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NATIONAL ASSOCIATION OF SECURITIFS DEALERS REGULATION, INC.

In the Matter of the Arbitration Between

Name of Claimant

Wheat First Securities, Inc.

96-04424

Name of Respondent
Jeffrey L. Cox

ATION

Claimant Wheat First Securities, Inc. ("Claimant™) was represented by Mark J. Kmdys Esq., LQC].&II
Ryan, Richmond, VA.

Respondent Jeffrey L. Cox ("Respondem") was represented by Philip J. Murren, Esq., Ball Shelly. .
Murren & Connell, Harnsburg, PA. o

W
" The Statement of Claim was filéd October 4, 1996. The Sttmmest of i
' Clanmnts Uniform Submission Agreement was signed October 2, 1996 atman s Dy o
Respondent’s. Statement of Answer was filed December 3, 1996, Fogmondents Doy L
Respondent’s Uniform Submission Agresment was signed December 3, 1996. R R
HEARING INFORMATION

Hearing Dates/Sessions: March 20, 1997/two sessions

April 29, 1997/two sessions
Hearing Location; NASD Regulation District Office

Philadelphia, PA
Hearing Dates/Sessions: May 13, 1997/two sessions
Hearing Location: . Doubletree Hotel

Philadelphia, PA
Hearing Dates/Sessions: July 22, 1997/two sessions
Hearing Location: NASD Regulation District Office

Philadeiphia, PA
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CASE SUMMARY,

Claimant alleged that Respondent was hired as a financial consultant in Claimant's Harrisburg,
Pennsylvania office in March 1995. Claimant alleged that as is customary in the securities industry,
Claimant made a loan to Respondent to facilitate Respondent’s change in employment. Claimant alleged
that Respondent executed a Promissory Note ("note”) on March 10, 1995 in the principal ainount of -
$243,200.00, plus interest, payable to Claimant as set forth in the note. Claimant afleged that an
important part of Respondent’s letter agresment with Claimant was his representation that his 1994 gross
production at his prior employer was approximately $608,000.00. Claimant alleged that in fact,
Respondent’s representation of his 1994 gross production was false and, in reality, Respondent’s 1994
gross production was $187,159.00. Claimant alleged that had Respondent represented the truth about
his 1994 production, Claimant would never had hired Respondent. Accordingly, Claimant alleged that
Respondem procured the loan and his employment through fraud.

Claimant alleged that Respondent carried out his fraud through a number of acts of deception, the most
blatant of which was aitering copies of his 1993 and 1994 gross commission production. Claimant
alleged that Respondcnt changed the date of his 1993 gross commission production to 1994 and his 1952
gross commission production to 1993 and increased the level of gross production by cxaclly $200,000.00.

Additionally, Claimant alleged that during a recruiting trip to Claimant’s main office in Richmond,

Virginia, Respondent held himself out as a $600,000.00 producer in 1994 when speaking :with Steve . -
. -‘Monheim ("Monheim™), Regional Manager and Douglas Charney, Branch Manager. Claimantalleged . S
that Respondent admitted that Monheim told him that since Respondent s 1994 gross:.cominissionic:: 2o
‘production exceeded $500,000.00, Respondent would be entitled to his own secretary. Claimant alleged:
that Rmpom:l'ent aiso lied about his 1994 gross commission producnon to representatives of a.nﬁ:m:m;g»

and $608, 866.00 in 1993 and 1994 respectively, which coincided with the figures on:thesaltereds (0 in
-« ~documems: provided. to- Claimant, Furthermore, Claimant alleged- that Respondent admitted::that: hc'm i

falsified his 1994 income on his app]lcanon for employment with Claimant, which helped to- conceal t.!:e B
false information on the gross commission production runs. P gl

Claimant also alleged that Respondent was the subject of a number of customer complaints while
employed with Claimant, including complaints regarding unauthorized purchases of securities.

Claimant alleged that Respondent’s letier agreement with Claimani provided that the note would be
forgiven over 2 five-year period with one-fifth of the principal amount, plus accrued interest, being
forgiven each year. Claimamt asserted that Respondent completed one full year of employment which
would have resulted in the forgiveness of one-fifth of the principal amount plus accrued interest if
Respondent had not been guilty of defrauding Claimant with respect to his prior employment production
records. Thus Claimant alleged that the entirety of the note became due based on the terms of the note.
In addition, Claimant asserted that the terms of the note required that Respondent also pay all expenses
incurred in collecting any indebtedness under the note, including reasonable attomey’s fees.

Respondent maintained that his agreement to join Claimant as a broker in the Harrisburg, Pennsylvania
office was procured by Claimant through material misrepresentations which induced Respondent to leave
a secure position with Prudential Securities, a national firm. Respondent maintained that after joining
Claimant, he came to realize thar Claimant did not intend to fulfill the promises it had made to him
regarding sales assistance support, operational support, managerial support and customer service.

Respondent maintained that as a result, his cusiomers became dissatisfied with Claimant as well.
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Respondent further maintained that Claimant’s management underiook a concerted campaign to
prematurely terminate his employment relationship with Claimant. Respondent asserted that he had been
paid transitional compensation to leave Prudential and join Claimant in the form of & five-year forgivable
loan in the principal amount of $243,000.00. Respondent maintained that as he compieted une full year
of employment, he was entitled, by the terms of the note, to forgiveness of one-fifth of the principal
amount, However, Respondent contended that, because he was dealt with in bad faith and induced to join
Claimant’s firm by misrepresentations, the promissory note wes-mull and void. : The Respondent
maintained that the note was not valid becanse it was based on a failure of consideration, fraudulent
misrepresentations and it was a contract of adhesion. In addition, Respondent maintained that the bad
faith treatment he was accorded by Claimant violated the expires terms of his agreements with Claimant
and thus breached Claimant's covenant ofgoodfauhandfmrdmlmgmﬂ:mm. Y

Respondent denied all allegations that he made any mlsrcpmcntanons to any of Claitnant’s representatives
concerning his actual pross commission production at Prudential Securities. Respondent even brought
to the anention of Claimant a discrepancy in the written agreement he was_asked to sign on March 9,
1995 as it did not reflect his understanding of the negotiations between himself and Claimant concerning
the basis for the calculation of his ransition compensation. Respondent contended that he believed that
the transition compensation was to be based upon his highest production year {1993), whereas the
agreement stated that the compensation would be based upon the "last twelve months.” Respondent

- . mnaintained that in bringing his discrepancy:to Claimant’s attention, it was cbvious that his intent was not--~ - -~ .-
- to.work any, déception upon Claimant or-to-defrand Claimant by concmlmg material mfonmuon 4. the R

. _hopc that Claimant: would. nmieam h:s true producuon ﬁgl.m:s Yo

QTHER ISSUES CONSIDERED & DECIDED

The parties have agreed that the Award in this matter may be executed in counterpart copies or that a
handwritien, signed Award may be entered. In either case, the parties have agreed to receive conformed
copies of the Award while the originais remain on file with the NASD.

The panel considered Claimant’s motion to strike Respondent’s affirmative defenses and preclude the
taking of testimony thereon and Respondent’s Response thereto and denied the motion.

The panel also ﬁonsir.lered Respondent’s motion to file a counterclaim pursuant to NASD Regulation Rule
10328(b) during the course of the hearing, and Claimant’s Response thereto, and denied the motion.
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After considering the p!eadmgs the testimony and the evidence presented at the hearing, the undersigned
arbitrators have decided in full and final resolution of the issues submitted for determination as follows:

1.  That Respondent is Liable to and shall pay to Claimant$243,200.00. . . . ..

2. Thmmhpuwshaﬁbcarimowncostsmﬂexpcnses,h:cludingmom:y'sfm.withthe
cxccpuon of the Forum Fees as 'dxscussed below.

3. That any and all relief, not specxﬁm.lly addressed herein, is denied.
----- . FORUMFEES
Pursuant to Rule 10205(c) of the Code of Arbitration Procedure, the following Forum Fees are assessed:
8 sessions x $750.00 = $6000.00
Forura Fees are assessed to Claimant at $3,000.00 and to R:spondcnt at $3,000.00. Claimant is to

