
PACincExCH.VNGE 

i».\rinc hxcHANor. i v 
jOI Pine Siris: 

"Sav Francisco, ranfcnn:! ^-ll'j-

^'liff.trc'A.iuenc:. indiMdual!> ami Jerumixeiy ; 
'in hehalfoi West Coast C.ipiial.! .P i 

I 

CLAIMANT 

DECISION I \ IHE MATTER 
OF ARBITR-iTION BETNXF.EN 
n IFFORD •A^OENER. I \ D 1 V I D I : A I . L V 

AND D L R ; \ AllVr.i Y O N BEH.A.Lr (JF WHS"! 
I K J A S T C A P ' I A L . L P . -VNU 1EF^R£"Y I 
%M..-50N 

.*£:Yri:\ •; Wilson. 

R!:S?ONDL-M PCX CASE ":*»9-S034 

Ihe undersigned .•\rbitniior%. nav-.nii read and Jon^iJcre:: liic i!'Iaim >iiDmined r> Claimant on .A-juu-̂ t l*. 
'."JO?. ond :he .Aniiuer of Rest'ondenLi. havmg conMdere:! ali :est:mon;. given on De=L-mber 10.1\ and ZI. 
'.^W. at San Francisco. Cahfor.ia. ;a';iinj nirie \^) heannii ^essiun^. and. hdvmg considered all papers 
ijhmintfd in :his maner. hercnv rcrJer the following Dcwijic-n pursuar.: '.o Rule IZ.19(aiof the Ru.cse!':he 
Pacific F..x.change 

REPRESENTATION OF PARTIFS 

OfCIaimant: Robert C Fnese. E^q . Carl D Croohon. Esq 
Shartsi^. Friese A Gin.\hurg LLP - St̂ n frandsco 

Of Respiindenis- Ira Lee Sorkin. Esq : Donald E. Corbett. Esq. 
Squadron Ellencff. Plesant A ShemfeU - .K'ê  York 

SUMMARY QF CASE 

Claimant, Clifford Wagener is the Limited Partner of West Coast Capital, L.P.; a San 
Francisco based options trading firm and member ofthe Pacific Stock Exchange. He seeks to 
remedy alleged gross mismanagement of. and withdrawal of capital from. West Coast Capital, 
L.P. by its General Parmer, Respondem Jeffrey T. Wilson. Respondent Wilson denies all claims 
made by Claimant and makes a counterclaim alleging unauthorised withdrawals by Claimant 
Wagener. 

The purpose of the Parmership. which was fonned in November 199S and began 
operations in March 1996, was to utilize the securities, optioits and commodities markets lo 
make profits from trading. Profits generated by such trading activities were to be allocated by a 
formula in dispute. The percent^^e allocation of losses is also in dispute. 
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VVagcncr \ . Wilson 
PCXCa-so- y'̂ -SO?-! 

This diyruic. which .s btTween Exchango members or persons iiS';r»c;a:ed \*i:h an 
i:\.:hjr.i;f nicmtwris arbiirabif ;mtlcr Rule 12.1 u t ofthe H.xchangr Rules In 2ddii:o.n. .Anmij 
10 \(\ sniiiled .-Vrhicraiion. ofthe Agreemem of Limited Par:nership nf Wt-;>t Coast Capital. L P 
prti\ idea for ail disputes or q^cstiuRS rciating to :he Partnership, or accounts o: rninsacCion.t. or 
-issoiutii'ii. \M.-.Ji:iE up :*r con.strjciion. mear.ir.j: or elTcct nf the .Aiirccmen:. yr rizhis JT 
I;abiii'..e5 t»:':hi' Partners, to be rL-rcrrrJ :i? liie t-.\c.̂ anye in accordance with :is rjf-js 

