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il
Albert & Alfhild Buchmarm lt_l_,/
30-02246
ARBITRATION-CHICAGSZ
Prudential -Bache Securities Inc. and
Bruce Scott
FEPRESENTRITON

For Claimant: Frank Lewis, Esq. of langermen, Begam, Lewis & Marks, Fhoemix,
Arizona.

For Respondents: Jesse B. Simpacn, BEaq. of Lewis and Roca, FPhoenix, Arizona.

Statement of Claim filed: Angust 15, 1990.
Claimemt's Submission Agreemsnt signed cn: July 27, 1990.

Joint Statement of Answar flled by Respondents, P:udmﬂalnmhnswnids
Inc. and Bruce Scott an: March 6, 1991.

‘Respendent, Prudential-Bache Securities, Inc'ssl.h:d.u:l.m.ng:mtsignd
ca: March 1, 1991 by Richard Dziedziula, First Vice President. S

Raspondent, Bruce Scott did not execute and file a Submission Agreememt with
tha NASD Arbitration Department.

Hearing Dates/Sessiong: Jamuary 6, 1991 for twa (2) sessicms.
Jamnwary 7, 1991 for two (2) sessions.
Jamuary 8, 1991 for three (3) sessions.

Haaring Location: Scottadaie, Arizcma. 3




4 —

Claimants, Albert W. and Alfhild E. Buchmamm ("Claimants®) alleged that
they deposited 3200,000.00 with Respondent's Prixiential-Bache Securities,
Inc. ("Prudential®™) and Bruce Scott{("Scoct®) with the instructions that their
igvestment dbjectives were safecy of principal with a reasonable  retum,
Claimants allegedly informed Scott and Prudential that they were
inexperienced investors and did not want to take amy risks with their
principal. Claimants alleged that despite their instructicns to handle tha
accamt in swh a way as to provide zafety of principal and reascoable
return, Prudential and Scott placed Claimants in speculative and unsuitable
investments and caused tha Claimsnts to suffer substantial losses. Claimants
alleged that the lcsses could have been avoided had their specific
ingtructions been followed. Claiments alleged that Prudential violated its
fiduciary duty to Claimants to supervise tha activities of Scott and not
allow unsuitable securities to be placed in Claijmants' acooumt.

Claimants alleged that Prudemtial and Scott misrepresented the nature and
quality of various investments placed in Claiments' accomt. Claimants
alleged that their mopies were invested in a "4unk bond fimd* and amitted to
diaclcse to Claimants tha risks inherent in this umsuitable investmmnt.
Claimenits alleged that their momies were placed into an illiquid limited
partnership which was alleged to be unsuitable and of questionmable quality.
Claimants also alleged that Prudential falled to performm its due diligence
duties in comnection with its underwriting function in recard to VMS Moxtgage

Investors L.P. III (axd possibly other securities) to the datrimmmt of
Clajmants.
The coduct alleged above was said to be violative of the Federal

Racketeering Statute, the Arizona Racketeering Statute, the Arizona -
Securities Act, the Arizona Conmumar Fraud Statute and Section 10(h) of the
Securities Exchange Act of 1934.

Prudential and Scott denied liability to the Clajimants and asserted that the
investments were onsver guarmntesd. Frudemtial and Scott did admit that-the
sy Claiments suffered losses in their securities account due to market factors.
L * Prudential and Scott alleged that the recommendations made by Scott were ,
based upon the Claimmnts nat worth infoxmation of approximately §700,000.00. .
Prudential and Scott alleged that Claimants received prospectuses for all.
investments they made andd the prospectuses fully explained the rigks
attendant to the investments. Prudential and Scott also alleged that the
decision to purchase tha investments of which they camplain and the dacision
to sell them was entirely the Claimants. Prudential and Scott asserted that
Claimants indicated to Scott that they understood the risks of the market and
the risks of the specific investments they mada.
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Claiments requested ocompensatory damages in an amount prior to trebling,
interest and attormey's fees of approcdmately $§150,000.00. Claimamts
requested exemplary damages, treble damages, attommey's fees and costs
pursuant to the applicable laws and gtatutes.

