
PUBLIC Arbitration

National Association of
N.A.S.D. AHARD Securities Oeaters* Jnc.

NASD Financial Center
ASSOCIATION OF SECURITIES DEALERS 33 whitenaii street

New York. N.Y. 10004
PAX <212) 858-4389In the Matter of the Arbitration Between

Of

Calvin G.

91-02329

Name o£

Wheat , First Securities, Inc.

For Claimant Calvin G. 7fir\ {"Claimant11): Michael R. Miller, Esq. of Southmocyd
Simpson & Miller.

For Respondent Wheat, First Securities, Inc. ("Respondent"): Jonathan M.
Harris, Esq. of Wheat, First Securities, Inc.

GRSE

Statement of naim filed: July 31,

daiaant's -c^-iV|"'igBi^m Agreement signed on: JVily 25, 1991*

Statement of Answer filed by Respondent on: October 7, 1991.

Respondent's Submission Agreement signed on: October 2, 1991*

Pre-Hearing Conference: none held.

Ken-ring Date/Sessions: February 24, 1992 - two

Locations KASD Office * W&snicgton* D.C.

Claimant alleged that Respondent revised the amount of Claimant's net worth
upwards so that it could open an option account for daiaant. Claimant
alleged that since *">»» A*f? Ma account was originally *TaT̂ 1 with the
Respondent that hia account has *•**»* i jwmhjru'il to four different registered
representatives and that during *-*v*g time so efforts were made by



Arbitration

National Association ot
Securities Dealers, Inc.

Page IVro NASD Financial Center
Award 91-02329 33 Whitehall Street

New /onx. N.Y. 10004
PAX (2 121 858-4389

Respondent *s registered representatives to update the information relating to
Claimant's financial circumstances or investinent objectives. Claimant
alleged that copies of his Customer Option Agreement anri his account
statements ware Tna-inj-a-jpa^ at Respondent* s Richmond, VA, h
were not readily available for review by the representatives of Respondent's
branch office in Washington, D.C. Claimant alleged that he was encouraged by
Respondent to engage in frenzied trading which was far in excess of
Claimant' s previous investment experience which generated commissions for
Respondent in excess of Claimant1 s net worth. Claimant alleged that
Respondent encouraged claimant to trade excessively and never discouraged
Claimant from rav-ing a trade. Claimant alleged that when he requested that
Respondent close his account with it, Respondent encouraged Claimant to

account. Claimant alleged that Respondent failed to loiow its
customer or to suggest trading that was suitable for him* Claimant alleged
that if Respondent >̂ ^ made a reasonable inquiry, it would have discovered
that Claimant's financial well being was stretched to its limit by financing
Claimant' s trading through Claimant4 s modest bank line of credit, credit
cards, life insurance policy, anr* an investzient retirement account* claimant
alleged that Respondoit was aware of Claimant's weak financial status because
of a VvTunfw* check. Claimant alleged that Respondent failed to supervise its
registered representatives or Claimant's account.

Respondent •"« jjî a-inarf that Claimant was an «jxp*nr* ̂'̂ ^̂^ options Jrŷ ^1 before
t-fanaf ̂ f mg M g account to Respondent. Respondent tT<a'iTii"a"iTiaH that Claimant
had an investment strategy which was to purchase a smll number of deep out
of *"*** money call artf* put options. Respondent TT '̂ir'*"a'*'n^ that Claimant
frequently allowed an option position to expire anrf thpn roll the position
forward to *"*** fqT1"*'**"*̂  mrgrt-ii- Respondent ™aTn*-a-inari that *"*̂ g strategy

and iTTv*>miMjm| through four different
over a six aTyJt a Half year period. Respondent maintained

that Claimant î̂  Ms own research and market analysis and ̂ ^̂  his ovn
investtnent decisions and that he eoployed ^q ovn invesQnent strategy for
trading options. Respondent Twi-i'n̂ «HTiiarf that Claimant did not seek or accept
trading suggestions offered to hiaB̂ by-'-̂ Respandent's representatives.
Respondent ̂ â **'*™̂  that the only service required of it by Claimant vma
t-h« execution of *-T̂ AMI a-nH to pzovide current information rtfjnfm*J" t '̂nij his
open positions. Respondent TnaHni-aHTwi that Claimant was froo to cease
trading and close fr*-* account at any time. Respondent riniTli"a'i'n*ri that
daimant neveT gave any ** ̂1 ̂ ^̂ 1 ̂n that he was financing Ms *T?/*'<Tig' through
the use of credit card overdrafts, bank lines or other resources other than
r»a«H accuflialated through savings. Respondent Tn•̂ T̂ •̂â T1orf that with, respect
to t̂v* Claimant's bounced check, claimant was quick to attribute the problem
to an error ̂ minfri by *">»» bank â irf not to a shortage of available funds.

daimant requested: Ccnpensatory damages in ^b» amount of $37,650, together
with attcxneys* fees, interest and cost to be determined.
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Respondent requested: that Claimant's r» la-im fce HHgmigg^ri in its entirety

Tne parties have agreed that the .award in Hria natter nay be executed in
counterpart copies or that a handwritten, signed Award nay be entered. In
either case, the parties have agreed to receive rnnfnrniHd copies of the Award
while the original (s) remain on file with the NASD.