Wagener alienees gross niismaRuge[i?ent o( the Partnership b> Wilson and .-iccks an 
accjur.ting and dissolution ofthe PartPfirship V\'aeener ciaims Wilson ^buî cd his 3uihori'.> as 
Gene.'al Partner, breached h.is fiduciary duties to Wagener and the Pannership by unauthcri/trj 
wiihiirawais of funds thereby causing N '̂esi Coast Capital to incur severe trading ]o.-ise:i and 
ihreaiening the Partnership's viability SA an ongoing concern. By Wilson's refiisdl to provide 
mone> :o ±ie partnership at a c.-icical t:me. Wagener alleges traders were denied ;hcr ability' tc 
trade thereby forcing the Panncrship to liquidate positions resulting in losses of approximate];. 
S? 7 million. .Aclmg on his own hehali" and dcnvaiivcly on behalf of West Coast Cipital. 
Wa^encr claims breach of fiduciary duty, breach of contract, breach of covenant of good faiih 
and fair dealing, imposition of a constructive inist. xmoval of Wilson as General Partner and 
dissolution ofthe Partnership. 

Respondent's Perspective: 

Wilson denies Wagcner's aJlegations asserting both a course of dealings between die 
parties and limited partnership statutes that govemthe respective rights and responsibilities of 
the parties. Wilson claims he ba.s the authorit}' as General Partner to distribute profits to himself. 
He claims W'agcner's trading losses in the Fall of 1998 caused a sudden drop in West Coast 

Capitars equity, not the General Parmer*s withdrawals. Wilson counterclaims that Wagener 
made a series of unauthorized withdrawals totaling Sl,260,0O0 in 1999 from Wegener's trading 
account without Wilson's consent. W'ilson claims breach of contract, breach of implied covenant 
of good faith and fair dealing, unjust enrichment and an order severing Wagner*s relationship 
with West Coast Capital denying him any rights to participate in fiiture profits ofthe Partnership. 

ISSUES FOR RESnUfTlQN 

CLAIMANT: Wagener seeks the following findings. 

1. That any deficit in West Coast Capital **Group" Account is die sole responsibility of the 
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-Aajengr-, Wilstin 

Ocr.?:ai Pnrtner. j'jffrcy Wilion. 

I hai nominee '.railers sl"niuj»: ne pemir»ed I'n or sctorc Januar> 31. ZO'Xi to iiquidjte or 
•rdnyier tht'ir accounts to a new broker-dcsler wiihi^jt making ari\ further payments to 'A m 
CjiiiT Capital, and 

'} I hat W lison \s rtsponsiblf for ui.in2 all nei.'-..'S?3r- iteps to ci5vcr any dcf;*::! ;n :he Group 
.Account ?r '_ha: West Cuast Capitai's <;ic:ir-.ng linn will pemi:! Mî minee L'-adcrs :o l:qu:ca".L" 
itT :.-afw:"er ihcsr accounts 

RFSr '0 \DE\ I Wilson seeks tne follo\v;n£ t-mlinas-

! That Wagener is entitled to only a '.% mterest ir \\est Coast Capitiil's XPC ca.sh accoum. 

2 Tha: withdrawals of profits from trading accoun'.s. including Wagener's personal F-^S 
trading account were subject to allocauons on a sliding scale of profits ranging from 50% to 
15̂ 0 goinif W the General Partner: 

:. That Waoencr was entitled to a maximum 15% interest in Wilson's allocation of prof:i±; with 
the exception ofthe T48 account; 

4 That Wagener's withdrawal of profits from T48 trading account and his 35% interest in 
Wilson's allocation of profits w-ere subject to offset by trading losses suffered in all West 
Coast capital trading accounts. 

5. That Wilson was not obligated to contribute capital to West Coast Capital in addition to his 
initial S99,000 capital contribution: and 

6. That Wagener is not entitled to damages based on trading losses suffered in trading account 
J87. T48 or other trading accoimt in AugusL September and October 1998. 

ftFT.IFFRFOIFFSTFn 

BV CLAIMANT: 

1. That compensatory damages be awarded to West Coast Capital as follows: 
a. Damages resulting from the forced closing of positions in Banker's Trust for S 1.309,838; 
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Wagener V Wiigon 
PCX Case r̂- 'XJ-SO.̂ J 
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!? Daniuî es resuit!tig ;rom the forced closing o:'positions,in Bowaier in ^he an-nuni o! 
S196.S8i. 