Prudential and Scott rexuested diamissal of the claim in its entirety with
prejudice.

OTHER TSSORS

The parties have agreed that the Award in this matter may be executed in

comterpart copies or that a handeitten, signed Xard may be entered. Tha

Claimants did not agree to receive a conformed copy of the Zwmrd and

Tequested that they be provided with copies of the arbitrator's sigonatures on
Aard

of
(NASD Code) and accordingly, Scott will be bound by the panel's determimation
on all issues submitted.

The panel considered an oral motion to bar Respondents from asserting the
defense that the investments were guitable on the basis
oot plead in the Answer. Tha panel denied the moticm.

]
:
E
:

1. The claims asserted against Prudential and Scott by Claimants shall be

" and are hereby denied and dlamissed in thedir entirety; and,

2. 'mnpuﬂ.esshallenchhmrthatranm costsandatw"m

faas inourred in this matter.

1. Arbitratar, Peter Kay conours in part with the majority, but would award
damages to Claimsnts for the purchase of VMS Mortgage Investors L.P. III.




Pursuant to Section 43¢ of the Cods of Arbitraticn Procedure, the following
Forum Fees are assessed.

The NASD shall retain the $250.00 non-refundable filing fee and the £750.00
bearing session deposit previcusly paid to the NASD by the Claimants.
Prudential and Scott are jointly and severally assessed and shall pay to the
NASD the mum of $2625.00 as additional Forum Fees, Claimants are assessed
and shall pay to the NASD $1875.00 as additicnal Forum Fees.

Forum Fees were assessed cn the basis of $750.00 per hearing session.

Fees are payable to the Naticnal Association of Securities Dealexs, Inc.

Concrring Arbitrators! Signatures
Name

Victor Wright, Esq. Dated
Presiding Chairperscn/Public Arbitrator

Panelist/Public Arbitrator

Digsenting Arbitrator's Signature
Rame ‘

Fanelist/Industry Arbitrator :

Date of Jesard: Jan—mz a, 1992
Date Jemrd Served by tha NASD: BERARRES :%é@f

.
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Pursuant to Section 43c of the Code of Arbitracion Procedure, tha following
Forum Fees are assessed.

The NASD shall retain tha $250.00 non-refundable filing fee axl the §750.00
hearing session deposit previcusly paid to the MASD by the Claimants.
Prudential and Scott are jointly and severally assessed and shall pay to the
NASD the sum of $2625.00 as additicnal Fonumm Fees. Claimants are assessed
and shall pay to tha NASD $1875.00 as additional Forum Fees.

Forum Fees were assessed on the basis of $750.00 per hearing sassion.
Feea are payable to tha Hational Associaticn of Securities Dealers, Ine.

z2/22/9 2~
Dated
w
w r
Panelist/Industry Arbitrator
Date of Jemrd: January 8. 1992
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FORIM FEES
® ———
Pursuant to Section 43¢ of the Code of Arbityaticn Procedure, tha following
Forun Fees are assessed.

The NMASD shall retain the $250.00 non-refupdable £iling fee and the $750.00
hearing session deposit previocusly paid to the NASD by the Claimemts.
PmcientialandScottarejoinﬂyandmﬂyManﬂahﬂlpuytome
NASD the mum of $2625.00 as additicnal Forum Fees. Claitzamts are assessed
and shall pay to the NASD $1875.00 ag adkiiticoal Forum Fees.

Forum Fees were assegsed cn the bagis of §750.00 per hearing session.

Fees are paysble to tha Naticnal Association of Securities Dealers, Inc.

Conourring Arbitraters' Signatures
Name:

Victer Wright, Esqg. Dated
Preaiding Chairperson/Public Arbitzater

fSaize Naken — Bated
Panelist/Public Arbitrator

Dissenting Arbitrator'as Signature ,
Name <
Panelist/Industry Arbitrator

- Date of Jward: Jamary 8, 1992
Date Jomxd Sarved by the MASD:

. N ! - .




