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Pleadings 

Howard (iiiiilicl and Marvin Davis Statement ofClai in aiRl 
Siibnii.ssion Agreenicni. lllccl on or about: 
DBS l-inancial .Services, Inc. and Charles Bank 
Answer and Submission Agreenicnl, filed on or ahoui: 
UBS l-'inancial Services. Inc. and Charles Bank 
amended Answer and Submission Agreement. Hied on or aboul: 

Heanng 

Jnnc 22. 201)6 

August .11. 2006 

Sepicmber I. 2006 

The named parties appeared at the hearing sessions specified below, and luui lull opportunity to preseni 
ariitntienis and evidence. 
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Chicago. Illinois 

Chicago. Illinois 
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Jannar> 24, 2008 2 CJiieauo. Illinois 

.March A, 2008 2 Chicago, Illinois 

Mareii 2008 2 CViicago. Illinois 

March 2008 2 Chieago. Illinois 

March 7. 2008 I Chieago. Illinois 

Suimiiary of Issues 

On or about June 22, 2006. Howard Giinbel CGiniber") and Marvin Davl.s ("•Davis") (collectively 
referred to as "Clainianis"). fded a Statement of Claim ("Statement of Claim"') .̂ gainsI UBS [-'inaneial 
Services. Inc. I7k/a UBS PaineWcbber. Inc. ("UBS") and Charles Nicky Bank (^Bank") (collectively 
relerrcd to as "Respondents"). 

Claimants' Statement (>f Claim alleged un.suitable investment recommendations and misrepresentations. 
SpeciHcally. Claimanis' allegations included ihe following; (i) UBS failed to reali/.e ihai Claimants" 
portfolios did lUit [It the risk proHles relleeled in ClaimarUs' account opening stalenienls and failed to 
make certain reeummendaiions, (ii) UBS through its agent Howard Jacoh.son ("Jaciibson") pru\ ided 
inap|)ropiialc and misuitable reeom!nend;ilions and ad\ice to Claimants, (iii) UBS made suggestions tn 
Jaeobson that he encourage Claimants to ti'ade options uiilnnii regard to Claimants" experience and 
suitability, (iv) (IBS fatletl to gi\e Jaeobson an\ training or instruction about options trading and risk. (\) 
U'BS made reconmiendations of cenain options trades despite that Claimants were retired and eonirar> h) 
their investment objectives and risk tolerance, (vi) UBS failed lo ensure thai its recommendations were 
appropriate and (\ ii) UBS failed to give apjirojiriaie and suitable advice. 

Claimants" Stalemeni of Claim al.so alleged liiat (JBS luid a computer program (law and tried to cover it 
up. Specifka!l_\, Claimants contend that UBS' computer system miscalculated certain equit\' margin 
retiuiremenis and due to the eonipulcr program error, excess credit was extended to Claimants and UBS, 
and upon UBS' discovery of the problem, failed to inform Claimants. 

In its Statement of Claim. C'laimanis furUier alleged that Respondents breached its duty o!" due care 
(negligence) in UBS' management of the Claimants' aecouni.s and arc liable for their negligence. 
Claimanis contend Kespondenls breached their duty of due care by failing to (i) supei'visc the handling of 
claimants" aeeount.s. (ii) review the le\'el of risk in which they were invtilved, (iii) train Jaeobson in 
options trading, (iv) point out the risks inherent in Claimants" concentrations, (v) advise Claimants to 
hedge their equity concentrations and (vi) further breached their duty of care by recommending that 
Claimanis engage in options trading while placing purchases on margin in the stock market without 
warning them about the risk involved. Claimants Statement of Claim al.so alleged Respondents failed to 
super\'ise Jaeobsou's handling of Claimants" accounts and failed to pro\'ide ihe jieeessary training lo 
Jaeobson for hantiling risky options trading. 

AdditionaMs. Claimants' Statement of Claim also alleged lhaf Respondents breached the NASD rules and 
regulations and its own internal policies and procedures b\ failing to super\'ise Jaeobson anti lailetl \o 
provide the neeessarv training ID Jaeobson for lianilling risk) options trading. 

