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Prudential Securities Incorporated,
Cecfl G. McGsvern and
Rod Olson

For Claimant!: Stephen Murphy, Esq. of Pino & Dido, Logwood, Florida.

For Respondents: Janet V.MdEenna, Vice Prewfeot/Ass^
Incorporated. OnNovraberiS, 1997, NASD Regulation, Inc. received notice of sub«itutum as co«mel
for Respondents by Frederick S. 5chfBs» Eiq. of Holland ft Knight LLP, Tampa, Florida.

' Stiteiaiqa Agreement signed on SeptemberStatement of Claim filed on October 24, 1996.
12, 1996.

Statement of Answer filed by Reapondents Pmdeatial Securities Incorporated (ThoKtentlal"), Cecil
McGavefn CMcGevemp) and Sod Olaon ("CHson'O on Mftrdi 12, 1997. Respondent Prudential's
Submiwion Agreencnt aigned on Much 10, 1998 by Jon C. Tomicm. Respondent McGavetfft
Submission Agreement signed on Man* 10, 1998. Respondent Olson did not file an escorted
Submission Agreement

TTttAP P

On Jury 14, 1997, a telephonic pre-heazing conrereact lasting one teaaion was conducted with the
arbitration panel. On Maixh 9. March 10 and March 11, 1998* in Tarrq^ Florida, heiringslarting five
sasBiona were conducted wiA the arbitration panel.

Claimants alleged the following: that u June of 1995. Mr. and Mn. Susami deposited their entire
retirement saving of $430,000.̂
help managing their retirement savings, and therefore, they tamed to Prudential for their professional
money management eopertiie; that in e^
Claimants agreed to pay Prudential an annual management fee equal to 25% of the assets under



management; that initially,, Prudential presorted Claimants wife two different management programs,
"Quantum Portfolio Management" (•Quantum") and "Prudential Securities Portfolio Management"; Out
Qaimantj elected me Quantum program because it iodudai stria
rcajdredPnidendal broken to seUetoc^
Prudential's research department; tat tiu^montta after the (^
McGavcrn, me Prudential broker, contacted Claimants to encourage them to shift to a Prudential
Securities Portfolio Management Accou^
difference between me Qoantnm and titePnidential Portfolio Mann^^
Portfolb Management account allowed for covered options writing; mat Prudential and McGavem
ominedtotenClamianiamatiliePnidem^
on the broker1* discretion mat me Quantum account imposed; 'mat under me Prudential Portfolio
Management account, the broker was not required to scflstodc but instead had discrete
in the account even after Prudential's research department rated a stock below the minimum acceptable
standards required for a stock in me (fcurntum program; that tbisomte^^
Claimants since me stocks selected for their acconnt by McGavem and Prudential perfaimed niiaefably
and me value of me Claimant's retirement account declined preciously while ft was managed by
Prudential; mat Pnrio^ managed to
a period when the stock market, as measured by me SAP 500, was up over 23% for the same period,
and therefore, Claimant's account while professionally managed by Prudential under performed me
market by ov« 37*; mat Pnideotial charged me Oainiants over $lO»(^.OOmmaiM^einent fees to lose
their ictfcemect savings in the midst of a "Bull" ^yfr^ mat Fcudentisl misrepresented die type of
management services they were providing for Claimants; mat Qafrnflnfn wanted an aecnmt with strict
restrlctwnsimr^Med^butPnidendalin^
discretion; and. mat Prudential's broker, agBlnst ow wishes of the Claimants, uti^
created enormous losses in me daimaot^ account

Respondento denied each and every allegation in me Statement of Claim and asserted me following: mat
me accounts at issue were managed professionally, appropriately, and in accordance with the specific
guidelines and parameters established i»t only by me managed account programs them^
the Claimant* wbea they opened me accounts; mat every security recommended to fJafanants was
suitable, and every security selected fbt Claimants' accounts was consistent with QaimunV
desire for a portfolio of moderately aggressive stocks wim good capital appreciation potential over 4

me apccffic guidelines of the managed account programs selected by Claimants, and Claimants* losses
were cau^ not by Respondents' actions, but insW
managed account programs roughly twelve months after Claimants fcUy funded melr managed accounts;
and, that had Qainmnte remained wim to
when they opened their accounts, the accounts would have been profitable.

Claimants requested an award against Prudential, McGavern and Olson, jointly and severally, of
compensatory damages in the auxrant of $250,000. 00 plus pre-awattl and port-award interest from the
dateoftfte original investment, attorneys* ^
circumstances.

Respondents requested that me Statement nf Qaim
their Aiioi'iicys' fees incurred in these proceedrngs.

fn fts ffitirrtyt



OTHER ISSUES CONSIDERED fe DECIDED

the patties have agreed that the Award in this mattes: may be executed in counterpart copies or that a
handwritten, signed Award msy be entered. la either case, the parties have agreed to need ve conformed
copies of the Award while the original* remain on file with NASD Regulation, IDC.

Prioi to the commencement of the evi^^ 1998, Claimants advised
NASD Regulation, Inc. that aH claims against Respondent Olson had been withdrawn.

At the conclusion of Claimants' case dating the evidentiary hearing, Respondents Prudential and
McGavctn moved to dismiss the Statement of Claim, wtkh motion ww Hie
Panel denied the motion. t

Hie Isaacs of entLdem&at to and amount of attorneys' fees were not submitted to the P&el for
determination.

S
After conridedng the pleading, the te^ \ '
submissiom (if soy), the in*toi$fled arbitrator ;f .
safemitted for deteininatton as fbllowa: * "

1. Qamants Statement of CUim is dfan^f^l in ita entire^.

2. Afl other daim$ for relief are denied.

Pursuant to Rule 10332(c) of the Code of Arbitration Procedure, the Panel lias assessed forum fees hi
the- amount of $4,500.00 (five sessions x $750.00 per union, plus one p**&earing conference with the
Panel x $750.0(0 as follow*:

1. damunte art hereby messed the sum of $2̂ 50.00, for whkb NASD Regulation, Inc. shall
retain the $750.00 hearing session deposit is weU as die balance of $375.00 ronamlng front the $750.00
postpoBfimept fee dqiorit previously paid by dafmanti to partial satisfaction thereof, leaving a balance
due in the smoont of $1,125.00.

2. Respondents Prudential sod McGavem ate hereby assessed, jointly and severally, die sum of
$2,250.00,

3. Respondent Prudential is liable "toft sbaU pay to NASD Regulation, IDC. fee sum of $375,00
represenimgito50%ahai*ofme$75Q.OO 1998 scheduled
hearing dates.

4. NASD Regulation, Inc. shall retain the $200.00 claim filing fee and the $375.00 postponement
fee (for the postponement of me Januuy 5-9, 1998 scheduled bearing dates) previously paid by
Clalmants> as wcA as the $3$0.(X> meiob^

Fees ate payable to me NASD Regulation, Inc. Office of Dispute RfiSOlonon.
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Date of Decision: May 18,1998


