PacivicExc HANGE

=T.ach & vt

PACIFIC EXCHANGE. INC,
301 Pine Street
Sen Fruncisco. Califormia 94104

Aiar Olsen PCX CASE #: 195012
CLAIMANT DECISION iN THE MATTER
OF ARRITRATION BETWEEN
v ALAN OT.SEN AND BEAR, STEARNS &

CO.. INC., RICHARD LAVOICE AND
PRESTON ILAMMER
AND RELATED CROSS-CLAIM

Bear. Stearns & Uo . Ine., Richard LaVoice,
and Preston Hammer

RESFONDENTS

Bear. Sweams & ("o., Inc. and Richasd LaVowee
CROSS-CLAIMANTS
v

Preston Hatnmzr

CROSS-RESPONDENT
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The undersigned Arbitrators, having read and considered the Claim submutted by Claimant on March 19.
1999, and the Answer and relawed Cross-Claim of Respondents; having considered all westimony given on
October 4, 5, and 6, 1999, and January 10, 11, 12 and 12, 2000 at San Francisco, Caiiforma, at the hearings
conducted; and, having considered all papers submtted m this matter, hereby render the followmng Decision
pursuant to Rule 12.29(a) of the Rules of the Pacific Exchange:

REPRESENTATION OF PARTIES

Of Claumant: Brian Zagon, Esq. and Robert Gonser, Esq.
Resolution Law Group - Lafayerte, CA

Glenn Allen, Esqg.
Hassard Bonnington — San Francisco, CA

Of Respondents Bear, Stearns & Co., Inc. and Richard LaVoice:
Steven Young, Esq. and Philip McLeod, Esq.
Keesal, Young & Logun - San Francisco, CA
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0¥ Respondent Preston Hammer:
R:chard Jaeger. Esg.
Feldman Wuldman & Kihne - San Francisco, ("4

SUMMARY OF CASE

Um May 3, 1996, Chnrmant Alan Olsen "Clarmant™) opened an individual account (“the Account™ with
Respondents Preston Hammer t“Respondent Haommer™) and Beuar. Stearns & Co.. Inc. (“Respondent Bear.
Swarns & Co., ine ™) ! Clasmant previously had accounts with Respondent Hummer while he was emploved
a1 Montgomery Secunues and opened his Bear Stearns Accounts when Respondent Hammer became
emploved there. Duning the first week of June 1998, Claimant depossted 52.570.000.00 nto the Account.

Clannant alieges that Respondent Hammer made numerous, unauthorized trades on margin in the Account,
and thsregarded Claimant’s mswrucions that all transacnons be discussed wrth lum pror 1o being made, and
that the cqwity position m e Account be at least 3% In July 1995, Clannant mstucted Respondent
Hammer to sell his pusitions m Sportine USA. Inc. (“SPLN™), Earthlink Network Inc. (“ELNK™), Interplay
Entersamment Corp. (IPL.Y™), HBO & Co. ("HBOC™) and 11A-LQ Indusmes ("HMK™). A portfolio report
taxcul from Respondent Bear, Steamns & Co.. Inc on July 23, 1998, by Respondent Hamrmer, represenied that
the sharss of all these stocks had been sold. Howeser, when Claimant recerved his August 1998 monthly
siztement from Respondent Bear, Stearns & Co.. Inc, it was meonsistent with the verbal and wrnitten
representations he received Jom Respondent Hammer

Respondent Hammer acknowledged that trading errors had been made, and offered verbally and m wniting
to resmburse Claimant for the losses i the Account. A check for $70,000.00 was given to Claunant by
Respondent Hammer %o cover the 567,297.00 residual debit m the Account, but was rejected for msufficient
funds. Claimant allcges that Respondents’ unauthonzed trading, failure to follow instructions. and lack of
supervision caused him substantial losses. The Account was hquidated in September 1998 to meet
Respondent Bear, Stcarns & Co., Inc.’s margin calls.

Respondent Bear, Steams & Co., Inc. asserts that Claimant was a sophisticated mvestor, 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, Stearns & Co., Inc. also asserts that Claimant signed a Trading
Authonzation granung Respondent Hammer discretion 1o trade from the Account. Respondent Bear, Stearns
& Co., Inc. atleges that Claimant did not instruct Respondent Richard La Voice (“Respondent LaVoice™) o
keep Claimant’s equity at 75%. and that on August 3, 1998, when Respondent Bear, Stearns & Co., Inc. sent
Claimant a letier asking hym to make sure the activity m the Account was consistent with his objectives,
Claimant signed and renemned the lerer on Augnst 21, 1998.

Respondent Bear, Stearns & Co., Inc. alleges that the Account stavements Claimant attached to his Statement
of Claim are so obvicusly false that he could not have reasonably rehied upon them. The Account starements
have no Bear Stearns logo or gther markings on them, there 1s no disclaimer, some had written notations on

1 Preston Hammer and Bear_ Steams & Cao , Inc. somctrmes are collectively referred 1o herem as “Respendents™
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them. and the /uly 24 statemen? has the vear dated as 2998, Respondent Bear, Sicamns & Co., Inc alleges
th:at Claimant had to know that Respondent Hammer had produced them outside of the Bear Steamns system.

