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PACIFIC EXCHANGE, INC. 
lis Sansome Street 

San Francisco, CA 94104 

IN THE MATTER OF THE ARBITRATION 
BETWEEN: 

PCXCaseNo.05-S009 

Claiinant. DECISION 

vs. 

RBC Dain Rauschcr Inc. and 
Michael McDonougb, 

Respondents. 
/ 

Tbe undersigned ArbitiaTor, having read and considered ihe Claim submitted by Claimant, ^ ^ 

^ l ^ a n d the Ansv-er of Respondents, RBC Dain Rauscher Inc. and Michael McDonough, and 

ha\*ing considered written evidence presented, hereby readers ihe foUowing Decision pursuant to 

Rule 12 of the Pacific Exchange. 

REPRESENTrATION OF PARTIES 

Of Claimant ^ m [ ^ 

Of Respondents: Abe Lampart, Esq. 

HISTORY OF CASE 

Statement of Claim filed on or about: September 8,200S 

Statonent of Answer filed on or about: October 21,2005 

Hearing Date: Decision completed Jannaxy 10,2006. 

SUMMARY QF CASE 

Claimant, a public customer bought six (6) Martha Stewart Living (MSO) September, 2004 

S12.S0 call options and sbc (6) MSO September, 2004 S12.S0 put options on January 28,2004. He 

instructed his broker to sell Ae 'losing" position in a telq)hone call on March S, 2004, presumably 

after fte jury announced the verdict in the Mar&a Stewart case. 

The biolcK upon hearing rumors of an acquittal and seeing the stock rise, sold the put 
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1 options. Later.ihencwsofiheconvictioncausedlhcstocktradingtobebaltcd. Itre-opeo^dlower, 

2 whereupon the broker sold die now "losing* call options. 

S i ISSUED RAISED 

4 I Claimant claims no authoiization for cither sale. 

3 I ^ Respondcntclaimsthatthcbrskerdutifullyfollowcdinstractions.thatthcrewasratification 

6 I by Claimant, failure to mitigate and arbitrary damages claimed. 
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RELIEF REQUESTED 

Claimant seeks SS.OOO.OO compensatory and 55,000.00 punitive damages. 

Respondem seeks a defense verdict and recovery uf urtome\'s fees, or in the alternative, 

maximum recovery by Claimant of loss of put value of S617.06 (difference betv '̂ccn purchase price 

ofSl.392.37 and sale price of 5773.51 of put option). 

1^1 FINPJ^•qSANPD£CIS^ON 

^ ̂  I A. Findings of Fact: 

^ ̂  I After considering tbe arguments and evidence of both the Claimant and Respondents in this 

^ U marter, the undersigned Arbitrator makes the following findings: 

Claimant intended for one side of his MSO holdings to be sold, not both. "Die broker acted 

on perhaps uncertain instructions, guessed wrongly bef(H« the verdict and sold the puts. Heconectly 

sold tbe calls aAerwards. 

B. Decision: 

Aiter considering the argument and evidence of both Ae Claimant and Respondenis in this 

matter, the nndersigoed Arbitrator makes the final determination and decision of die issues 

presented, as set forth bek>w: 

Tbe broker was responsible for professional execution of die trade requested oo Qainiant*s 

behall His actions fell bdow this standard. GaimanVs k>ss is tbe value of put options sold for less 

dian the purchase price (5617.06). Further loss is speculative and was not proven by ClaimanL 

1. Monetary damages $617.06 
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2. Punitive damages None 

3. Attorney's fees Each to bear their own 

OTHER DETERMINATIONS 

1. Respondent shall reimburse Claimant's non-refiindable filing fee. 

2. Respondent shall reimburse Claimant's hearing session deposit. 

Dated if^j^^O/^^/tojZXs*^ 
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