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NATIONAL ASSOCIATION OF SECURITIES DEALERS,

In the Matter of the Arbitration Between

Name of Claimant

E. anri Tarry D. T-amaTma

91-01989

Name of Respondent

Prudential Securities, Inc. - - --**-
Richard D. Chegar
Jerry C.

For Claimants: Claimants were represented by Steve Coons, Esq. of Coons &
TrvM aTtaprO ̂  g f TnriH ana .

Par Respondents: pagfyip*ifl"*-]g were r̂ 'i*jff*ri*'Pr^ by David C* Campbell, Esq. of
Blngbam Summers Welsh. & Spilman, Indianapolis,

Statement of Claim filed: June 24, 1991.

Claimant's Submission Agreement signed In: June of 1991*

Joint Statement of Answer filed by Respondents, Prudential Securities, Inc.,
Richard D. Chegar and Jerry C. McMullen: Qa or about September 25, 1991.

Respondents did not file an executed submission agreement, but answered,
appeared and testified at the f̂t̂ -r̂ Tig and are required to submit to
arbitration pursuant to Section 12 of the NASD Code of Arbitration.

Respondents1 Motion to H-iMrfqa pursuant to Section 15 of the Code of
Arbitration Procedure filed: September 25, 1991.

Dates/Sessions: June 22, 1992. TVo (2) sessions.
June 23, 1392. TVao (2) sessions.

TTaerrHng Location: Trvti anap^l I, ff f
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case sa«Mnr

Claimants I&istine E. anr^ larry D. T-amarma ("Claimants11) alleged that
Respondents Prudential Securities, Inc. ("PSI"), Richazd D. Chegar ("Chegar11)
and Jerry C. Motoillen ("MJflhn.en*1) misrepresented unsuitable investments and
failed to adequately supervise Hurir* employees in * " 11 inftfl<"* «"•*» with, ^^^

purchase of twelve (12) limited rpr*""*""?*1*!** - '**** circumstances
leading to the allegations are as follows.

Cn April 2, 1987, Claimants invested in *"**«» Tajrifrw* 13 Limited
"Partnership f the Prudential V^1"1 p1 H yn-'-1ftwv* I T.-tirrt ^gg| pa-H-norr-ntH p and the
Pru-Bache Energy 2A T.*mi fr<yj Par+naypV|-|p nprm <->itt advice of Respondent Chegar
("Chegar") . daiinants alleged that Chegar '•** •'•»"• ̂ «* the three (3) initial
acquisitions without adequately apprising himself as to the Claimants1 actual

Further, naHmanf'ja alleged that f^^y" encouraged these
investments in what they d^gTHV** as "illiquid anf* risky41 pa•lF-^rt«^-g^l^ pg while
''^fvg^nl"*"^ to *•>»*» rna-i-mam^g that ^">»» pa-rj-non-nhH pg were conservative low-
risk investanents that should return sixteen percent (16%) after taxes fvich
year,

By the end of 1987, Claimants had invested in a total of twelve (12)
limited partnerships vdiich allegedly provided coly low and negative returns.
1*1** aA^^^^ftna^ limited pg"H-np|»q>i4pg an set forth, in *•*" Statement of f*1^™
are as follows i Hquitec Teasing Investors L.P.; Prutech EfiD 2 L.P.; Polaris
Tnrv^na Fund Cbe? Polaris TnffrwTM* Fund 2; Pru-Bache Energy Partnership 12;
Prudential Bache Energy Growth Fund 3; and Pru-Bache Energy 12 L.P.
Claimants » ***""> alleged that ?.ll of *•>«» limited paztsaership investonents
recommended by Respondents were blatantly unsuitable for their stated
investment objectives and that had Chegar allegedly had not advised the
Claimants of the risk involved. lastly. Claimant alleged that ****** HoHullen
properly supervised his employees and branch office, the Claimants1 loss
would have been avoided.

In fhFtr Statement of Answer, Respondents PSI, Chegar, and MdAillen
denied onrh and every mufoan^iai aiiarpt-ir^ rw^ij-aHn^ 4-n fr>Mi Statement of f*1a*™
anrf raised a fy«*nfrfli»prti a Hni for <->*^ ™"*flt8 nffnor'i n*"*^ with defending the
lawsuit. In addition, Respondents iMitmi I ml <•>>*> following affirmative
rt^fenseai

and/or ratified rnrh of the
transactions of which they now complain.

2) At all times relevant. Claimants1 account was HaTiH'la^ properly and
in accordance with the "Know your Customer11 Rule of the New York
Stock Exchange, Inc. and the "Suitability Rule" of the National
Association of Securities Dealers as well as other applicable rules

3) rHaH-itMnt-ai account was invested in ?rTrrFr*ar"'t*1 with H*"̂ *- investinent
objectives.