After fring-i Aar-jjpg- HI^ pleadings* +"bo testimony qivi frfa^ evidence presented at
pOSt VinaT-ing- qiifrirri np-j rmq f t-Ho

has /have decided in full arirf fiaal resolution of *•** issues submitted for
rtn a« follows:

1. That *"*<* Clainant's ^Ta-iin is A* am* qgnrl based on ^^p merits ari^ not on
arguments mnt**™* ng^ l-ha Statute Of

2. Itiat all parties *h«n bear <->w*y respective costs -irt^i^H-irtg attorneys1

fees.

3. All other rlalmfl are ****<** in *-^^^* entirety.

Pursuant to Section 43 (c) of the Coda of Arbitration Procedure, Forum Fees
are assessed against *"*̂  Claimant in ̂ ^a amount of $800 (two hearing sessions
x the hfwring1 .fMHB̂ CTi fea of $400); bjwcv«r, maSn»n«- ±3 entitled to apply
t-h<> hearing i win 11 • i f ea - pr̂ u i.ra.mly deposited to **'•*« amount so that tna
amount due r the Claimant, is $400.

Fees are payable to the National Association of Securities Dealers, Inc.

Concurring Arbitrator's Signature
Name Public/Industry

William H. Mallcy,̂ /, Esq.

Date of Decision; Afaj 9.

NASD Date of Decision: April 21, 1992
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Respondent requested: that Claimant's claim be dismissed in its entirety.

The parties have agreed that the Award in *•**!« natter nay be executed in
counterpart copies or that a handVirittenf signed Award may be entered. In
either case, the parties have agreed to receive conformed copies of *-h* Award
while the original (s) remain on file with, the NASD.

After considering the pleadings, the testimony and *•** evidence presented at
t-HA hearing anH post hearing submissions, t-ha undersigned arbitrator (s)
has/have decided in full anH final resolution of +*>w issues submitted for
rtef-Q r iffi nal-H rtn ap

1* Ttat *"̂  Claimant's f^la^m 13 Ĥ CTn̂ gĝ l Ha,fM*S QQ f-ho imr i f-g anri not CQ

arguments concerning the Statute of Limitations.

2. That all parties shall bear their respective costs -mrOiiH-ing- attorneys'
fees.

3. All other rlnlmn are dfaried in their entirety.

Pursuant to Section 43 (c) of the Code of Arbitration Procedure, Forum Fees
are assessed against *"*** Claimant in *•*» amount of $800 (two Hoar-ing- sessions
x the hRnring. session fee of $400); howew. Claimant is entitled to apply
t-vua 1u mi i inj session fee previously <*qrqp*.tgi: to **̂ « amount so that the
amount due r ' ' •" +*fr* daimaiit is $400.

Fees are payable to the National &«»-**•* aMm Of Securities Dealers, Inc.

Concurring Arbitrator's Signature
Name Public/Industry

Butler

Date of Decision: *v

NASD Dace of Decision: April 21, 1992
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Respondent requested: that Claimant's be dismissed in its entirety.

The parties have agreed that the Award in *M** matter may be executed in
counterpart copies or that a handwritten, signed Award may be entered. In
either case, the parties have agreed to receive conformed copies of the Award
while the original (s) remain on file with the NASD.

After

has /have

pleadings, *"ha testimony ar|rf the evidence presented at
post Viftaying «ifr»ti4 agj rma f +->w undersigned arbitrator (s)
-in full ^TI^ final resolution of *"h* issues submitted for

ag follOWS!

1. That *•>"* daimant's ^Ta1*^ is
arguments i-virM̂ +TiTTig J-HO Sta.tu.te of

2. Tbat all parties «haii bear
fees.

3. All other r»ia4-mq axe Han-tgrj in

based on merits

rê ective costs •j

entirety.

not on

attorneys'

Pursuant to Section 43 (c) of the Code of Arbitration Procedure, Forum Fees
are apDCoacri against the Claimant in **** amount of $800 (two h«™Hrtg sessions
x the hearing fflwrion fee of $400); Inwwver, Claimant is entitled to a^ply
the Hoar-trig nrnrrlfn fee previously deposited to **^« amount so that the
amount ^^*> rum M>* daimant is $400.

Fees are payable to the National Association of Securities Dealers, Inc.

rvinf«iii > tr^g Axtoitzatar ' s Signature
Name ^i Public/Industry

W. David Powell

Date of Decision:
March 31, 1992

NASD Date of Decision: April 21, 1992


