PACIFIC EXCHANGE, INC.
301 Pine Street
San Franclsco, CA 94104

in Tha Matter of the Arbitration Between:

iRAL G. HODGE, individually andas ) PCX CASE #: 02-5033
Trusiee for the IRAL G. HODGE LIVING }
TRUST, } ARBITRATION DECISION
} HEARING DATES: JULY 28 & 30, 2003
CLAIMANT } LOCATION: SAN FRANCISCO. CA
v. }
)
PRUDENTIAL SECURITIES, RICK }
LABARE, AND DONALD ARINGTON, }
}
RESPONDENTS }
}

The undersigned Arbitrators, having read and considered the Claim submitted by Claimant on August 26,
2002, and the Answer of Respondent(s), hereby rander the following Decision pursuant to Rule 12 of the Rules
of the Board of Governors of the Pacific Exchange:

REPRESENTATION OF PARTIES

Of Claimant: Resolution Law Group, P.C.
Brian L. Zagon, Esq.
Robert Gonser, Esq.

Of Respondents Charies LaChaussee, Esq.
First Vice Prasident, Associate General Counsel
Prudential Securities Incorporated

SUMMARY OF FACTS
From Claimant's Perspactive:

The Ciaimant is a relired widower on a fixed income who had some investment background. In 1897, Claimant
opened a Prudential Security Account and fransfarred some assets into the account. His investment
objectives were first income, and then growth with 2 minimum monthly payment requirement from his principal
and investments with a stated low risk tolerance.

in 2000, the Claimant’s broker Mr. Labare made a substantial purchase of a highly volatile, high yield fund that
was unsuitable based on the Claimant's profile. Due to market fluctuations, the Invesiment lost value
jeapardizing the Claimant’s financial well being.

From Respondants Perspective:
The Respondents' position is thal the Claimant's entire statermnent of clalm is a highly misleading document

riddied with inaccuracy and half truths which, in reality, is nothing but a desperate attempt o recover losses
incurrad in a slumping equity market.



From Respondents Perspective {continued):

The Claimant, though advanced in years, is an educated, experienced investor who has maintained his mental
capacity and recording keeping skills. All transactions including the purchase of the mutual funds in question
were reviewed and approved by the Claimant. The Claimant aware of the investment markaet conditions in
2000 made all decisions, obtained the benefits from such decisions, and complained only after he allegedly
suffered losses resuiting from such decisions. Additionally, the purchase of these funds was consistent with
the Claimant's secondary investment objective, which was growth,.

ISSUES P D
By Claimant:

Fraud

Misrepresentation

Breach of Fiduciary Duty

Breach of Contract

Suitabitty Violation

Violation of Elder Abusa Laws

Entitiement to Recover Monetary Damages

N bW -

By Raspondents:
Respondents generally and specifically deny each and every substantive allegation of wrong doing contained

in the state of claim and further assert that the Claimant's Prudential Securities account was at all time handled
properly and in accordance with applicable rules, regulations, and laws.

RELIEF REQUESTED
Claimant Requasts:
Award of the following summary of damages:
a. Rescission of unguthorized and unsultable

investment in Saligman Communications Fund $152.971.67
b. Punitive damages $305,842.00
¢. Costs $4,407.52

($1.407.52 for case filing fees, communications expenses,
and reproduction expensas; $3,000.00 for court reporter)

d. Expert Cosis (estimated) §1,500.00*
Subtotal $464,820.52

a. Altomey’s Faes (38% of recovery) $284,890.00
Tatal Damage Claim $749,710.52

*NOTE: Claimant at hearing Informed arbitrators that actual expert costs were $7,500.00 but no supporting
documents were submitted.
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Respondents Request:

Dismissal of the Claimant's claims in their entirety and Prudential Securities request that costs be awarded in
Prudential Securities’ favor. Additionally, Mr. Arington and Mr. Labara request the Arbitration Panel
recommend the expungement of alf reference to this matter from thelr registration records maintained by the
NASD Central Registration Depository (CRD).

FINDINGS AND ISION

Afer considering the argument and evidence of both the Claimant and Respondents in this meatter, the
undersigned Arbitrators make the following findings:

1.

2.

Claimant was sokd an unsuitable fund based on his Prudential Securitias’ profile.

Claimant's fund was toa volatile for his age and the amaount invested was a significant portion of his
assets.

Ciaimant d'd not receive @ complate prospectus of the high-risk fund at the tima of sale, which is
required by regulation.

Claimant tried to get a reascnable rasponse to his concems from Prudential Securities and Mr
LaBare alter writing several letters but was unsuccessful.

Prudential Securities, at the time of these transactions, had inadequate internal procedures for
review of purchases and exchanges of this type, which would require management’s review.

Prudential Securitias provided no evidence of any special consideration regarding handling the
accounis of an elderly, deaf client in his 90's.

A Declsion:

After considering the argument and evidence af both the Claimant and Respondents in this matter, the
undersigned Arbitrators make the following determination and decision of the issues presented, as se!
forth below:

B. Award:

1.

Monetary Damages

The sum of $160,000.00 is awarded fo the Claimant, Iral G. Hodge, individually and as Trustee for
the Iral G. Hodge Living Trust.

Punitive Damages
No punitive damages are awarded to the Claimant.
Costs

A. Both parties shall be responsible for one haif {1/2) of all Pacific Exchange case filing
fees and arbitration hearing costs.
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B. Both parties shall be responsible for their own individual hearing expenses, including,
but not limited to, expert witness fees, court reporter fees, communication expenses, and the
expenses associated with the reproduction of documents, ete.
4. Afiomey Fees
Both parties shall be responsible for their own attorey fees.
5. Other
This is a judgment against the Broker, Rick Labare and Prucential Securities and does not include
Donald Arington. Based upon the review of the facls, we the panel order and/or recommend the
expungement of all reference to this matter from Donald Aringlon's registration records maintained
by the NASD Central Registration Depository {CRD).

C. Other Delerminations

1, Respondent shall reimburse Claimant's non-refundable filing fee O YES NO
2. Respondent shall reimburse Claimant's hearing session deposit 0 YES NO
3. Pariies shall bear their own costs of arbitration & YES 0O NO

4. Should this matter be referred to any regulatory organization (SRO
or SEC) for disciplinary investigation of rule violations or violation
Federal securities laws? O YES

o]
"
o

D. Farum Fees:

To be determined by the Pacific Exchange Arbitration Adminis

Dated: G4 [‘23
Datad: wg%ejos  WWichitt, "Bt

Micheile Bram, Pubhc Arbitrator

Dated: _M;ﬁ_/i,.a?_mz % M‘
h Bemot, Industry Arbitrator
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