Respondent Bear. Stearns & Co. Inc. also asserts that Clasmant had to have knuwn that the Accoun:
satements and promissory notes were irregular

¢ Resnondsnt Hammer detraud Ciaimant Alzr Qlsen?

[id Respondent Hammer enguge m unauthonzed rading !

Did Respondent Hammer fail to follow Clammant’s ;nstructions™

ia) Ihd Respondent Bear Steams & Co. Ine., and

tb) hd Respondent Richard LaVowe fail to supenvise Respondent Hammer”

5 [nd Respondent Bear, Sicamns & Co., Inc. breach the contract with Cla:mant?

[hd Respondent Hammer act completely outside the scape of his crployment with Bear, Steams & Co..

1d

inc.”
" IDhd Respondent Hammer conceal iis acts from Respondents Bear, Stearns & Co., Inc. and Richard
LaVioree!
RELILF REQUESTED
A Bv Clamang:

Claimant Alan Olsen requests compensatory damages m the amount of 53.550,091.00. including
prejudgement interest plus attorney s fees of approximately $241,000.00; expert witness® fees of
$29.283.00; and cost of $26,916.00; wotaling approximately $3,840.00. In addition, Claunant
requests punitive damages at the discretion of the Arbitration Panel.

B. t 2 LN

1. Respondent and Cross-Claimant Bear, Stearns & Co., Inc. requests that damages be imited by
the Arbitration Panel in light of the conduct of the Claimant.

rd

Respondent Richard LaVoice requests dismissal from the case.

3. Respondent Hammer requests damages be lmmited by the Arbitration Panel m light of the conduct
of the Claimant and the madequate supervision by Respondent Richard LaVoice.
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RECISION

e Arbiratien Panel. after 14 heanng sessions of taking evidence, boih ural and documentary. having
evaivated al! evidence and the credibiisty and weight theeof, and having piven due weight and probative
vaiue 10 the evidence. unanimousty and in full. complete and final resolunon of the 1ssucs presented o 1t
enters 1% decivion as follows:

A

» sdta —

[ )

Lindings

Respondeni Preston liammer Jid defraud Claiman: Alan Oisen.

espomdent Preston Hammer engay=d :n snavthonzed vading for Claimant's account.
Respondent Preston Hammer fuled to follow Claimant’s instructions.
va) Respordent Bear Stearns & Co., e f2iled ko eifecuvely supervise M- Hammer by reason of
mnadeguate policiey and proeedures: ard
1% Responden: Rachard LaVowe's supervision ot Preston Hammer was within the poiicies and
nrocedures of Bear Steams
Respondert Bear. Stearns & Co., Inc breached 1s contract with Claiment.
Respondent Preston Hammer acted within the scope of his employment.
Respondent Richard LaVoice acted w:thm the scope of his emplioyment.
Raspondent Preston Hammer concealed hus acts from Respondents Bear, Stearns & (o . Ine. and
Richard LaVoice.

Award

Claumanr Alan Olsen 15 awarded three million nme hundred thousand dollars ($3.900,000.002

raintly and severally agamnst Resporxlents Bear, Steans & Co., Inc. and Preston Hammer. The
award rendered 13 inclusive of attorneve" fees and costs.

Respandents are assessed forum fees and pre-heannyg sessions conference fecs in the amount of
twenty-cight thousand and esght hundred doilars ($22,800).2

(Cla:mant’s claim against Respondent Richard LaVoice 1s demed.

Cross-Claimant Bear, Steamns & Co., Inc.'s claim for complete indemnity from Cross-
Respondent Preston is denied.

= Pursuani to PO Rule (2 291h). monetary awards shall be pasd within thirry (30) days of receipt uniess 2 mokon to vazate has
been fived with a court of competent jurtsdiction. I award 15 not pand within thirty (30) davs, or il the award 15 the subjecr ofa
monor: t » acate whick 15 denred. interest shall aczrue at the legal rame from the date of the award.

? Forum fees are assessed at the rate of $1.500 00 per heanng session  The pre-heanng conference held on Sepiember 13, 1999

1s assessed ar a rate of $300 00, and the Seprember 28, 1999 pre-hearing conference is assessod at a rate of 51,500.00 because the
fui! Panel parnic.pared
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Date: February é , 2000 @/M

Harve Citrm. Esq. - Chayman

Date. Februan 2000

Arthur Bemsten. Esq. - Public Arbirutor

Date: Fesruan , 2u0

Jane Gimdernana - Indusiry Arhizmator
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Dare. February . 2ot

Harve (":zin, Fsg. - Chairman

Date. Februany 2000

Arthur Bemstemn, Esa. - Pubhic Arhirator
P

gl
Date. Fehrmuary

2000 (;‘t,r_,. Q:L.L-trié,quan.x_

;[‘n}ﬁundcnnann « Indosy Arbaprator

-
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Dzte Februzrne L 2000

Hurve Curm, Esq. - Chagman

Gt TR

Aithur Bemstein ksa - Pubhc Arbytranr

Dute Fehruary £ 2 2000

Dave: Febrogy . 200N

Jane Gundermann - Industry Arbatrazor



