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TJitf anoersiunes Arniirators. ^i•.:^:^: carcmil^ read ird considerea :nc Cizirr jji:mjttt"J h\ (.'.asi-.dn'. 
;n March. 12. IO-OJ and *.he Answer of Responaer.i ^dted Miiy ^. I'JOO. is -A-eil as '.he sLhmssJcr.i. 
:esnmO[!y. inc oral ara'j.iient5 presented at the heanng heic October I J - - - I . ZO*'iO, do hereby render 
:he rbilcwina Decision pursuant ;c Rule \Z of :he Rules «t'.he Board of Govemnr'; or ;:ie Pacric 

h-tcnanae 

OfC'aimaaus'! 

Of Respondent s) 

REPR£SENT.A.T^OS- QF PARTIES 

John M Rochefon. Esq 
'iVesron. Renshoaf. Roche fo r i Rubaicava (<• .ViOv^kish. LLP 

PaulM. Foster, Esq 
Prudennai Secuniies. Inc. 

SLTvINLaJlY OF FACTS 

Claimant's AJlcyations 

Claimam J Cari Peus, \ L D ("ciaimant" or *?eus'*) aOeaes he had a hisiory of making uDcovered calls 
widi Respondent Prudential Securities Inc. C*respondent" or "PrudcntiaT') In February 1999. 
claimant wrote 30 uncovered EBAY calls with a 5300.00 strike price due in July 1999 On March 
24, 1999, ciaimant sought to iinplement an investment strategy whereby he would roil out Uie calls 
Aixh respondent. Respondent however, ultimaiely refijsed to carry out claimam's roQ out request 
Among other alleged reasons, Peus alleges that Prudennal declined to implement claimant's scratrjy 

on the grounds that he lacked the appropriate scpinsticatioa as an investor Claimant assess 
Prudential made this detenninaiioa despne claimam's uading history, whidi he believes demonstrated 
sufncienc investor sophisdcaQon. At one point, claimant's broker placed some ofthe requested roll 
outs, but respondent's ccmpliaoce department busted these trades. 



F^js njitne: .liieaes r.ti riiij ..ic*:.. _. ^ommunicanona Aiin resconc. :n. lu\\ .'-^^ seeking 
'espijndt;ni'= ip[:rovai i'or :us ruil out ^:^3telp.• He is.-ierts ;hat aunn^ 'ius pentjc •''rjL'entJii! 
•"weateiiv ."ccreierced ;hat Kis roil 'Jii: reaue.^i AOJ. 'iiiii -inder jonbiuerjiion ' \\\ *r:e while. 
P-uueniiai ieciuie'-! :o i v e ciaiman: a definitive iiTAe: Claimant otferw Ji •A.T.VLP.U IQ Umi !ys lossci 
-.'.: S; jOO.OOt;- yi arii. -.vhi.e AaiTir.c tor i'rjdentia.'i dnai Jec-.sion. anerr.ctea :c minifraze iii .os-es 
"'. ^".iinu ceT'.ain ?'jis inz — •M'ti lOb^MndcrLt's "^^rT.is-iior. -- r :v»Ry iL^iiticnai ::riiU 

RtfspondeTii jiiiir^ic:> .iec!ir.e'.i :o implement c.aimar.t a TC-jucit PeiJS .iiie;:*:^ mat it ".r-ai '.ims, nis 
Pruceniiai i:r'.'\er tijui nn: i Aii ihen :co late :CT Tm ic e:fec: "ne prooosec iiivcstmer' i-rntcjN- n\ 
"ransfc:"?!!; :ii< jccoun: *.o .:.'̂ (Jir.c: *"OKKaae :^ci..'-t 

r.fitniaji; i 3-7a[emen[ -ir .::ajrr. jfniencs rcsponcen: A as ne^JLcr.;. tfeachfG its •-'£:!! jat:un :•! XJJ I anj 
^unridenrc "o diiinan:. and :?rr2che'i "s imp'ied covenant or" ̂ ooc :'dJih izia \aiT -eaiinii ^r iKe 
neiTJW. ciair:;:;]! i.S'-eryed r u r n c rKai ?:ij::e.ni;2i .ijJ Tiled '.o Jis^iose :t? intention -o Je•^^ ."iî  :cGi;Ct' 
ind :hai tb .='.c:i;ins .ar-i: n .̂c*;on> pro'um^ireii. cause j i:jaimar.i'> 'as^es. ai^cise:: 'u ^e ..n sxJOta .T 
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(*rjdentia;. on :J".e itner hind asserts ;: prjdenrlv a.na prcperiy -srused r:; :mpitfmeni i;.a:rnarii s 
-cA\ out uist.nic::om R.;:&ponaer.[ asserts iliai ciaur.snt'i preexisting .os.^es of approximaieS 
S..'JOO. JOO 'X necsssanly prec'-uded »;ont:nued implementation of his nskv invesimeal s:raiciiy. 
and claimant's offer :o limit hi* losses was nut enforceable given :he volaiue nature of EB.AV 
stock dunnj! the subjec: rime period Respondent ulEimateiy held claimant responsible Tor his ow-
lo^ses Prudential claims tha; Peus was nor precluded 5-om mitigating his ios.'vs by, amcnu otne: 
things, transferring ali or pan cf his account to another brokerage house or houses where he 
could have implemented the same 'j-ad'uig strateg].* 

