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For Claimants: Cﬂ.aimntsmerepresmtedbyﬁtevedems,Esq of Coong &
Saint, Indianapclis, Indiana.

A For Raspandents: Responda:tsmenepreamtedhynmidc.mll,:asq.o!
Bingham Summerg Welsh & Spilman, Indiamapolis, Indiama.

CASE THFURMATION

= ———————] |
Statement cof Claim filed: ma 24, 1991. |
Claimant's Submission Agreemsnt gigned in: Jume of 1991.

Joint Statemant of Answer filed Ly Respondents, Prudential Securities, Inc.,
Richard D. Chegar and Jexry C. McMullen: On or about September 25, 1951.

Respondents did not file an exmmted submission agreapent, but answered,
appeared amd testified at tha hearing and azre required to submit to
arbitration pursuant to Section 12 of tha NASD Code of Arbitratiom.

Respondents’ Motion to dismigs pursuant to Section 15 of tha Code of
Arbitration Procedure filed: September 25, 1991,

Hearing Dates/Sessicns: June 22, 1992. Two (2) sessions.
June 23, 1992. Two (2) sessions.

. Hearing Location: Indianapolis, Indiana
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CASE STMMARY

Claimants Fristine E. and Larry D. Lamamna ("Claiments®) alleged that
Respondenits Prudential Securities, Ine. ("PSI™), Richard D. Chegar ("Chegax®)
and Jerry C. McMullen ("McMullen®) misrepresented unsuitable investments and
failed to adequately supervise their employees in ocomection with the
Claimants' purchase of twelve (12) limited partnerships. The circumstances
leadipg to the allegations are as follows.

Oa April 2, 1987, Claimants invested in the BEquitec 13 Limited

- —Partnership, the Prudential Acquisition-Fund I Limited Partnership and the

Pru-Bache Energy 2A Limited Partmership upon the advice of Respondent Chegar
("Chegar*). Qlaimants alleged that Chegar recommended tha three (3) initial
acquigitions without adequately apprising himself as to the Claimants' actual
financial condition. Further, Claimants alleged that Chegar encouraged thase
investments in what they describe as "illiquid and risky" partnerships while
representing to the Claimants that the partnerships were cmservative low-
risk investments that should retrn sixteen percemt (16%) after taxes each
year,

By the end of 1987, Claimants had invested in a total of twelve (12)
limited partmerships which allegedly provided only low and negative returns.
The additional limited partnerships as set forth in the Statement of Claim
are as follows: Equitec Leasing Imvestors L.P.; Prutech R&D 2 L.P.; Polaris
Income Fund Coe; Polaris Incane Fund 2; Pru-Bacha Energy Partnership 12;
Prudential Bacha Energy Growth Fund 3; and Pru-Bache Energy 12 L.P.
Claimants also alleged that all of the limited partnership Iinvestments
reccamendad by Raspondents were blatantly unsultable for thedr stated
iovegstnent cbjectives and that bad Chegar allegedly had not advised the
Claimants of the risk involved. Lastly, Claimant alleged that had McMullen

proparly supervised his amloyeas and branch office, the Claimants' loss
would have been avoided.

In their Statement of Answer, Respondents PSI, Chegar, and MdMillen
denied each and every matexrial allegation contained in the Statsment of Claim
and raigsed a comterciaim for the costs associated with defending the

lasesuit. In adliticn, Respondents asserted the follawing affirmative
defenses:

1) Claimants authorized, accepted and/or ratified each of tha
transacticna of which they now complain.

2} At all times relevant, Claimants' account was handled properly and
in accordance with the "Know your Customer® Rule of the New York
Stock Exchange, Inc. and the "Suitability Rule® of the Naticmal
Associaticn of Securities Dealers as well as cther applicable rules
and regulationg.

3) CQalmants' accoumt was invested in acceordance with thedy investment
crjectives.
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4) Any losses sustained by Claiments are attributable to market
caditicns and to their own investment decisicns, oot to anoy action

or inaction on Respendents' part.

5) 'This claim is barred by the doctrine of waiver, estoppel and
ratification,

6) This claim is barred by the applicable Statute of Limitaticms.

