Respondents™ 1 were represented by
David M Minnick. Pago and Michoel Ko Henry o Morgan Keegun located o Memphis.

Fennessee.

CASE INFORMATION

The Statement of Claim was tlicd on or about July 27, 1993,

Claimant's Submission Agreement was signed on July 21, 19005,

Mhe Joint Statement of Answer was fijod on or about September 200 19405

The Joint Amended Statement ot Answer was fided on or abows Februany 14, 1996,

The Joint Second Amended Sttement of Answer was Hiled on or about fainaars 28, 1998,
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Respondent Morean Keegan™s Submeion Agreemaent was siened on September |90 1893

Respondent Martin®s Submission ercement was siened on September (490 7995 by his antornes
David ML Minmiek,

Respandent Childers” Submission horeement was signed on Seprember 18 993 oy his attorman
David M. Mianick.

Respondents” Post-tHearimg Bne? was tiled on or aboa Februan 200 1993

Clumant’s Pesi-tlearing Briet was filed on ar about Februars 23 1998,

HEARING INFORMATION

e wiephonic pre-heartng conterences were held on February 13, 1996 Tor one (1 session and
February 21, 1996 for one t11 wession.

The hearing was held on Februars TE 19298 for two (20 sessions 10 New Orleans, [ ousiung,

CASE SEMMARY

fnthe Statement of Claim, Clamuant alfeoed tkat <he was persuaded by Respondents to upen a
secunties account with Morgas Keesan, Claimant contended that she informed Respondems that
her number one priority in her mvestment shjcctives was salcty of principal due o 1he fuct thal
she was investing and eptrusung them sath ber hie sasmgs. Claimant a<sened that Respondenis
old her that it she purchased Federal Nattonal Mortgage Association REMTC 1993 Trust
Class J honds 0he “honds™y ber money wauld be as safe as a CTY and would nocbe atfected by
inzerest rates. Claimant maintained that. based on these represensations. She myested
approximately $30.000 in the bonds.  Clammant alleged that the bonds were not as sale as D7
and that she fost i substantiz! amount of mones beeause of this purchase Clamant firther
aliered that Respondents made unauthorzed trades involving Mobile Tewecomm stoek. Claimant
alses comended that Respondents tailed w0 evevute an order to purchase Proffitts sioch Clainumt
alleged causes ol action against Respondents including: hreach of contract: breach of tiduciary
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duty s suitubility: zegligence wantonnes<: ubd vmissions of material tact.

Ruspendents dented ab) labitins o Ulimant i the Joint Statemend of Avswer, Respendents
aflegcd that Claimant wld Childers that she had presious experience with stecks and mutuasl
funds and fisted her imvestment objectives as including satety of prineipal. growth, income.
speculation, and wax advanieed  Respondens contended that Claimant purchased the honds
atter discussing with Childers potential price thuctuations resulting fronmnterest rate changes o8
well as general discussions abowt the maenner in swhich bonds such i thew Tunctton in the
marketplace. Respondents asscrted thar the Mobde Telecomnn investimert was the one oquigy
nvestaent. vut of seven ol i wiick Claimant did not realize o protit Respondents
mainaired that this foss was recoupad by oonow rading strategy . Respendents spectlicalls
Jented that anv instrucdens were over weven by Chimant i Chifders oo purchuase Proffis stock.

RELIEF REQUFESTED

Claimant requested an award of compuensators damages in the amount of $21.973.30, plus
interest. punitive damaces. aml atiorney fees.

Respondents reguested that the Statement of Claim be dismissed inits entirety with prejudice.
plus their costs. expenses and wtornes fees. Respondents also requested that thes matter be
expunped from the Central Revisiration Depository of the National Association of Securities
Dealers, ine. tor the records of Respondents Martun and Childers,

OTHER ISSUES CONSIDERED & DECIDED

Respondents” Motion 1o Dismiss was denied.

Respondents Martin and Childers did not file with NASD Regulauon. ine. Office of Dispute
Resolution a properiy executed submission to arbitration but are required o submit to arbitration
pursuant to 210301 o the NASIY Code of” Arhitration Procedure ¢the "Code ™) and having
answered the eiaim. appeared aod wesutied i the hearing, are bound by e detenmination of
arbitrabon panei on all issues submiticll

The parties have agreed that the Avward in this matter may be exccuted in counterpiar ¢opies of
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thata handwtten. signed Award man be entered  fieeither cases the parties have agreed (o
receive contormed copies ot the award while the orivinali sy remam on e with NASD
Reguiation. fne. Oftice of Dispuie Resolution.

AWARD

Atier considering the pleadings, the westimony, and the evidence presented at the hearing. as well
as the post-hearing submissions. the andersigned arbitriators have decided in 1ul] and final
resolution o1 the 1ssues submitied for determination as fallows

R Frat Respendent Muorgan keegan & Company, Ine. is liable for and shatl
pay to Clamant Josee FLosmith the amount of $4.300 for general
damages. plus lezal interest on this amount dating from Tanuaes £, 1994, |

) Fhat Respondent Morgan Keevan & Company . [ae. s lable tor and shall |
pay o James Rebarchak and Mitler. Hamiltoa, Smder & Odom their
attorney lees in the amount of 3800

13) That the clasm lor punitive damages 13 dismissed with prejudice:

i That all clums avainst Respondents fohn Martin and Marcus S, Childers
are dismissed inthetr enurety sith prepudice:

(3 hat. due to the unigue nature of the partics. ineluding the social
relationship bebween tiw customner and the beoker. this matter 1s ordered
expuneed rom the Central Registranon Depository of the National
Association ol Securttres Deaiers. Ine. tor the records of Respondents Jolin
Murtin and Marcus 5. Childers: and

(1) Chat any rehicl oot specifically enumerated 1s hereby denied with
prejudice.

FORLIM FEES

Forum fees are caleulated at the rate of $400 per bearing sesston and 3300 for cach pre-hearing
conference. i any. Fhere were two (21 hearing sessions x $800 = $400 in forum fees. There
were tao () pre-hearing sessions € $300 - 5600 in forum tees. Total forany fees = 51,400,
Pursuant 10 §10332(h) of the Code. o hearing session is any mecting between the partivs and the
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arbitratori <, inciuding @ pre-heanng conterence with an arbitrator, whivh lasts tour 04 hours or
Jess.

Pursuant o §10332¢¢y ot ihe Code. NASD Regulation, Tng. Ofice o Dispute Resolution shall
retain the non-retfundible 1iling fec 1w amount of S100 and shall rehimd the hearing session

deposit in the wmount v K300 mevonsiv deposited by the Clairant.

Pursuant o §103320¢) ol the Code. Respondunt Morgan Keegan is liahle tor all forum fees in the
amount of $1.400.

Pursuant to §10333 o the Code. N ASD Regulation. Ine. Office of Dispree Resolution shall
retaia Respondent Morgan Kecean's membey surcharge in the amount o S2

Fees are payvable to NASD Reguiation, [ne. Office of Dispute Resolution.

Concurring Arbitrators’ Signatures:

\s\ Larry M. Roedel, Esq. March 13, 1998
Larry M. Roedel. sy, Dated:
Chairperson

Public Arbitrator

s\ Herman Brasseaux March 15, 198
Herman Brasveuus Dated:
Panclist

Public Arbitrator

\s\ Lawrence ), Sisungp, Jr. March {3, 1998
Lawrenee J. Sisung. Jro Diated:
Panelist

Indusiry Arhitrsior

For NASD Regulation use onls:
Date award served on partivs: March 13, 1998