Prudential alleges that claimant's 5trateg>' was :o profit &cm what he believed [u be an 
"inevitable" decline in EBAY stock. That decline occurred, but only after the July calls expired 
i rd within the time sought in the requested roil out. i .e , October 

Both parties agree, wnh the benefit of hindsight, claimant's trading strategy would have ultimately 
resulted m a pront. had he been able to roll out the July calls 

RELIEF REOL^STED 

Claimant seeks in excess of 51,200,000.00 
Respondent seeks dismissal of claimant's claims and costs 

WAIVER QF RIGHT TO CHALLENGE TECHNICAL FAILtJRE DL1 

At the outset ofthe hearing, before the introduaion of any evidence, a technical difficulty was 
encoumered with the recordins device. The Chair advised the panies that the panel was prepared 
TO begin the proceedings anew to ensure a fiill and complete record. Both parties agreed that the 
Chair's instructions, including the oath ofthe arbitrators, would be incorporated by rererence and 
waived reinitiating the proceedings &om the beginning ofthe Chair's opening remarks 
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i*Tj:r'v i.\cp.jr.tfe :h.=i:! rtTuni: c:dir:ia:ii'i hiinrtt ^eibior. .ier-.''s:t 

z'iii.ii .•.:v:'.r.:ic'.: .jn^i-rs m :rv K A M I i\(oi\o'.-^-^ 

"I -L^-Liji'.:!/ ;ijnc«! .r. '.he V.^arc ne:e:n bui icfi .̂-umpe.Ied :o dabi:r^:c ;h3! nr. oy:7i[ue,''ai..;r .••: 
".ne -ciftimuniaj a rc lccjrrien[a.-i. trMJcnce 'or 1̂1 oirriajn qt:e:)i!ons. :he \ic'/^ :r:i-:eor IcjfiS ne u 
:rtc :ci]t;w.mL' concius:i.ris 

That responccni ha\i duties or'^ilsc;o5^irc A-ruch A-ere breached in je\e!aJ Jiitercni rwpecn 
dunnc tne course of :ime ber*cen March and Juiv. '.^^^ 

2 These breaches had a denniie causal erfect cr. claimam's losses :n :his :ra.i.s£cricn. rn i r 
amount which is impossible to measure \^ith exactpj 

-' Clainiant railed to [ake su^cient reasonable steps t ) a^empi '.0 mitigate his ju-n 
damaizes " 

Dated November 2 - ^ . 2000 
Elliott Finfcei. Esi/, Chair 

Dated November . 2C00 

Emest S Gould, Esq . Public .Ajbicratur 

.^ibiirator Cobb respecdiilly dissems &om the decision. 

Dated. Ncvetnber . ZOOC 
Mar>- E Ccbb, Industry .-Arbitrator 
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:)n!cJ ^.'ove.'Mljc; 

Elliuil Fiflkcl. E î'i Chjir 
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Dated Vove:nber J- ^ . Z*j^'''i /A.A liA^'l 

.Aibitrator Cobu rcsoeciliiJIv dissents lixsin the dco&ion 

Emesl S Guiiid, Esq 11 uhHc Aiburatbi 

lJjt<^l Noveiiibci Ziji.*i.> 

Miiry E Cjub, indusiry .Arbitrator 
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I ^aL.*: -ar:^ -Aiil oe i ; .ti ..wr :::?;5 anu* Jitcrre*. -i fees 

F'jrjrn :'i:v-̂  rasaole v '."e ?i::rii: Fsc^arge. ire .i^sesse:: -Ujins; •e-j'jorr.ert .r. -"it 
imoun: if 51 ^"'. •'• 

• PAC::*^ t.\c:i5.nuc ".dil 'e'^ir.i: c-.«,'.T,.'.r.: •; ":earn*: -e^:-ior. letv'it: 

-j::i;r:i! -r ?:r::eb: S GnuM *=fL'arr.r;". ;::r.L:jTi .n :nc VAjrd JS :"i.ii]û -vf 

". ••e!uc:anily -^tincur in ::ii; \ A - ^ Z icrein T'.ir r'ee: •:onipe;led lo c:aCora;e :nai nv conaicers::!. r. -jr" 
'.he '.cstiinonjai ana docurr.enian- e*.:we.-c;e • fjr -r-n H;er:am c-uestxci. :he lacĴ  rhereofi ie.idi TJC ' r 
•.He follovkinu conclusions 

That respondent hao duties j f disclosure -Ahich were breached :n several -itfe.'en: respects 
jurina the course of time between March and July, 1999 

I Thcrie breaches haci 3. uetirute .:3usal etfe-j; on claimant's losses :n rhis transactor., ii an 
amount 'A-'nich is iropcssible tc T.casure -Aith exactness 

: Claimant railed co rake sufiicierit reasonable steps :c attempt TO miiiuate his OV.T, 
damaizes " 

Dated N'ovemfaer . 20CG 
Elliott Finkel, ESQ . Chair 

Dated. November , 2000 
Ernest S. Gouid, Esq., Public Arbitrator 

.An^iirator Cobb respealuUy dissents &om the decision 

Dared November £ ^ | _ , :oOO /KlU^yi' ( I H 4 ^ 
Mary E. di}bb. [ndustr>- Arbitrator 


