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In the Matter of the Arbitration between 

BUFORD T. CASEBOLT, M.D., 

V. 
Claimant, 

PRUDENTIAL-BACHE SECURITIES INC. and 
GREG FULTON, 

Respondents. 

AWARD 

MS 91-3 

The Undersigned, pursuant to section 31 of MSRB rule G-35, hereby 
state as follows: 

CASE SUMMARY 

On June 6, 1988, Clainant purchased fron Respondent Greg 
Fulton ("Respondent Fulton"), of the Denver office of Respondent 
Prudential-Bache Securities Inc. ("Respondent Prudential-Bache"), 
$40,000 face anount of Castle Pines North Metropolitan District 
Douglas County, Colorado, General Obligation Inprovenent Bonds, 
Series 1986B, dated 7/15/86, 9.75%, due 12/1/04 ("the Bonds"). 
On or about Decenber 1, 1990, the Bonds went into default and the 
District filed a petition under Chapter 9 of the Bankruptcy Code. 
Clainant alleges, anong other things, that Respondent Fulton gave 
Clainant the following assurances regarding the Bonds at the tine 
of sale: (1) that there were no financial problens present in the 
District; (2) that an eighteen hole, preniun golf course was 
built and operational and represented an asset worth ten nillion 
dollars; and (3) that the Bonds had "double security" fron ad 
valoren taxes and plant investment fees. Claimant alleges that, 
contrary to Respondent Fulton's assurances, a notice from the 
Board of Directors of the District to bondholders, dated October 
3, 1990, states that "[f]rom approximately June, 1988 to the 
present, the Board of Directors of the District has been involved 
in extensive negotiations with a number of financial participants 
in an effort to restructure the District's indebtedness." 
Claimant also contends that no golf course existed and that plant 
investment fees did not represent security on the Bonds. 
Clainant naintains that the Bonds were nisrepresented. 

Respondents argue, anong other things, that negotiations to 
restructure the District's indebtedness appear to have occurred 
after the sale to Clainant and at a minimum were not known by 
Respondents. Respondents argue that Respondent Fulton made no 
specific reference to a ten million dollar golf course and that 
Clainant nisunderstood the conversation regarding the golf 
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course. Respondents argue that the security for the Bonds and 
the risks associated with the Bonds are explained in detail in 
the prospectus and that Clainant acknowledijes receiving and 
reading the prospectus thoroughly. Respondents argue that 
Respondent Fulton relied on the prospectus and spent a 
significant anount of time discussing the prospectus and the 
Bonds with Claimant. Respondents argue that Respondent Fulton's 
relationship with Claimant extends over fourteen years, that 
Claimant's investment interests have been primarily, if not 
exclusively, in tax-exempt municipal bonds, and that Claimant has 
a portion of his portfolio in numerous other higher yield 
municipal bonds. Respondents argue that Claimant is a 
sophisticated investor who accepted the risks to obtain the high 
coupon. Respondents argue that Claimant is attempting to place 
the blame for the decline of the Denver economy, which has 
adversely affected the Bonds, on the Respondents, and that this 
is unfair and unjust. 

RELIEF REQUESTED 

Clainant seeks to recover, in exchange for the Bonds, his 
purchase price of $39,800, plus unpaid interest at the coupon 
rate of 9.75% fron the date of the last interest paynent, June 1, 
1990, to the Novenber 6, 1991 hearing date, for a total of 
$45,390.00. Clainant also seeks to recover interest on said 
anount at 9.75% fron the hearing date to the date of paynent of 
the award, plus out of pocket expenses of $1,447.55, for a total 
claim of at least $46,837.55. 

Respondents request that the clains of the Clainant 
be disnissed in their entirety. Respondents also assert a 
counterclain against Clainant for the costs associated with 
defending this action. 

AWARD 

On Novenber 6, 1991, in Grand Forks, North Dakota, for 
approximately five hours, the undersigned arbitrators heard the 
controversy between the parties set forth in subnissions to the 
arbitrators signed by Clainant on January 14, 1991 (filed with 
the MSRB on January 17, 1991); by Respondent Fulton on March 8, 
1991; and, by Respondent Prudential-Bache on March 11, 1991. The 
arbitration panel, having considered the pleadings, the testinony 
and the evidence presented at the hearing, has detemined, in 
full and final resolution of the issues subnitted for 
detemination, as follows: 

1. The clains of the Clainant shall be disnissed in their 
entirety. The arbitrators unaninously find no 
liability on the issues of nisrepresentation concerning 
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the golf course and the duality of security. 
Arbitrator Barce dissents from the majority finding of 
no liability on the issue of misrepresentation 
concerning financial problems within the District at 
the time of sale. 

2. Respondents' counterclaim shall be dismissed in its 
entirety, and each of the parties shall bear its own 
costs and expenses. 

3. The costs of the MSRB forum fees shall be borne equally 
by the parties in the following manner: The MSRB shall 
refund to Claimant $200 of Claimant's $400 arbitration 
deposit, and the remaining $200 shall be retained by 
the MSRB as forum fees, pursuant to MSRB rule A-16(2). 
In addition. Respondents shall pay to the MSRB $200 as 
forun fees, pursuant to MSRB rule A-16(2). 

S. Allen Elwood Barce 

Richard M.f Jos< ph Dated: IZ - 2. - ̂  I 
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STATE OF ^ ^ M M ^ 
COUNTY OF ^ ^ J j L ^ 

SS.: 

On this J - t ) ^ day D f ^ M » W ^ c ^ , 19 9̂ / , before me personally 
appeared to me known and known to me to be the 
individual described in and who executed the foregoing instrument 
and he duly acknowledged to me that he executed the same. 

C I J A ^ ,;fAJkj^^ 

STATE OF iLLiriOi^ 

COUNTY OF ^ t W 4 wry 
ss.: 

On this i^^"^ day of focv;*̂ ^̂ -
appeared 
individual described in and who executed the foregoing instrunent 
and he duly acknowledged to ne that he executed the sane. 

, 19 9( , before ne personally 
to ne known and known to ne to be the 

•OFFICIAL SEAL-
MARILYN L . KOLSTEDT 

Notary Publle, SUt« of I l l inois 
My ComBlsslon Expires 3/22/93 

f\ ^ ^ ^ J ^ i ^ - h^^^^Xi^JX-

STATE OF 
COUNTY OF 

SS. 

on this 'M\> day of DE06/H^^ , 19^1 , before me personally 
appeared to ne known and known to ne to be the 
individual described in and who executed the foregoing instrument 
and he duly acknowledged to ne that he executed the sane. 

H ^ M NOTARY PUSLIC-.V;N.N'ES0TA I 

My Comirisjion E«3jrej J;n 17 IPPS-^ 

'"•^' '^-V.A.'AVV/.yv; 
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