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-Rache Securities Inc., now
panadfintial Securities Incorporated;

Robbie DeRooy

^^a^TTttT^t•J^/fVll^^^^tt^••Pagpnffirforl^ff« Robert s"1^ fTanrfana Peck WBTB

by Robert Peck.

For T7rnpnnrtrnt"n/<^r'|Tr|^pT'~rr^ a^TnaT1*'q * PnvtonM a^ -Ranho securities Inc., now
knowQ as Prudential Securities Incorporated and Robbie DeRooy were
represented by Kimberly Hooer, Esq* of Prudential Securities Incorporated,
located in New York, New York*

Statement of Halm filed: September 23, 1591.

Robert ***** f̂ anHair*̂  Peck's Sutmission
signed on: Septenter 17, 1991.

Statement of Answer and fVHn**»r-n a-im filed by Respcndents/Counter-Claiinants
Prudential Securities Tnm-n-prn-ŷ nri aTvj Robbie DeRooy on: December 26, 1992.

Prudential Securities Incorporated and Robbie DeRooy did not file an executed
submission agreement, but answered, appeared and testified at the twirl ray
and are required to submit to arbitration pursuant to Section 12 of the NASD
Code of Arbitration Procedure*



Pre-Hearijng Conference: None Held
Hearing Date/Sessions: May B. 1992 for nne (1) session*

Hearing location: Houston, Texas

cass SCMJAHT

Robert and <"^"v3ar«a Peck ("Fecks") alleged that
as a direct result of poor and incooplete advice frcm the Respondent/

Securities inc. , now known. as Prudential
Securities lococporated ("Prudential") and Robbie DeRooy ("DePoay"), the
Pecks sustained an avoidable loss of daarox irately $75 , 000. 00 on United
Airlines ("UAL") securities between the dates of Octcber 12, 1989 and Octdber
24, 1989. Peck specifically alleged the following:

1* On October 12, 1989, with UAL ""•""" stock at art""rflHTnai"<aly
$283*00 per share, Peck sold 10 uncovered October 250 TOT contracts
for UAL which were scheduled to expire in six (6) trading days;

2 * Although the trade was not "officially11 y**r""lLjllri*rt by
Prudential, Peck's decision to take the risk was based somewhat on
related ypm'imMJuriuMfww by t-iya "Star Group" to buy OAL ty««* "* stock
with a price target of $300.00 per share, as conveyed by Peck's
broker;

3. Qa Monday, Octcber 16, 1989 when UAL stock opened 50 points
dow, Peck made a dftn-is-trn to told the HTT cpticns based on the
suggestions and •^*<* •'"*• »Ha»-Hf-ana of Prudential, ^ao never indicated
to Peck that there was a high risk of a further, substantial
ctownward movemant;

4. CD. October 17, IS 8 9 a further AI«H^* in UAL stock to $198.00
per share occurred, increasing the cost to buy back the cpticns to
over $50,000.00. Prudential, believing a "deal" would go through,
suggested to Peck that ha let the EOT options be ejoerclflftfi at
$250*00 per share, take delivery of the stock, hold and/or sell
"Caili" options against the stock,whereupon Peck decided to hold the
H7T for one more day;

5. Qa Octcber 18, 1589, UAL stock traded between $200.00 and
$186.00, closing at $191.75 per share. The same strategy remained
in effect, reinforced with a "BUT" '**« "•»*• *A»*"1 *•* by Prudential's
"Star Group";

6. Hie HJT option was exercised en Octcber 20, 1989 with the OAL
stock trading between $175.00 and $165.00, closing at $168.50;

7. Qa Octcber 23, 1989, the 1000 shares of UAL stock exercised at
$250*00 was delivered while the "Star Group" was still reocmDending



holding the stock;

8. da October 24, 1989, more difficulties were aTmounced at the
opening of the market and the stock was trading at $146.00 per
share. Peck could not afford further losses and sold the stock for
$146.50.

