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Prudential -Bache Securdities Inc., now
mown as Prudential Securities Incorporated;
Robbie DeRooy

For Claimants/Counter-Respondents: FRaobert and Candace Peck were represented
by Robert Peck.

For Respondents/Coumter-Claimants: Prudential-Bache Semurities Inec., now
known as Prudential Securities Incorporated and Robbie DeRooy were
represanted by Kimberly Unger, Esq. of Prudential Securities Inccrporated,

located in New York, New York.
INPORMATION
Statement of Claim filed: September 23, 1991,

Clajmants/Counter-Raspondents Robert and Candace Peck's Submission Agreement
signed on: September 17, 1991.

Statement of Anmwer anxi Coumter-Claim f£iled hy Raspondents/Counter-Claimants
Prudential Securities Incorporated and Rokbie DeRooy an: Decamber 26, 1992.

Prudential Securities Incorporated and Raobbie DaRooy did not file an exeouted

sumission agreement, but answered, appeared and testified at the hearing

and are required to submit to arbitration pursuant to Section 12 of the NASD
. Code of Arbitration Procedure.
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Pre-Hearing Conference: None Hald
Hearing Date/Sesaicns: May 8, 1992 for cne (1) sessiom.

Hearing Location: Houston, Tesas

Claimants/Coumter-Respandents Robert and Candace Peck ("Pecks”) alleged that
as a direct result of poor and incamplete advice from the Respondent/

_ . Qounter-Clajmant Prudemtial-Bache Secugities Inc., now known as Prudential

Securities Incorporated ("Prudential") and Robbie DeRooy ("DeRooy®), the
Pecks sustained an awidable losg of approccimately $75,000.00 cn Undited
Alrlines ("UAL") securities between the dates of October 12, 1989 and Octcber
24, 1983. Peck specifically alleged the following:

1. On Octcber 12, 1989, with TAL camen stock at appreccimately
$283.00 per share, Peck sold 10 uncovered Octcber 250 PUT contracts
for UAL which were scheditled to expire in gix (6) trading days;

2, Although tha trada was not "officially® recommended by
Frudemntial, Peck's decisicn to take the risk was based scnewhat on
related recammendations by the "Star Group*® to buy UAL camncn stock
with a price target of $300.00 per share, as coaveyed by Peck's
broker; .

3. Qo Muxday, Octcber 16, 1989 when UAL stock opened 50 points
down, Peck made a decision to bold the POT cptioms based on tha
suggestions and recomendaticns of Prudential, who never indicated

to Peck that thare was a high risk of a further, substantial
dowrzsard movement :

4, On Octcber 17, 1989 a further decline in UAL stock to $198.00
per share ocowrred, increasing the cost to buy back the options to
over 350,000.00. Prudential, believing a "deal®™ would go through,

to Peck that hs let the FUT opticns be exercised at
$5250.00 per =share, taks dalivery of the stock, hold and/or sell
"CALL" cptions against the stock,whereupon Peck decided to hold the
HOT for cne more day;

5. n Octcber 18, 1989, UAL stock traded between 3$200.00 and
$186.00, closing at £191.75 per share. The sama strategy remined
in effect, reinforved with a "BUY" recammenddation by Prudential's
"Star Group";

6. Tha PUT cption was exercised cn Octcber 20, 1989 with the UAL
stoek trading betwean $175.00 and $165.00, closing at $168.50;

7. On Octcber 23, 1989, tha 1000 shares of TAL stock exercised at
$250.00 was delivered while the *Star Group" was still recommending
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holding tha stock;

8. On Octocber 24, 1989, more difficulties wers amnounced at tha
cpening of the market and the stock waa trading at $146.00 per
share. Peck could not afferd further losses and sold the stock for
$1456.50.

Regpondents/Counter-Claimants Prudential and DeRooy denied each and every
allegation of wrongdoing in the Statement of Claim, alleging that:

1. The Pecks' accoumnt was at all times handled professionally and
properly;

2. Tha Pecks were knowledgeable imvestors who were aware of the
risks of writing puts and were aware that the price of UAL stock
could fall below its Octcber 16, 1989 level;

3. The Star Group's recomendaticns were based cn the belief that
a succesgful takeover of TAL would be accamplished;

4. Tha Pecks' loss in the UAL opticns was dus primarily to the
adverse markst conditions unicque to the takecover of UAL; and

5. The Pecks are dissatisfied customers who are attempting to turm
Regpcendents into insurers against market risk by transferring to
Respandentg the risk of loss.

In additicn, Prudential and DeRooy assexrted the following affirmative
defenses:

1. Peck authorized and/or matified the transaction of wihich he
now camplains;

2. At all times Peck's account was harddled in accordance with the
"Suitability Rule*® of the Naticoal Association of Securities
Daalers, Ing.;

3. Peck's accomt was invested in accordsnca with their
investment cbjectives;

4. Aoy loeses sustained by Peck were attributable to market
canditions and to his=s am investment decisicms;

5. The claim was barred by the doctrine of waiver, estoppel and
ratification;

6. The claim was barred by the applicable Statute of Limitations;

7. Peck failed to state a claim upon which relief can be
granted; and

§. Peck failed to mitigate damages.
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__costa in thair favor.

In addition, Prudential asserted a coxmter-claim for costs assoc. .-ed with
defending this actimm.

RELIEY XEXESTED

Claimants/Counter-Respondents Robert and Candace Peck requestad that the
panel enter an award against the Respondents/Counter-Claimemts Prudential
Securities Inccrporated and Robbie DeRooy in the amoumt of $75,100.00, the
amount of thae loss for which Peck alleges Prudential is responsible .

Respondents/Counter-Claimants Prudential Securities Incorporated and Robbie
Deaouyraqlmstedthatttapaneldimmmiminitsmﬂretyandaud
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OIHER, ISSUES OONSTDERED & DIECITED
. - — ¥}

The parties have agreed that the Zwmrd in this matter may be ececuted in
counterpart copies or that a handwritten, signed 2ward may be entered. In
either case, the parties have agreed to receive conformed copies of the award
while the originals remain on file with the NASD,

At the close of the Peck's case, Prudential and DeRooy presented a motion for
judgement. The panel denied this motion and heard Respondent's evidence.

After considering the pleadings, the testimomy and ths evidence presented at
the hearing, the undersigned arbitrators have decided in full and final
resolution of the iszsues sulxmitted for determination as follows:

1. Claimants/Counter-Respondents Robert amdd Candace Peck's
Statement of Claim is hereby dizmissed and denied in its emtirety;

2. Respondents/Counter-Claimants Prudential-Bache Securities Ino.,

3. The parties shall bear thair own costs of arbiltration,
including attorneys' fees, except for those specifically emmerated
herein.

RN FEES
Pursuant to Section 43(c) cof tha Code of Arbitration Procedire, the following
total Forum Fees are assessed: Coa (1) sessimxssoooomﬁngses:im

deposit = $500.00

The National Associaticn of Securities Dealers, Inc. shall retain tha claim
filing fee of £150.00 and the hearing sessicn depoait of $500.00 previcusly




deposited by Claimants Robert and Candace Peck.

Feeg are payable to the Naticmal Asgociation of Securities Dealers, Inc.
CURRING ARBITRATCRS' SICHATURES
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Dated:

July 9. 1992

Richard A. Holl% July 20, 1992
Publie Arbdtrator |

. July 10, 1992

Date of Service an Partias:




