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NATIONAL ASSCCTATION OF SECURITIES IEALERS

In the Matter of the Arbitration Between

Name of Claimantg

Ben Turnage and Roxeo, Ltd.
91-04058

Nama of gggggggggts

Prudential Securities Incorporated:;
Garry Lauman

REPRESENTATTIN
]
For Claimants: Ben Turnage and Roeo, Ltd. were represented by Cliftom

Hodge, Esq. and W. Robert Jones, III, Esq. of Fhelps Dunbar, located in
Jackson, Migsisaippi. '

For Respondents: Prudential Securities Incorporated and Gerry Lauman were

representsd by Alan W. Perry, Esq. of Forman, Pexry, Watkins & Krutz, locatad
in Jackson, Mississippi.

Statement of Claim filed on: December 23, 1991.

(laimant Ben Tinmage's Submission Agreement signed cn: December 19, 1991,
Claimant Romeo, Ltd.'s Submission Agresment signed on: December 19, 19891 by
Een Turnage as President, Resxso, Ltd.

Joint Statement of ZAnswer filed by Respondents Prudential Securities
Incorparated and Gerry Lauman on: Februvary 13, 1992,

Raspendants Prudential Securities Imcorporated and Gerry Lauman did not file
executed Submission Agreements, but answered, appeared and testified at the
hearing, are a member or an associated person and are required to submit to
arbitration pursuant to Section 12 of the NASD Code of Arbitraticn Procedure.




THPORMATTON

Pre-Hearing Conference: Nome Held.

Hearing Dates/Seasions: July 15, 1992 for two (2) sessicns
July 16, 1992 for wwo (2) seesions
July 17, 1992 for oo (2) sessions

Hearing Location: New Orlesms, Louisiana,

CASE STMMARY
—= Claimants Ben Turmage and Rooo, Ltd. {("Turnage®) alleged that thaRespmdmi:
- & .. “Gerry Lauman ("Lauman"), while emplioyed by or acting as ths agent for the

Raspondent Prudential Securities Incorporated ("Prudemntial®) reccrmmended
unsuitable, speculative securities such as Mtel and First Executive Life G.
Turnage specificaily alleged as follows:

1. Tonage eqgeessed to Lauman at their indtial meeting on ox
about May 3, 1990 a desire to learn about tha stock market
through hands-en experience and infcrmed Lauman that he had no
pricr investmenr experience and could afford to lose a maximm of
$15,000.00 to $20,000.00 in the market;

2, Twrmage, who had no prior knowledge of Mtel, puxchased 3,000
shaves of Mtel and 1,000 shares of Trustmark at Lauman's urging.
Based co lauren's contimiing reccmmendations of Mtel and advice,

Turmage purchased more shares of Mtel and contimued buying and

sellingvarlmspemht:l.vastmh ineluding 5,000 shares of Pirst
Exacutive Life Preferred G;

3. Tumage received margin calls dus to the decline in valus of
the stocks in Juna of 1990 and alleged that Lauman did not explain
the concept of margin calla)

4, Twuanage alleged that he purchased two options cantracts on
Octcber 29, 1990 and purchased additicnal shares of Mtel based cn
Lauznan's advice to make up losses)

5. On December 31, 1990, Tinmage sold his First Executive and

Trustmmrie stock and on Jamuary 7, 1991, hes began liquidating his
Mtel holdings.

Turnage further alleged that tha following additional facts support his
claims: Laumen‘'s encouragement to purchase large blocks of spaculative, low
priced securities without explanatiom of risks; Lauwmm's encouragement to
purchase sscurities through a margin account without explanation of margin
calls, encouragunent, or altarnatively, his failure to advise Turnage against
accumilating extraordinarily large blocks of stocks disproportionate to the
raminder cof tha portfolio; Laumn's recammsndation to Twomage, a novice
investor with six mnths experience, to engage in options trading and
recamendation to trade large blocks of U.S. Treasury strips.




Bagsed ocn the above allegaticms , Turnage asgserted claims for breach of
fiduciary duty; violaticn of Secticm 10 of the Securities and Exchange Act of
1934, SBEC Rule 10b-5 and Miss. Code Am. Sectiom 75-71-501; negligence; and
violation of Article III, Sectiom of the NASD Rules of Fair Practics.
Respondent Prudential's liability was alleged pursuant to the theory of
Respondeat Superior and for violation of Section 20{a) of the Securities
Exrchange Act of 1934.

Respendents Prudential and Laumen denied the material allegaticns of the
Statement of Claim, alleging that:

1. The Claim contains misstatements and factual distortions and
conveys little, if amy, of tha actual history of the account and
Tunage's interactions with Lanmmam;

P
2. Lamun‘s initisl contact with Tumage came not as the result of
any sales tactics by Lammem, but, rather, as tha result of
Turnage's own strong desive to invest in the market;

3. During the initial meeting with Lauman, Turnage was aoxicus to
laarn about Mtel stock, which was tha same gtock Turnage's
girlfriend, who was a client of Laumen's, had discussed with Lauman
in the Spring of 195%0;

4. Turnage did not set a losa limit of $15,000.00 to $20,000.00

but that amount was the total sum Turmage originally stated he
vanted to imrest;

5. Laxran, who was amdous 0 glve Tumage only accurate
informaticon, describad Mtel as a "good, long-temm, speculative®
mnityamdthedecisimmpmthamuﬂBOOOmmm
Turnage'=s)

6. Turmage's purchases of Mbel never occurred without his
knowledge, permissicn or informed conseat and ha was supplied with
Mte]l =ales literature, quarterly and amual reports, prospectus-
like information, account statemsats and trade confinmations. On

more than cne occasiom, mmsad.hisdasi:emanloouoo
shares of Mtel;

7. It was Turnage's sole decisicn to sell thea Mtel stock which has
mere than doubled from the price at which Tiomage sold it;

8. Several of tha stocks purchased by Turmage were never heard of
by Lauman amxi were brought to the attemtion of Lauman by Turnage
and were purchased at Tixnage's ingistence; and

9. The concept of options as a possible investmant strategy was
first raised by Turnage, wharerpon Lanmn suggested buying puts to
Txmage, based cn the Frudsntial's belief that several stocks were
going to suffer a decline in price and ag a recognized investment
strategy in an attempt to earn back losses. Turnage exscuted the
Opticns Client Agresment Form and tha documsmtation specifically
authorizing the purchases of the pucs.




® RELIZF RECUESTED

Claimant Ben Turmage requested an entry of an Award against the Respondents
Prudential Securities Incorporated and Gerzy lLauman in the sum of
$436,000.00 in actual dammges; interest from the time of the investnants at
tha maximm rate permitted by law; reascnable attormeyvs' fees and ccsts of
the arbitration. Claimant Roxeo, Ltd. requested an entry of an award against
the Respondents Prudential Securitiss Incorporated and Gerry Laumen, joint
and saverally, in the amxmt of $103,343.76 in campensatory damages:
interest from the tims of the txansactions at tha maximm rate pemmitted by
law; reasonable attorneys' fees and costs of the arbitrationm.

—— Respondents Prudential Securities Inccrporated and Gerzy Laumen requested
- = «- 77" that the Statemsnt of Claim be denimd™n its entirety and that all costs and
expenses of the arbitration to be assessed against the Claimmnts.,

Respondents Prudential Securities Incorporated and Gexry Lauran did not file
a properly exacuted Submiggion Agreement. The pansl specifically finds that
Regspaxients Prudential Securities Incorporated and Garyy Lauman are recquired

to sutmit to arbitraticn pursuant to Section 12 of the MASD Code of
Arbitraticn Procedure. )

Ths parties have agreed that the Merd in this matter may be exscuted in

. comterparxt copies or that a handeritten, signed hexd may be entered. In

: either case, the parties have agread to receive conformed copies of tha Amard
while the original remaing cn file with tha NASD.

7
After considering the pleadings, the testimony and the evidence presented at
the hearing, ths undersigned arbitrators have decided in full and Ffinal
resoluticn of the issues submitted for determination as follows:

, 1. Respondents Prudential Securities Incorporated and Gerry Lauman
are jointly and severally liable for and shall pay to Claimants Ben
Turnage and Reoess, Ltd. the sum of £293,539.00 plus sinmpls interest

at tha rate of 8% per anmmn fram July 1B, 1992 until sajd award is
paid in full; and

2. Tha parties chall bear their own costs of arbitzatiom,

including attorneys' fess, eoxept for those specifically
emmmeratad heredn. .

QIHER COSTS
The HNational Association of Securities Dealers, Inc. shall retain the

' adjonTment fea of $1,000.00 previocusly deposited by Respondent Prudential
. Securities Imcorporated.




Pursuant to Sectien 43(c) of the Code of Arbitration Procecre, the
following Formum Fees are assessed: Six (6) sessicns x $1,000.00 = $6,000.00.

The Naticmal Association of Securities Daalers, Inc. ("NASD") shall retain
the claim filing fee of $250.00 and refund the hearing session deposit of
$1,000.00 previously dsposited by the Claimants Ben Turnage and Roaxco, Ltd.
Respendents Prudential Securities Inoorporated and Gerry Laumen are jointly
and severally liable for and shall pay to the NASD the sum of $6,000.00 as

forum fees.
= - "Fées avre payable to the National Associatton of Securities Dealers, Inc.
m AIRTTHEATCRS! m

Dated:

Daniel E Biva:sl TIX E‘tﬂﬂﬂ' 21! 1992

Public Arbitrator
Chairperson

J. Borne, III w 23,1992

. » -
public Arbitrator

Alice I. % Septenbex 23, 1992
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