- receive-credit for the $750.00 hearing session deposit previously submitted to the NASD Regulation,”
!""!eavmg nnbt assasmmt dne from Claimant of 5‘225000 Respondem has a net assmsmeﬁﬂueo

R

10333 Claim: M‘jt is asszssed a munbu surcharge of $350 00 Claunant 1szla.=rcuelvc
“‘credit for the: ‘surcharpe deposit previously submined 1o the NASDRegulation, 1éaving

'-'surchargwdué"ﬁ;omtcmmmﬁ g : ;_;;;‘;4_-,;;, B T Rt _--.,’»;_-‘ e
T neds s bt S0 L

Fees are' payable to the Nanona] Assucxat:on of Secuntm Dca.lcrs Regulanon, Inc

DATE - ‘ CONCURR]NG ARBITRATORS’ SIGNATURES

x/el)

Sheldgh Seligsohn, Presiding
Public Arbitrator

- Maicolm P. Maples, Jr.
Public Arbitrator

Jerry Brown
Industty Arbitrator

Date Decision Served by NASD Regulation: %ﬂz I QI IQQ?
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AWARD

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

1. That Respondent is liable to and shall pay to Claimant $243,200.00.

2. That each party shall bear its own costs and expenses, including attorney's fees, with the
exception of the Forum Fees as discussed below.

3. Thatany and all relief, not specifically addressed herein, is denied.
FORUM FEES
Pursuzant to Rule 10205(c) of the Code of Arbitration Procedure, the following Forum Fees are assessed:
8 sessions x $750.00 = $6000.00
Forum Fees are assessed to Claimant at $3,000.00 and to Respondent at $3,000.00. Claimant is to
- 2 receive credit for the $750.00 hearing session deposit previously submitted to the NASD Regulation, -

v~ leaving -a net assessment due ftom Clannant of $2,250.00: Respondent has a net ass:ssrn::nt -Que -of -
- T ".:; =w"s3,(m.m. . N L LRI . Fere s _:‘7,7;.1‘,-“ P ) S e, w.__‘_,._;.,, \,.u

,surchaxge due from Clammnt .
o ‘r'-,::-l*r‘"Fm am*payable to:the Nanonal Assoclannn vf &ecuntm Dea]ers Regulanon lnc Cupsesgeade iz ta-che B
DATE CONCURRING ARBITRATORS’ SIGNATURES

- p—

Sheldon Seligsohn, Presiding

810197 : MW‘/% '

Malcolm P. Maples, Jr.
Public Arbitrator

Jerry Brown
Industry Arbitrator

Date Decision Served by NASD Regulation: %@Zﬂ?




. 0501 Y

Wheat First v. Jeffrey Cox
_ Arbitration Mo, 96-04424
Page 4

AWARD
After considering the pleadings, the testimony and the evidence presented at the hcanng the undersigned
arbitrators have decided in full and final resolution of the issves submitted for determination as follows:
1. That Respondent is liable to and shall pay to Claimant $243,200.00.

2. That each party shall bear its own cosﬁ and expenses, including attorney's fees, with the
exception of the Forum Fees as discussed below.

3. That any and all relief, not specifically addressed herein, is denied.
FORUM FEES
Pursuant to Rule 10205(c) of the Code of Arbitration Procedure, the following Forum Fees are assessed; .
8 sessions x $750.00 = $6000.00
Forum Fees are asscssed to Claimant at $3,000.00-and to Respondent at $3,000.00. Claimant is to
receive credit for the $750.00 hearing session deposit previously submitted to the NASD Regulation,

- leaving a net assessment duc from Clanman: of $2 25000 prondem has a net assess:m:nt due of - T
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 Pees it payab’lc”téme Nafioal Assoc:anon of Secunnes Dealers Reguilation; Inc. - * =gl piiuti (0BT
DATE CONCURRING ARBITRATORS’ SIGNATURES

Sheldon Seligsohn, Presiding

Public Arbitrator

Malcolm P. Maples, Jr.

Public Arbifrator
ot b (/” /77 7/ /\J/{'A//M
o Jerry B ! N
Industry Arbitrator

Date Decision Served by NASD Regulation: 97




