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In the Matter of the Arbitration Between.
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Ben Turnage and Banco, Ltd.
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Name of Respondents

Prudential Securities Incorporated;

FOOT Claimants: Ben Turnage and Roxoo, Ltd. ware represented by Clifton
Bodge, Esq. and W. Robert Jones, HI, Esq. of Phelps Dunbar, located in
Jackson, Mississippi.

For Respondents: Prudential Securities Incorporated and Gerry Tflimfi were
represented by Alan W. Perry, Esq. of Forum, Perry, Watidns & Krutz, located
in Jackson, Mississippi.

TSSCUHKdOS

Statement of Claim filed on: Decentoer 23, 1991*
Claimant Ben Turnage' s Submission Agreement signed on: December 19, 1991*
Claimant Roxoo, Ltd. 's Submission Agreement signed on: December 19, 1991 by
Ben Turnage as President, Roxco, Ltd.

Joint Statement of Answer filed by 17fyi[M imli'iii n Prudential Securities
Incorporated and Gerry taimar* on: February 13, 1992.

Respondents Prudential Securities Incorporated and Gerry TJMWBMI r|-M not file
executed Submission Agreements, but answered, appeared aTtf* testified at the
hearing, are a "*«in>t or an a ««*v̂  «*•<** ^tmmai and are required to submit to
arbitration pursuant to Section 12 of the NASD Code of Arbitration Procedure.



Pre-Hearing Conference: Hone Held.

Hearing Dates/ Sessions: July 15, 1992 for two (2) sessions
July 16, 1992 for two (2) sessions
July 17, 1992 for two (2)

location: New Orleans,

Claimants Ben Turnage and Kcooco, Ltd. ("ttxrnage11) alleged that the Respondent
Gerry TJI«B»« ("lauman"), while employed by or af! "̂g as the agent for the
Respondent Prudential Securities Incorporated ( "Prudential" ) reocranended
unsuitable, speculative securities such as Mbel and First Executive Life G.
Tuznage specifically alleged as follows i

1. Turnage expressed to TJM«I»TI at f̂ry**" ^«4<Hai meeting on or
about May 3, 1990 a desire to learn about: the stock market
through, hands-on n̂r̂ f j onr*** anrf informed T-auman that he had no
prior invesnoenc experience and could afford to lose a TmrrtTiim of
$15 r 000. 00 to $20,000.00 in the market?

2. Turnage, who had no prior knowledge of Mtel, purchased 3,000
shares of Mtel and 1,000 shares of Trustnaifc at Laumaa's urging.
Based on lauman* s rm*~*******3 ' •*• •!•••• H^M^M of Mtel and advice,
Turnage purchased more q*i*'t''t*g of Mtel and fy**+"*™i** buying and

5,000 shares of First

3. Ttarnage received margin *^"ii« due to tĥ  A>«HfM in value of
the stocks in June of 1990 and alleged that TJMWMT* did not explain
the concept of margin calls;

4* Turnage alleged that ha purchased two options contracts on
October 29, 1390 and purchased a**t**--<'-'irMi shares of Mtel based on
Lauzan's advice to make up louncioj

5. OL December 31, 1390, Turnage sold his First Executive and
Ttusonark stock and on January 7, 1991, he began liquidating his
Mtel holdings.

Turnage further alleged that the following aA"*"*™MT facts support his
claims t Lawman's eocouragement to purchase large blocks of speculative, low
priced securities wittout explanation of risks; launan's encouragement to
purchase securities through a margin account without explanation of margin
calls, encouragement, or alternatively, his failure to advise Turnage against

na-r-l jy large blocks Of StOCkS A* ̂ ftvprg-H nrafeft tO the

remainder of the portfolio; Lauman's r"*1*"̂ ""1"1 "̂*"1"" to Turnage, a novice
investor with six ^̂ t»-hg experience, to engage in options tr̂ diTij and
reconnendation to trade large blocks of U.S. Treasury strips*



Eased en *•>«* above an^gn^rmg ,, Turnage asserted. r»ia^mq for birarh of
fiduciary duty; violation of Section 10 of the Securities and Exchange Act of
1534, SEC Rule lQb-5 and Hiss. Code tan. Section 75*71-501; negligoce* and
violation of Article IUf Section of the NASD Rules of Fair Practice.
Respondent Prudential's liability âs alleged pursuant to the theory of
Respond̂ t Superior «™* for violation of Section 20 (a) of the Securities
Exchange Act of 1934.

Respondents Prudential *™* T-anman HarHod t-ba material all^pf*rina of the
Statement of fna-hnr alleging that:

arvi factual

conveys little, if any, of the actual history of the account and
Turnage's interactions with

2. Lauman's ^4 Hal contact with Turnage came not as *"**» result of
any sales tactics by TJHMTI, but, rather, as the result of
Turnage's own strong desire to invest in the market;

3 . During the 4n*Hai MoHng with Tjamm, Turnage was anxious to
learn about Mtel stock, which was the same stock Turnage1 s
girlfriend, who was a client of Lamm's, had rUncnfwd with Lauman
in the Spring of 1990;

4. Turnage did not set a loss limit of $15,000.00 to $20,000.00
but that amount was the total sum Tumage originally stated he
wanted to invest;

5* TjmMTij who was anxious to give TUmage only accurate
Mtel as a "good* lcDg~tenzt, speculative*

security *™* the A***4i?irvi to purchase »>m» 4^<M»i 3,000 shares WHS
TUznage's*

6 . Tumage1 s purchases of Mtel never occurred without his
knowledge, penoission or ^ft» 1111̂ 1 consent and he was supplied with
Mtel sales literature, quarterly and annual reports, prospectus-
lite 4n<T<'ni"a^imif account stateooents aTV^ trade rm1** TTB^ r"a - do-
more than one occasion. Tannage w^rcggoil ^**fl desire to own 100,000
shares of Mtel;

7. It vma Turnage1 s sole diapjgim to sell the Mtel stock which has
more than doubled fron the price at which Tumage sold it;

8. Several of the stocks purchased by Tornage were never heard of
by TJ"™>" aa£ iimro brought to ^^» attention of T^MMI ty Turnage
and \t\ftn * purchased at Tumage8 s *'na*a*aeKr^i and

9. Hie concept of options as a possible investment strategy VAS
first raised by Turnage, ^etceupcc LaunBn suggested buying puts to
T\itnage, based on «->re Prudential's b^li^f that several stocks ware
going to suffer a rfar«'HTttt -in price »r^ as a recognized investment
strategy in an attempt to earn back losses. Tuznag* executed the
Options Client rujrcrmpnt ?brm artrf the ctocumentation specifically

TVJ J»>M> purchases of ***** puts.



Turnage requested an entry of an Award against t**A Respondents
Securities Incorporated and Gerry lauman in tha sun of

$436,000.00 in ar*trml damages; interest from tti* time of tha investments at
tha TrmriTTim rate permitted by law? reaaooable attorneys* fees and costs of
the arbitration* Claimant Karoo, Ltd. requested an entry of an award against
the Respondents Prudential Securities Incorporated and Gerry Laxnnan, joint
and severally, in tha amount of $103,343.76 in ccnpensatory damages;
interest fwm H^ time of frfr*» 1"TTTnBBr<<"1 m* at ***"* maximum rate permitted by
law; reasonable attorneys1 fees and costs of tha arbitration.

Respondents Prudential Securities Incorporated and Gerry launan requested
that tha Statonent of <^a4« be denied^ln its entirety and that all costs and
expenses of tha arbitration to be annnnnf^ against tha <^a-fTy^pi"q,

Respondents Prudential Securities Incorporated and Garry Lauman did not file
a properly executed Submission Agreement. Tha panel specifically finds that

Prudential Securities Tn"rtrnr?rff^^iri and Gecry T^M™*** axe required
to submit to arbitration pursuant to Section 12 of tha NASD Code of
Arbitration Procedure.

Tba parties have agreed that tha Award in this matter may be executed in
counterpart copies or that a hancbarittan, a^grwi Award may be entered. In
either case, tha parties have agreed to receive nrnfarmd copies of tha Jtaaxd
v&ile tha original remains on **le with tha NASD.

After considering f^ pleadings, •">*> testimony and ^h* evidence pmnfnfnd at
the hearing, tha undersigned arbitrators have decided in full and final
resolution of tha issues submitted for determination as follows:

1. Respondents Prudential f?fvjuriHftff Trinrgnp^ra^^rj jmrf Gerry
are jointly and severally liable for and shall pay to Claimants Ben
Tunoage «a± Scooco, Ltd. tha sum of $293,539.00 plus simple interest
at tha rate of 8% per annum from JUly 18, 1992 until said award is
paid in full; and

2. Tha parties shall bear their own costs of arbitration,
Inrtl Tiding attorneys4 fees, except for those specifically

The KEal"tffri%l Association of Securities rkmlni n. Inc. «>**TT retain
adjcuzzaoent fee of $1,000*00 previously deposited by Respondent Prudentia
Securities Incorpccated.



Pursuant to Section 43 (c) of the Code of Arbitration Procedure, the
following Forum Fees are assessed; Six (6) gmtr!"*1" x $1,000.00 - $6,000.00.

The National Association of Securities Dealers, Inc. ("NASD") shall retain
the claim filing fee of $250*00 and refund the tinnTing session deposit of
$1,000.00 previously deposited by the Claimants Ben Turnage and Soooco, Ltd.
Respondents Prudential Securities Incorporated and Gerry TJMMM are jointly
and severally liable for and qh»n pay to the NASD the sun of $6,000*00 as
forum fees.

"Fees are payable to the National Associates! of Securities Dealers, Inc.

Dated:

Daniel Eugaoe Bivens, HI
Daniel Eugen
Public Arbitrator
Chairperson

Clayton
Public Arbitrator

Alice I. Hoofaes Septentoer 23. 1992
Alice i. ^̂ ^̂ ™̂̂ ^
Industry

Date of Service on Parti eat -/ " A? fLl