Award 91-01389
Page 3 of 5

4) Any losses sustained by Claimants are attributable to market
to frh'yfT" own investment dggjgic1"*. not to any

or inaction on Pft̂ nnrign̂ « * part.

5} nils riia-im is barred by the doctrine of waiver, estoppel and
ratification.

6) Tills fli*<m is barred by the applicable Statute of Limitations.

7) na-iTimrita have failed to state a fi^™ up*!1?1 which relief can be
granted. -.-..-»-

8) Claimants have failed to state a rlnim for punitive damages.

Claimants requester!: an award of $38,000.00 in. principal from their
investments plus interest of ten percent (10%) per annum (totalling
$69,403*00) ; Prudential Securities, Inc. and Cbegar be required to compensate
+-VIMI for <•>«»•* *" reasonable attorneys1 fees and expenses; Respondent's bear aii
costs associated with «•*•*« proceeding; punitive damages of $1,000,000.00; and
all further relief available trrv̂ anr applicable laws ««H regulations.

Respondents requested that *"*"* statement of <*i*<«i be dismissed in its
with prejudice a*yj that TTnnjK ulnil H be awarded H-IO-IT reasonable

costs associated with this proceeding.

Respcndents did not file with the NASD a properly executed submission to
arbitration but are required to submit to arbitration, pursuant to Section 12
of the NASD Code of Arbitration Procedure, and having answered the ntnim,
appeared and frotifiod at the luvii linj are bound by t*"* ̂frTtTmt-4 m of the
arbitration p*»*l on an Inmiffin submitted*

The parties have agreed that the 2ward In this matter nay be executed In
ccuntezpart copies or that a hancbtritten, signed Dward may be entered. In
either case, the parties have agreed to receive mnfcrrmffi copies of the Award
while the originals remain on file with, the NASD.

In addition, po*̂ *Tr»H**->*-«' M^Mrm that fna4n*»n<"«ti *"*"•• "if̂ l be
and conpelled to withdraw rmn p»̂ i-1 rlî t"* "" in ̂ ^̂  case was '̂
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After considering HM» pleadings, frfro t*aflHf"'*'y awl <-VIQ evidence presented at
post hoar-ing- submissions , *"*"* undersigned arbitrators have

decided in full and final resolution of the issues submitted for determina-
tion. as follows:

1) Respondents Prudential Securities, Inc. , Richard D. rhayr and
Jerry C. Mill en are jointly -and severally liable for and FthnU pay
to *-*» naHTnanf-g Kristine E. and Larry D. T-jimmia compensatory
damages in the amount of §26,366.00 and lost interest in the amount
of $28,238.63, plus interest beginning July 1, 1992 until said
award is paid in full; and

2) m jHtmmfrg Kristine E. anrf larry D. Lamanna's ̂ i «•**"« ITTKJOT* RICO, and
for punitive damages are hereby denied **** dismissed with
prejudice; and

3 ) Respondents are j ointly *TV̂  severally liable for Claimants '
attorney fees in the amounts of $19,450.00 to Claimants' primary
counsel *«d $5,000.00 to a>AJH"*ft'n*1 counsel. The authority for the
award of attorneys' fees ****! be found in Tnrilarvi Code Section 23-2-
19- <b).

Pursuant to Section 43 (c) of the Code of Arbitration Procedure, the following
Forum. Fees are nnoeoood.

X $1,000.00 ****»"« hearing session deposit of $1,000.00 = net
$3,000.00 due.

Pursuant to Section 43 (c) of the Oode of Arbitration Procedure, the NASD
.shall retain the filing fee in the amount of $250.00 and nhall retain the
hearing aesoion deposit in the amount of $1,000.00 previously paid to the
NASD by daijnsnts.

Respondents Prudential Securities, Inc., and Richard D. Osegar, and Jerry C.
McMollen are jointly and severally liable for, and shall reinfcurse to

Ittistine E. aiv* Tjvr*y D. T-Mimumi -̂>ift̂ y filing fee and hearing
session deposit in the amount of $1,250.00.

Additional forum fees in the amount of $3,000.00 are assessed jointly and
severally against the Respondents.
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Pursuant to Sections 43 (c) and 30(b) of the Code of Arbitration Procedure,
the NASD shall retain *"h* postponement fee in *"*"* amount of $1,000.00
previously p*"*̂  to *~*e NASD by Respondent Prudential Securities, Inc.

Fees are payable to the National &*"T lat-l r-"" of Securities Dealers, Inc.

B. Algip /a/ SmUaJaer 5, 1392
TXJCQBS ̂ r*̂ Eap
Public Arbitrator
Chairperson

Braftr J. Pletcter /a/ _ SeuUribei: 4, 1992
Brady J. Fletcher, Bd.D.
Public Arbitrator

Beth Sctnidt /s/ Ssutenber 4, 1992
setn scbmdt.
Industry Arbitrator

Date-A«rd Served by NASD:


