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und Preston Hammer 

Ri:SF(JMI3HNTS 

B<rar. Steams &. Co.. Inc. and Richard LaV'mce 

CROSS-CLAIM.VNTS 

V. 

PrcMon Hainra^ 

CROS-S-RESPONTJENT 

PCXC.\SEi»:W-S012 

DF.CISION iN THF. MATTER 
OF .\RnnRATION BErAEEN 
ALAN OI.SKN .AND BEAR, STEARNS & 
CO.. INC., RICHARD 1.A VOICE .\ND 
PRESTON 1L\MMER 
.AND RELATED CROSS-CLAIM 

Ihe undersigned Arbitrators, having read and considered the Claim submitted by Gaimant on March 19. 
1999. and the .Answer and related Cross-Claim of Respondents; having considered all testimony given on 
October 4,5, and 6, 1999, and January 10,11,12 and 13.2000 at San Francisco, Caiifbmia, at the hearings 
conducted; and. having considered all papers subimtted m this nutter, hereby render die followmg Decision 
pursuant to Rule 12.29(a) ofthe Rules ofthe Pacific Exchange: 

REPRESE-VFATION OF PARTIES 

Of Claimant: Brian Zagon, Esq. and Robert Gonscr, Esq. 
Resolution l aw Croup - Lafayene, CA 

Glenn Allen, Esq. 
Hassard Bannington ~ San Francisco. CA 

Of Respondents Bear, Steams & Co., Inc and Richard LaV'oice: 
Steven Young. Esq. and Philip McLeod, Esq. 

Keesal, Young A Logan - San Fnmcisco. CA 

file:///RnnRATION
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Of Respondent Preston Hammer: 
Rxhard Jaeger. Esq. 

Feldman iVuldman db A7tn^ - San Francisco. ('A 

SL.MMARYOFrASH 

()n .Ma> 3, ;99fi. Ciainrjin! Alan Olsen (."Claimant".! opened an individual account ("the Account"! with 
Rc^pnndcnu Pnrbinn Hammer ("Respondent Hammer") and Bear. Steamb & Co.. inc. T'Respondent Bear. 
Suram-s &. f "o.. inc " ) ' Ciairrjni previously had accounis '.̂ iih Respondent Hammer while he was employed 
uT Montgomery' Securities and opened his Bear Steams Accounts when Respondent Hammer became 
employed :hcre. During 'iie first week of June 199S. Claimant deposited S2.S7n.00G.00 into the Account. 

C!ii:inant alleges ihat Rcspondcn! Hammer made numcrou.s, unauihorized trades on margin in (he AL-coiin:. 
did disregarded Clairriant's in.^trucuor.s *Jiat all tTan.saciions be discussed with him prior to being made, and 
thbt the cuuiiy pusinun in Lie AL';:ount be at least "iS^ In July 199S, Claimant msmicted Respondem 
Hammer to ieil his posiUons in Sportline USA. Inc. ("SPLN"). Earthlink Network Inc. C'ELNK"), Inlcrplav 
br-ierammem Corp. (IPI.Y"), HBO it Co. ("HBOC*) and HA-LO Indusincs ("IIMK"). A portfoho report 
faxcti from Respondent Bear. Steams &. Co.. Inc on Jul> 23. 1998. by Respondent Hammer, represented that 
the shares of all these stoclcs had been sold. Howe\ er, when Claimant received his August 199S monthly 
siaicment from Respondent Bear. Steams & Co.. Inc, it was mconsistcnt with the verbal and wntten 
representations he received 3om Respondent Hammer 

Respondent Hammer acknowledged that tradmg errors had been made, and offered verbally and in ^Tiling 
to reimburse Claimant for the losses m the Account. A check for S?0,000.00 was given to Claimant b>-
Rcspnndcnt Hammer to cover the S67,297.00 residual debit ui the Account, but waa rejected for insufficient 
funds. Claimant alleges that Respondents' unauihonzed trading, failure to follow instructions, and lack of 
supervision caused him substantial losses. The Account was liquidated m September 1998 to meet 
Respondent Bear, Steams & Co., Inc.'s margin calls. 

Respondent Bear, Steams & Co.. Inc. asserts that Claimant was a sophisticated investor, and that he assured 
Respondent Bear, Steams & Co., Inc. that he carefully followed the activity in the Account, and wanted lo 
trade aggressively. Respondent Bear, Steams & Co.. Inc. also asserts that Clainiant signed a Tnding 
.Authorization grannng Respondent Hammer discretion to trade fiom the AccounL Respondent Bear, Steams 
& Co., Inc. alleges that Claimam did not instruct Respondent Richard La Voice (Ite^xiiident LaVoice") to 
keep Oaimant's equity at 75%. and that on August 3.1998, when Respondent Bear, Steams & Co., Inc. sent 
Claimani a letter askkig him to make sure the acUvity in the .Account was consistent widi his objectives, 
Claimant signed and returned die letter on August 21,1998. 

Respondent Bear. Steams & Co., Inc. alleges that die .Account siaiemenis Claimant attached to hb Statement 
of Claim are so obxiously false thai he could not have reasonabty relied upon them. The Account statements 
haw no Bear Steams logo or other markings on them, there is no disclaixner. some had written notations on 

' Preston Hammer ind Bear. Sieams A Co , Inc. nmcf ima m collectively referred lo hemn as "RicspondeDU" 
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ihcm. and ihe .'uly 24 statemcn: ha.̂  the year dated a:: 2998. Respondent Bear, Steams & Co., Inc alleges 
&.21 Claimant hao to knoui that Rrspondcni Hammer had produced them outside ofthe Bear Steams system. 
Reiipondeni Bear. Steams & Co. Inc. also asserts that Claunant had to ha\-e knuwn that the .Accuun: 

^'.aiements and prumissor\' notes were tnc'^lar 

ISSUr.*; FOR RFSOIITrON 

D'd Rc>pondenr Hammer defraud Ciainiimi .Alan Oiser"' 
2. Did Respondent Hammer engage in unauihon/ed tradingi' 
; Did Respondent Hammer fail to follow Claimant's msimctionsV 
~. -ai Did Respondent Bear Steams & Co. Inc.. and 

(bl Did Respondent Richard La Voice fail to supenisc Respondent Hammer'̂  
*> Did Respondent Rear. Sieami &. Co.. Inc. breach the contract with Claimant? 
ti. Did Respondem Hammer ac: ijomoletelv outside the scope of his cmplovment with Bear. Sieams & Co.. 

Inc.'' 
Did Respondent Hammer conceal his acts from Respondents Bear, Steams &. Co., Inc. and Richard 
1.3 Voice'.' 

RELIEF RFOITSTED 

A. Bv Claimant-

Oaimant Alan Olsen requests compensatory damages in the amouni of S3.SS0,091.00. includuig 
prejudgement interest plus attorney's fees of approximately S241,000.00; expert witness' fees of 
S29.283.00; and cost of S26.916.00; totaling approximately S3,S40.D0. In addition. Claimant 
requests punitive damages at the discretion of the Arbitration Panel. 

B. Bv Respondent and Cross-Claimant; 

1. Respondent and Crass-Gainiant Bear, Steams A. Co.. Inc. requests that damages be limited by 
the Arbitration Panel in light of the conduct of the Claimant 

2. Respondent Richard La Voice requests dismissal fnxa the case. 

3. Respondent Hammer requests damages be hmitcd by die Aibitration Panel m Nghl ofthe conduct 
of the Claimant and the inadequate supervision by Respondent Richard La Voice. 

http://S29.283.00
http://S26.916.00
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HECLSION 

Hisr \rb>in^t:on P^ntfl. alter M hearing sessions nf taking evidence, bo'ih oral and documentar>-. having 
evaluiiied ul! cudcncc and the L-redihiiMy and weight thireof, and having given due weight and pnihative 
laiiic TO Ihe e^-ldence. unan.ninusiy and in full, cumpleie and final re.solunon ofthe i<tsues presented 'o it. 
ijnicrj. ::•; deci'-ion ii> follows: 

A I T.din-jv 

1 Rc'.pkindi-n: Preston f iammcr d:d defraud Claimant .Alan Olsen. 
2 Resix>rilcnt i^r;>ioii llannier cneagni :n >Jiiai;ihon.:ed trading for Claimant's aiicnuni. 
1 Rc>pondeni Prestnn Hammer failed to follow Claimant's instructions. 
4 I jf Kcspondcnt Bear Steams &. Co.. Inc failed to eifectiveiy supervise Mr Hammer by rca.'wn ol 

:naclequuic polic:ci* :ind prcicedures: arxi 
lb] Ke.sponjcn: Richard LaVou-e's .liupervision oi Tresion Hammer wû ; uiihin i\e policies and 
procedures of Bear Steams 

.-? kcjpondcr.i Bear. Steams iSL Co., Inc breached ILS contract v̂ith Claunant. 
(i. ResjKndeni I'icston Hammer acted uuhm the scope nf his emplo>ment. 
' Respondent Richard LaVniee ae:ed w-.thm the scope of his employment. 
5 Respondent Preston Hammer concealed his acts from Respondents Bear. Steams & Co . Inc. and 

Richard LaVoice. 

B. -Award 

i Claunanr Alan Olsen is awarded three million nme hundred thousand dollars (53,900,000.00)^ 
;oinily and severally against Respondents Bear. Steams & Co., Inc. and Preston Hammer. The 
award rendered i3 inclusive of attomeyc' fees and costs. 

2 Respondents are assessed forum fees and pre-hearing sessions conference fees in die amount of 
iwent>-eight thousand and eight himdied dollars (S22,800).^ 

* Claimant's claim against Respondent Richard LaVoice is demed. 

•4 Cross-Claimant Bear, Steams A Co.. Inc.'s claim for compleu mdemnity from Cross-
Respondent Preston is denied. 

; Pu'^-juni to PC\ Rule 12 29(h). iTN)nei2r>-jwiinla ^lall tw pud within thiny (30) days of receipt unless a monon to vacate h u 
been rned »iihacourtDfcampetemjunsdiction. ir award iinw pird within thiRy (30) divs, or irthe award is tbe subject of a 
fiiuior. lu ^xaic Mrhich if denied. inicrcGi shall ac:nw at the le|al n a froni the date ofthe award. 

• Foium fees aie assessed u the n te of SI.JOO 00 per heanng session The pre-hcanng conrerence held on September 13, !999 
Ik iuseucd ai a nie of S300 00. and the Septembn- 28.1999 pn-hc»tng conference is assessed it a rate of SI ̂ 00.00 bccuise itic 
fui! Panel panic.paicd 



PACIFIC ExcHA.NGt; 
. • . . . k ft •• I ' r I . . s -

Qlsen V. Bear Strams & Co.. Inc. et al. 
PCXCasB»?99-S012 
Pace 5 

Date: February _ ^ . 2OO0 
Harve Citnn. Esq. - Chauman 

Daie. Fehrt:ar> .2000 
.Arthur Bemsiein. hsq. • Public .Aihitnitor 

Date: Fc^:uar> , 2\t(}0 
Jane GiT.drmann - lndustr\' .ArbiiraTor 
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Oi'x. February . Zu'iO 
Harve C:i:-.r.. Hsq. - Chairman 

»ate. Fcbnian- 2000 

D.v,e. l-cbruar>- L- ^OO'j 

.Anhur Betnsfcin. Esq. - P:jbiic Arbitrator 

1 ^ inV<junricmjanri • Indusr-\- .Arbitrjior 
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r.̂ Etc- February' . 2000 
Harv-e Citrm. Esq. - Chairman 

Date Fc-iaian.- _i:^.2000 Q/̂ J^L^ ̂ H^t^^^.^ 

Aithur Bernstein hsq - PjbliC .Arbitraior 

U.i:e: FcbrJiiry , 300n 
Jane CjundcrnHiim - Industrv .\rbi[ra:ur 