Claimants' Statement of Claim alleged the following: (i) unsuilability (options trading} ihe sale of 
nakcti puts In Claimants were unsuitable and the risk incurred from these sales w-as beyond Claimants' 
risk tolerance, (ii) Unhedged et)ncenlration of "leeh"" slocks - when Claimants transferred their 
eoneenlraled stock positions to E.'BS, UBS should ha\'e made certain recommendations and failed in 
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conlinuotish- moni lor C h U u i m i s ' concaUf i i lcd posilion.s, ( i i i) Rc.spomJenis violated .Section 2310 o f !]ie 

N A S I ) conduct rules contending (hat it is ineoneeivable to believe that Respondents believed that writ ing 

naked puts on margin was a suitable investment for retired indi\i i lual-s. (iv) Kespondenls violated Section 

.'^010 of the N.ASD conduct rules contending that Jaeobson received no training in trading options or 

wri t ing puts, no one at IMJS supervised Jacobson's management o f Cla imants ' accounts, and no one at 

U'BS re\ iewed Clainumls" accounts for purptises of protecting l .UiS ' imeiests, (v) the conduct o f U B S and 

Jaeobson in reeonnnending unsuiuible options, fail ing to supervise Jaeobson and ('ailing lo warn 

Cla imanis o f the risks associaletl with their concentrated eciuily investments constitute breaches ol" I l l inois 

-securiiiL-.s laws. 

Claimants contend that such acts by Respondents cau.sed Claimants to suffer damages and that such 

damages lal l into two categories: (I) sale o f naked puts and (2) concentration damages. Claimants 

contend that the total damages suffered by Ciimbel were in the range of S40,1 14,426 lo $50.612,5.S5 and 

the tolid damages suffered b> Di i \ \s were in the range ol'.S20.760.95'J to $25,726,462. 

'rherelbre. Claimants in their Statement o f C^iaim request thai ibey be awarded: (i) actual damages in the 

amount o f belwL-en ,$60,825..387 and .'>:70.339,0I 7 (ii) attorneys Ices and costs (ii i) interest ( iv) punitive 

damages and (v) and further rel ief deemed just by the panel. 

Respoiidetit l l led an answer lo the Statement o f C'laim on or about August .i I, 2006. Respondents Illed an 

amended answ-er to the Statement o f C la im on or aboul September I. 2006 {•"Answer")- I'l"-' Answer . 

Respondents contend that the Claimants are two e \eep l iona l l \ wealthy businessmen who sold their 

owner.";|iip interests in a large teleconununicaiions company to W o r l d C o m and then brought their alread> -

eslablisi ied positions in Wor ldCom stock with them to U B S . In their .Answer. Respondents contend that 

Claimants chose lo remain coneenlrated in Wor ldCom stock despite advice from U'BS and that they 

divcrs i fy or hedge their positions and that Cla imanis chose to invest heavil> in a number o f ttther high 

tecli companies and lo sell naked puts on Wor ldCom sU)ek, 

Respondents also contend lhat during the period their accounts were at U B S . the Cla imants ' i iuestments 

were ]irofilablc overal l . In their Answer, Respondents contend lhat Claimants are not asking ihe 

arbitration panel to award Claimants the amounts ihey truK losl. but rather to put them in the position 

they Would have been in if lhe\- liqiiidateti their positions al the peak o f t he market. Respondents lurtlier 

contend lhat Cla imants ' principal arguments arc contradicted by the fads, including the fo l lowing; 

claimanis were ncithei' nai'\e nor unsophisticated, the risk pi-ofilc t>f the si. \ accounts in which the iratling 

that is subject of this claim took place was •".Aggrcssive/Speeulalive", Respondents did recommend that 

Claimants diversify their portfolio or otherwise limit their risk. Claimants understood the risks of [he 

opt ion-wri t ing Ihey undcitook. Cla imanis received monthly statements, and in some cases dai ly reports, 

rel lect ing their los.ses in Wor ldCom and the leeh market decl ine. Claimants accounts were properly 

monitored, the error in U B S " eompuler Maw which affected margin calculations caused Claimants no 

harm, and Claimants reviewed and signed a variel) o f dociMucnls, including a one-page special statement 

addre.s.Ning the risks o f w-riling uncovered put opl ions. in which they speei l leal ly slated that lhe> 

ack-noivledged and accepted (he subsEanlial risks associated with their option .s(r;ilegic,s. 

In llie Answer . Respondents contend that Cla imanis" damages theory is Hawed. Respondents eoniend 

that Claimants theory assumes the Claimants get the benefit o f their concentrated positions during the 

period in which stock prices were increasing and should have been advised to diversi fy or hedge only al 

the peak o f t he market, Add i l iuna l lv . Respondents contend lhat C la imanis accounts were prtiHtable over 

the full period they were at U'BS. Second. Respondents contend that Claimants" theory assessed against 

U'BS purported los:,es lhat Claimants suffered during the period their accounts w'crc at Morgan Stanley, 
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not UBS, Lastly. Respondents contend lhat UBS did in fact advise Claimanis lo reduce the risks 
associated with their concentrated positions bul Claimanis rejected that advice. 