c D îmuge.'i rL'sijl:jr.i: .*"ro:n :hf IbrccJ .rlusin^ ^̂r pos:iii»ns ;n Gannftt i.*i ihc J!.'nl'̂ :.̂ l a 
S:-S.::5.:in;i 

.! Diuuaaes resulting :rom :hc forced closing of position? in Morijan S;ar.le\ Dej:: W=::L-' n 
the ar-.oarii of S538.**7f 

2 An Accounting of ail reba'.cs or overrides paid to Jeffrey Wilson dnd an ordsr 'J-.a: \hi\ he 
rcTUmed t"? Wevi Coa.sl Capital; 

3. .An 3CL-oui:ung of t.»*ie Partnership smcc inception. 

4 Oissoluiion nf the Partnership; 

f. That compen.<atory' damages be awarded to Clifford Wagener as follows' 

a. 50°^ share of Partnership profits, calculated on an annual basis for 1996. 199". ; 99S arJ 
1999: \^ith such Partnership profits calculated on a sliding scale of allocated profits 
.-anging from 50% to 1U% going tu the General Panner. 

b. Damages resulting from the fcrced closing of Wagener's position in British 
Petrcleum(S398.r8S), Linear Technology (£413,813). Tellabs (S634.934); and 

c. A one diird share ofthe lease receipts and proceeds from the sale of PCX Seat 129 as 
determined by an accounting. 

6. That punitive damages be awarded against Wilson in an amount equal to the compensatory 
damages sought. 

BY RF,SPn\nF\T-

1. That Wilson is emitled to an award of £1,536,000 as a result of Wagener's unauthorized 
withdrawals of 51.260,000 from his T48 trading account in 1999 and $276,000 withdrawn from the 
Parmership's XPC cash account. 
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•\rter the cour-c of c.xieni.]\c nearw.jii and considerable dchberaiior: '.he arhiirainrs ha\e 
rr.uii* '.he following dctem'.:natiun:> based on ihc e^'.der.ce and ttfv:!mor.> prssciitcJ. 

Li> IiiLj:jLA.L\i-

I ': i'.e piin:e<> havs dcmonsiraiid an inability to continue ths i."aiiir.i! p.:r.ncr3hip as intenieJ b\ 
'Jie .Aarecmirnt of Limited Partnership of Wcit Coast Capit:ii. L P inaJs on November '. ^. 
l'jtj5 between Jeffrey T Wilson. General Panr.e:. and Clili'ord \\accncr. Limited Ponncr 
i.'l hi statement of Claim seek.s diss^lution oi Partnership ;p 2i and Respondenis Aniwe: 
f p. 11) seek*, to remove Wagener as Limited Pa.-.ner • 

Since the :\^o parties to the .Vbitraiion. Jeffrey Wilson. General Partner one Clifford 
Wagener. Limited Partner, are the 3nl> partners to the Partnership .Agreement ofthe Limited 
Parmership of W'est Coast Capital. L.P and '.he oniy sigruitories to u. the Partnership shall be 
^issoKcd and a fiill accounting shall be made. .\n independent CP.A I'.rm chosen h> 
Claimant shall make an accounting. 

Z. a. Tne .Arbitrators tind the following sliding scale shall be used to calculate the percentages 
lo be retained by traders and those allocated u-> General Partner* 

Profits Withdrawn Allocation 

SO - 5500,000 50% Trader, 50"/o General Partner 

S500,000-S1.000.000 60*/ii Trader. 40% General Partner 
Sl.OOO.OOO-Sl.500.000 70% Trader, 30^iiOene:al Parmer 
S1.500.0O0-S2,0O0.0O0 80% Trader. 20% General Partner 
J2,0OO,00(K 90% Trader, 10% General Partner 

b. As to realized cash profits, a nominee trader with a profitable account shall be entitled to 
withdraw the Trader^s percentage firom his trading accoimL The remaining percentage 
allocated to the General Partner shall be placed in the Partnership cash account; and 

c. Wagner and Wilson shall split 50/50 the percentage trading profits allocated to the 
General Partner calculated on an annual basis for the years 1996, 1997, 1998. and 1999. 

