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NASD Dispute Resolution, Inc.

In the Matter of the Arbiraiion Betwean:
Adam J. Gebeav and Gary G. Gebean, (Claimants) vs. E¥Trade Securities, Inc., (Respondent)
Case Numbes: 00-00569 ficaring Site: New York, New York

REFRESENTATION OF PARTINS

Clatmants, Adam }. Gebeme ("Mr. Gebean™) and Gary G. Gebes, hereinafrer coilectively
referred 0 as “Claimanes”, appeared pro se.

Respordent, E*Trade Securitics, [nc., hersinafter referred (0 as “Respondent™: Robert ),
McGahan, Esg., Bird, Marella, Boxer & Waolpert, Los Angeles, CA.

CASE, INFORMATION

Staersent of Claim filed on or about: Japuary 29, 2000,
Claimamng signed the Uziform Submission Agreement: January 29, 2000.

Statement of Answer filed by Respondent on or abour: May 26, 2000,
Respondent did not sign the Uniform Submission. Agreement.

CASE SUMMARY

Claimants asserted the following causes of action: fiilure to advise Claimants that the options
transactions they were entering into were vocovered and refusal to allow Claimants to realize
the gain made on said options mansactions. Claimants’ ¢laim invoived ZYLAH call options.

Unless specifically edmitted in its Answet, Respondent denied the allegations made in the
Statement of Claim and aiserted the following defenses: because Claimant was writing
uncovered calls, his trading in tbese options would have resulted iz obtaining gaing via &
form of "frec riding” and Respondent was obligated by federst regulation to reverss the
rrades at wsue in the Statement of Claim.
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RELIEF REQUESTED

In their Statemest of Cleimn, Claimants requested compegsatory damages in the amount of
$16,876.33. However, during the bearipg in this matter. Claimants reduced the amourt of

compensatory damages sough: to $16.666.53.

Respondent requested that Claimants” Statement of Claim be dismissed in its entirety and that
Claimanty take nothing by their claim. In addition, Respondent requested that it be swarded
its costs herein.

OTHER ISSUES CONSIDERFD AND DECIHED

Respondent did not fike with NASD Dispute Resojurion, Inc. a properly executed submission
to arbitration but is required to submit o erhitration pursuant 10 the NASD Code of
Arbitration Procedure and, having aaswered the claim, appeared and testified at the hearing,
i bound by the deterrination of the Arbitrator on all issues submitted.

The parties have agreed that the Award in this matter may be exesutsd in counterpar copies
or thar a handwritten, signed Award may be entersd.

TRATOR'S RT

Claimants were not gramied relief since they engaged in uncovered options wading or "fiee
riding” as defined by Regulaton T. This was unintentional and should have been canght by
Respondent.  Respondent was eoriched by $16.6686.33. Respondent’s corporate
representative, Michae! Schosnberger, admied that there were no systems in place to ¢aich
uncovered options trading. Mr. Gebeau's statement that he checked with two of
Respondent's reprasentatives 1o confirm the legality of his rades was oncontradiceed. In
ather words, two of Respondent's represcutatives told him that his trades were allowablz
under the rules. The trades in fact were illegal under Regulation T, and Respondent’s
represematives should kave xnown thw and so informed Mr. Gebean.
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AWARD
After cogsidering the pleadings, the testimony and evidence presenicd at the hearing, and the

post-hearing submissions, the Arbitrator has decided in full and final resolution of the issues
snbmticted for determinstion as follows:

HA Clamnanls® claims are herebv denied in their entirety.
2. All other requests for relief are hereby denied.

EEES

Pursuant 1o the Code, the following fees are assessed:

Fiting Fees
NASD Dispute Resoluticn, {ne. wili retain oy collect the non-refundable filiag fees for each

clam: .
Initiad claim fling fee =% 125.00

Member Feeg
Mersber fess are assessed to each member fitm that is a party ix these proceedings or to the

member firm thai employed the associated person at the tame of the events giving rise to the
dispute. [ this marter, E¥Trade Securities, Inc. is a party.
Member surcharge = § 400.00

Adjommnments requeseed during these procecdings:

Febiuary 9, 2001, adjournnvest by Respondent =5 450.00

Forum Fees and Assessments

The Arbitrator assesses forum fees for each heaning session canducted. A hearing session is
any meering hetween the panies and the arbitrator, incloding a pra-hearing conference with
the arbitrator, that lasts four (4) hours or less. Fees associated with these proceedings are:

One (1) Pre-hearing session with 2 single erbitrator x S330.00 =3 450.00
Pre-hearing conference: Qctober 5, 2000 1 session
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Twe (2) Hearing sessions x $450.00 = § 900.00
Heating Dae: March 2, 2001 2 sessions

Total Forum Fees = $1,350.00

i The Arbitrator has assessed the $1,350.00 forum fees against Respondent.

Fee Summmarv

i. Claimarts be and hereby are jointly and severaily liable for:

Initial. Fibog Fee =§ 12500
Total Fees =% 125.00
Less pavinents =% 57500
Refund Due ro Claimants = % 450.00
2. Respondent be ant hereby is solely lable for:
Member Fecs =3 400.00
Adjournment Fee = § 450.00
Fomum Fees = £1.350.00
Total Fees = $2,200.00
Less paymenis = § 400.00
Balance Due NASD ispute Resohution, Inc. = 51,800.00

All balences are duc 2od payable to NASD Dispow Resolution, Jac.
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or's Si

I, the undersigned arbitrator, do hereby affirm, pursuant to Asticke 7507 of the Civil Practice
Law and Ruies, that I 2m the individual described hBerein and who executed this instument
which s my award.

Michos J. Maran Sigrature Date
Paublic Arbitrator

April 12, 2001
Date of Service {For NASD office use only)