Prudential ar"* DeRooy denied ĝ ch artf* every
allegation of wrongdoing in the Statement of <^a-*™r alleging that:

1. The Pecks1 account was at all M**«« Han/nô  professionally and
properly;

2. The Pecks were knowledgeable investors who were aware of the
risks of writing puts *™i were aware that the price of URL stock
could fall below its October 15, 1989 level;

3. Tne Star Group's reconnendations were based on the belief that
a successful takeover of TRL would be accomplished;

4. The Pecks' loss in the UMi options was due primarily to the
adverse market nnnri-iMnna unique to **» takeover of TOL;

5* The Pecks are dissatisfied customers who are attempting to turn
Respondents H*ifcn insurers against market risk by transferring to
Respondents ̂ h** risk of loss*

In addition. Prudential ar"* DeRooy asserted *"**ft following affirmative
defenses:

1. Peck authorized and/or ratified the transaction of which he
nOW

2* At a*n MfMm Peck's account was fr«"Hiyi in accordance with the
"Suitability Rule11 of the National Association of Securities
Dealers, Inc.?

3* Peck's account was invested in accordance with their
investment objectives;

4. Any losses sustained by Pack were attributable to market
tn azxl to hi« cMi investment '

5. HIB rflnlm was barred by the doctrine of waiver, estoppel and
ratification;

6. The f<*a'i« was barred by the applicable Statute of Limitations?

7. Peck failed to state a *<ia-hH upon which relief can be
granted; and

8* Peck failed to mitigate damages*



In addition, Prudential agggrt-jyj a. <*vg*r*+'**pt-̂ i a-im for costs assoc ~ed with
H-H q anM on ,

Robert anri fTanriano Peck requested that the

panel gn̂ o** an award against *•>»» pggpnn̂ *a"̂ g/<^̂ Tn^0 *̂<^a ™̂>"̂ q Prudential
Securities Incorporated and Robbie Deltooy in the amount of $75,100.00, the
amount of the loss for which Peck alleges Prudential is responsible .

Prudential Securities Incorporated **irt Rcfcbie
DeRooy requested that frfr** panai p̂̂ -joa t->M> rOn-i-m in its entirety and award
costs in thfvir favor. - -̂

uunat

The parties have agreed that the Auard in Mils 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 originals remain on file with the NASD.

At the close of the Peck's case. Prudential and DeRooy presented a motion for
judgement* The parwi HorHgfl t-Mg nm^on and heard Respondent's evidence*

After fOTnflH Ho»H ng *•>» pleadings, frfr*> testdmxy *Tv3 frfra evidence %tre*aant-f*i at
H*IA hearing, fr***̂  undersigned arbitrators have decided in full and final
resolution of the issues submitted for determination as follows:

1 • *"** ̂ Tnanfrq/fViiint'gM''- POJJ * u n lonfrq Robert a*vi r^arvfa^Q PeCfc ' S
Statement of f̂ ia"*™ is hereby dismissed and 'fe*!'**** in its entirety;

2* n<MyrnrfflFif g/fVTBmfr^T-rn «<«««!*•« Fi iHlMi l Irtl Tlflii 1m Securities Inc.,
now knoNn as Prudential Securities Incorporated, and Robbie
DeRooy1 s fv^7n^^n>*-n aim is hereby dismissed »** Han^af^ in its
entirety;

3 . The parties «*»*n VK«f fhRir own costs of arbitration,
InrlivHnrr attorneys1 fees, except for those specifically enumerated

Pursuant to Section 43 (c) of the Code of Arbitration Procedure, the following
total Forum Fees are assessed: Cde (1) session x $500.00 hearing session
deposit » $500*00

Trie National frflaoriip*"*"" of Securities Dealers, Inc. pH»ii retain
filing fee of $150.00 and the >««*-* rig- session deposit of $500.00 previously



deposited ty na-jmanfrq Robert »TV^ Pfflyfafjft Peck*

Fees are payable to the National RggociaH^P of Securities Dealers, Inc.

omuwnas ARBTISKPCIZS'

Dated:

Gordon W. Hall July 9. 1992
Gordcn W. Hall, Esq.
Public Arbitrator _

Richard A. Hollenberq July 20. 1992

Public J^rbitrator

Ronald A. Siapscn July 10. 1992
Ronald A. SlapscD.
Industry Arbitrator

Date of Service on Parties: LULL 3 7. IQQ2