3. The arbitrators found Wilson to have acted negligcmly and in bad faith with regard to 

file://�/rter
file:////accncr
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:'uiiJ:ng the account for irnding purposes. par:iciilarly in Iufht of WiNor. s unlimMed 
guarantee to l-'OC and re!usal to provide funds to ihc account upon a caDiial call Theretiire. 
Wilson shall be full> resp^-nsiblf tor '.he aeficii in ;he West COHSI C>ipUai ""Orcup" .AceoLin:. 
es'iinated to he 3rpro\:ma:ei> bet\\ecn Si.300.000 and Sl.-*n(j.'100. as follows 

?.. \\''\sor. shall make •:\f.-..-dicp.'. pi>rne:ii v.»f tht iellc;t ;n 'Lhe Group Xccutim io :h3t 'A'.--; 
Coast Capita! nominee ".rader^ will be pemiKied 'o liquidate, .̂ r :ra;:s:er ;he:r occoi:n'.-. '.o 
J p.c\\i broker-dealer -Arihin 30 d*\& upon Juie of rhe award: and 

b 'Aiison :siiaii not in J.I^ ^a j impede nor present nominee '.raders fron: iiquidat.r.e or 
Transferrnc '.heir accounts. 

- The Arbitrators Uo not a^^ard compeyisaior> damages to Wcs: Coast Capua: rc-iuitins from 
the forced closing of positions in Bankers Trust. Bowatcr. Ga.'Uieti or Morgan Stimle> Dear. 
S^":̂ cr. 

5. The .'Vrbiirators do not require rebates and overrides received by Wilson from the Clearing 
firms to he relumed to West C?oast Capital 

6 1 he .Arbitrators do not award compensatory damages to Clifford Wagener for damages 
resulting in forced closing of Wagener's position in Bntish Petroleum. Linear Technolog> 
and Tellabs. 

'̂ . The .Arbitrators do not award a one third share ofthe lease receipts and proceeds Irom the 
sale of PCX Seat 129 to the Partnership. 

S. The Arbitrators do not to award punitive damages. 

9. Respondent shall reimburse Claimant's filing fee and hearing session deposit in the total 
amount of S1300. 

10. Respondent Jeffrey T. Wilson is assessed forum fees for 9 hearing sessions and for I pre­
hearing conference held on November 19, 1999. Accordingly. Jeffrey T. Wilson shall remit 

to die Pacific E.^change the total amount of 59300-' 

11. The parties shall bear their own other costs of arbitraiion. including any aitd all member 

I Konini fees mx usessed u UK rate ofSLOOO per hesniiB sessioR A pre-hearing conference Tee m ihe amount orS300 is 
auessed for the pre-heinng conCeimce heid on .N'ovanber 19. [999. 
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• he .'\rhii:a;(iri do ::oi t"ind W aeeiier'"" T --S '.rar.ir:^ jccuun: :c ̂ c s^njei'. ;r ';;'!^e' '?\ •.raoi.nji 
lo^'^es .̂ t »>ther -Mtiers 

1 i he .Arbitrators do r.ol find that Wagener -. AUhdrawal- of SI .^bO.^CO rrr.m hi"- 1 --13 iraJ-r.ii 
ji'Couni tirorn Febraar> ihruuch October i*̂ *?** \^ere subjec: to :he (ier.era. Panne: i v;i>r.sen: 
Tlierefurc. '.he Arbitrator-: Jo not tin J these '.Mthdra^^ais to ^ imauihnri.^e-

_v The .•\rbitratoni find that a ne'. withdrawai of S2"'6.00l} by Wagener iron: ".he Pannerinip cash 
account (which represents the net balance of Si.OOO.OOO witlidra^^-n and repa>mcnt.s of 
SSOy.OOO and S224.00ij) must be repaid to the Partnership 

Date 

Date 

.-'M^-
j/i/jn 

Robert Fisher 

Date // ' /A?ryi _A }/ i'^^T^A^^i^ 
Kenneth Domingues ^y 
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