7) Claiments bhave failed to state a claim upon which relief can be
gmm- -l ..

8) C:I.a.imtshavefailedbostat;eaclaimfarpzmitiva damages.

RELIEF Faoee

Clajmants requested: an award of $38,000.00 in principal from thair
investments plus interest of ten percent (10%) per anmm (totalling
$69,403.00) ; Prudential Securities, Inc. and Chegar be required to compensata
them for their reasonable attconeys' feas and expenses; Respondent's bear all
costs associated with this proceeding; punitive damages of $1,000,000.00; and
all further relief available under applicable laws and regulations.

Raspcndents requested that the Statement of Claim be diemissed in its
entirety with prejudice and that Respondents be awarded their reascnable
costs associated with this proceeding.

OTHER. TSSURS (CORSIDERED & DECIDED
e ——— ]

Resporxddents dld not file with the NASD a properly exacuted submission to
arbitration but are required to submit to arbitration pursuant to Secticm 12
of the NASD Coda of Arbitration Procechra, and having ansmred the claim,
appeared and testified at the hearing are bound by the detexrminatiom of the
arbitration penel cn all issues submitted.

Tha parties have agreed that the Zeard in this matter may be esecuted in
comtexpart coples or that a handmritten, signed Mward may be entered. In
either case, tha parties have agreed to receive conformed copies of the erd
while the originals remain cn file with the NASD. -

In addition, Respondents' Moticn that Claimants' comsel be disqualified
and canpelled to withdrae from participation in the case was denied.
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After comsidering the pleadings, the testimomy and tha evidence presentad at
the hearing and post hearing submissions, the undersigned arbitrators have
decided in full and final resoluticn of the issues submitted for determina-
tion as follows:

1) Raespondents Prudantial Securdities, Inc., Richard D. Chegar and
- Jexrry C. Mullen are jointly-an® severally liable for and shall pay
to tha Claimantg Kristine E, and Larry D. Lamaona compensatory
damages in the amnmt of $26,366.00 and lost interest in the amoumt
of $28,288.63, plus interest begimming July 1, 1992 until said
awaxrd i3 paid in full; and

2) © Claimants Kristine E. and Larry D. Lamamma'‘s claims under RICO, and

for punitive damages are hereby denied and dismigsed with
prejudice; and

3) Respondents are jolntly and severally liable for Claimamts'
attorney fees in the amounts of $19,450.00 to Claimanta' primary
coumsel and £5,000.00 to additional coumsel. The authority for the

award of attormeys' fees can be found in Indiapa Code Sectiom 23-2-
B"h}o

Pursuant to Section 43 (c) of tha Oods of Arbitration Procedure, tha following
Forun Feeg are assessed,

4 sessicms X $1,000. 00 m:l:ms l:nnr.tng aee.sicn d@oait of £1,000.00 =
$3,000.00 due.

Pursuant to Section 43(c) of the Code of Arbitraticn Procedure, the NASD
shall retain the filing fee in the amxmt of $250.00 and shall retain tha

hearing session deposit in tha amoumt of $1,000.00 previcusly paid to the
NASD by Claimants.

Respondents Prudential Securities, Inc., and Richard D. Chegar, and Jexxy C.
Mtullen are jointly and severally liable for, and shall reimtwurse
Claiments Kristine E. and larry D. Lammmma theix filing fee and hearing
sesgsion deposit in the amoumt of §1,250.00.

Additicnal forum fees in the amount of $3,000.00 are assessed jointly and
severally against tha Respondents.
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Pursuant to Sacticns 43(c) and 30() of tha Code of Arbitration Procecure,
the NASD shall retain the postponement fee in the amoumt of $1,000.00
previcusly paid to the NASD by Respondent Prudential Securities, Inc.
Feesg are payable to the National Associaticn of Securities Dealers, Inc.

By The Arbdtyation Panel:

Dated:

;’41

Thoma E. % /a/ 5, 1992
B

Public Arbitrator

Chairperscn
J. Fletcher af . Gegtmber s, 1om2
. Public Arbitrater )

Behsomic o/ Septesber 4, 1992

Industry Arbitrator

Date Mward Served by NASD: ?//7' 72—