In their Answer. Respondents as.serl llie following additional defenses: Claimants are barred from 
recovery lo the e.Menl required by Ihe lenus oj'an\ selllemcni of liiigalion in which claims relating lo 
WorldCom or olher holdings were released and/or enjoineil. no righl of aelion lies k)r N-iolalions ol the 
rules of .sclf-regnlated organizations, including the N.ASD. ihe .statement of claim fails to slate a claim 
upon wjiich relief may be granted, the Claimanis have not suffered any damages, the Claimants have 
failed lo mitigate an>' damages they may have sidTered, any damages the Claimanis may have suffered 
were not caused by RespondenLs' actions, the Claimants" claims for damages arc limited, in w hole or part, 
by applicahle law, the Claimants have no legal or ["actual basis for recovering punili\e damages from the 
Kespondenls, Chiinianls' claims are subject, in whole or pari, to the defense of esioppel. Claimants' 
claims are subject, in WIKIIC or part, lo the defense ol" unclean hands, any damages that the Claimanis nia> 
rcc(wcr must be reduced by aii_\' amount recovered from an> other source in compensation for ilamages 
allegedl)' sufferetl as a result ofthe allegation in the Statement ol 'Claim, Claimants' claims are barred by 
the governing statute of limitations. an\ award to Claimants nnist be reduced by ihe doctrines of 
contributor} anchor eomparaiivc Jiegligence. Claimanis ralitlcd the in\e,stmenls in question In continuing 
to hcild them afk-r ihcir risks became apparent, and Claimants are not entitled lo rescission because the) 
have nut tendered the securities as to which rescission is sought, 

Res|iondents fherel'ore pray for relief as follows: (i) Claimants' claim be dismissed with prejudice, (ii) that 
the Ckiiinanis have ami rectncr nothing from RespoiiLienis. (iii) lhat the cost of this action he taxed to the 
Claimants, (iv) that the (,'laimanls be ordered to pay Kespondenls" attorneys fees, and (v) such olher relief 
as the arbitration panel deems just and proper. 

At ihe start of the hearing on January 7, 2008, due to the l-'cderai Court in New York granting an 
injunction pntceeding which prohibited Claimanis from seeking damages regarding WorldCom or 
derivatives on WorldCom. Claimants vtdunlarily declared lhat they would not seek damages related to 
WorldCom in this arbitration proceeding. 

Awn rd ' 

Ai'ler line deliberation and in consideration ofthe hearing lcslimon_\. doeumenlar)^ evidence, and other 
submissions made bv the parties, the undersigned arbitrators, in full and final resolution of all issues in 
eontnnersy. award as follows: 

I - ('laimanls' request for actual damages is denied, 

2, Claimiinis" rei|uest f"or atlorne>s' fees and cosis is denied. 

7v Clainunits" request for punitive damages is denied, 

4. RespiJiident"s request l"or attorneys fees and costs is denied, 

.S. Claimant and Respondent .shall pay all Hling and forum fees as detailed below: 

* Pursuant lu CI301: lUilc 1 . all monctai'y aw n̂rds shall be paid w ithin tliin\ (30) da.vs of receipt unless a motion 
to vacate lias been lllud with a court of conipctcni Jurisdiction. 
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Koruni Fees 

Pursuant lo l-.,\ehange Rule I8,.i:>. the Arbitrators as,sess the following filing and f"orum fees: 

Initial Filing fee - Claim $.U)0 
I're-hearing session Pecs (I) $1,500 
Adjournmcni of hearings (2) waived 
I fearing session Pees (20 x $1,500) $30,000 

Total $:i 1,800 

1. ResjH'iisibility lor the filing fee. totaling $.)00, shall be assessed as follows: Claimants shall 
be responsible for$.iOO. 

2. Responsihifity for the forum fees. lolaMng $.H.500. shall be assessed as follows: Claimanis 
shall be responsible for $15.7.s0 and Itespondents shall be responsible for $15,750. 

C The li,\ehaiige shall retain tlic non-refundable fifing fees and the hearing session tieptisils, as 
previously submitted b\ Claimanis. Claimants initial!}- submitted $.300 for the filing fee and 
$1,,">00 for the hearing deposit. 

4. Claimants shall submil $14,250 to the Chicago IJoard Oplions Iv.xeliangc. lncor|)oraled, 

5. Respondents shall submit $15,750 to the Chieago Board Oplions [i.xehange. Incorporated, 

'•.s/ Stephen C. Hsposilo 4/10/08 
Stephen C. I^sposilo. Chairman and Public Arbitrator Date 

/s/ Marv Belli Wheeler 4/1 1/08 
Marv Beth Wheeler. Public Arbitrator Dale 

/s/'Mark R. [•Iimcr 4/09/08 
Mark R. Plutier. Industr\' Arbitrator Date 


