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The Undersigned, pursuant to Section 31 of MSRB Rule G-35, hereby 
states as follows: 

CASE SUMMARY 

Clainant alleges, anong other things, that Respondent gave 
Clainant false and nisleading infomation in connection with her 
purchase on 6/4/87 of $15,000 face anount of Decatur, Alabana, 
Health Care Authority Retirenent Center Revenue Bonds, Series 
1985 (Cedar Springs Project), due 12/1/15 ("the Bonds"). Clain­
ant alleges that Respondent's salesnan assured Clainant that even 
though the Bonds were not rated, they were good quality bonds of 
investnent grade, with a 12% coupon, a yield of 11.249% to par 
call, and they were likely to be called on 12/1/90. Clainant 
naintains that Clainant purchased the Bonds as a possible short 
term investment. The developer of the project filed for Chapter 
11 bankruptcy protection on 10/12/88 and Claimant alleges that 
the debtor's disclosure statement filed in connection therewith 
reveals that interest on the Bonds for the first eighteen months 
from the date of issuance was to be paid out of the net proceeds 
from the sale of the Bonds. Claimant maintains that Respondent's 
salesman should have informed Claimant at the time of sale that 
this "guaranteed period of bond interest" had expired. Claimant 
also alleges that, according to the disclosure statement, the 
project suffered substantial losses during its existence and the 
developer was not able to make the required lease payments since 
the execution of the lease agreement on 12/1/85. Claimant 
contends that Respondent, as the underwriter, must have been 
aware of the deteriorated financial condition of the project at 
the time of sale. Claimant maintains that Respondent did not 
share all material information necessary to make an informed 
investment decision. 

Respondent argues, among other things, that Claimant does 
not offer any infomation to substantiate that Respondent was or 
should have been aware of the financial condition of the issuer 
at the time of sale. Respondent argues that Respondent had 
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received reports from the issuer/developer on or around 5 / ^ / Z l 
that the project had achieved an occupancy greater than that 
anticipated by the feasibility study contained in the official 
statement upon which the project was initially offered. Respond­
ent also argues that subsequent reports from the trustee and the 
developer in September and December of 1987 indicated that 
payments under the lease agreement were current and that the debt 
service reserve remained as originally funded. Respondent also 
contends that reports from the project manager in August 1987 and 
thereafter were all positive. In addition. Respondent contends 
that Claimant is a knowledgeable investor who has consistently 
purchased non-rated high yield bonds and unit trusts, and that 
she was aware of the risks associated with speculative invest­
ments. Respondent maintains that it fulfilled its obligations to 
Claimant by providing all current and pertinent infomation that 
was available. 

RELIEF REQUESTED 

Claimant contends that bondholders likely will recover one 
third of their cost in the bankruptcy distribution and therefore 
claimant seeks to recover $10,000. 

Respondent contends that Claimant has not presented a basis 
upon which relief should be granted and therefore Respondent 
requests that the claim be dismissed. 

AWARD 

The undersigned arbitrator reviewed the controversy between 
the parties set forth in submissions to the arbitrator signed by 
Claimant on January 30, 1991 (filed with the MSRB on March 5, 
1991) and by Respondent on April 10, 1991. The undersigned, 
having considered the matter solely upon the pleadings and 
evidence submitted by the parties, pursuant to section 34 of MSRB 
rule G-35, has determined, in full and final resolution of the 
issues submitted for determination, as follows: 

1. Claimant's claim shall be dismissed in its entirety. 

2. Claimant's $200 arbitration deposit shall be retained 
by the MSRB as forum fees. 

Public Arbitrator Dated: August 27, 1991 
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STATE OF ILLINOIS ss.: 
COUNTY OF COOK 

On this 27th day of August ,19 91, 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. 
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received reports from the issuer/developer on or around 5/6/87 
that the project had achieved an occupancy greater than that 
anticipated by the feasibility study contained in the official 
statement upon which the project was initially offered. Respond­
ent also argues that subsequent reports from the trustee and the 
developer in September and December of 1987 indicated that 
payments under the lease agreement were current and that the debt 
service reserve remained as originally funded. Respondent also 
contends that reports from the project manager in August 1987 and 
thereafter were all positive. In addition. Respondent contends 
that Claimant is a knowledgeable investor who has consistently 
purchased non-rated high yield bonds and unit trusts, and that 
she was aware of the risks associated with speculative invest­
ments. Respondent maintains that it fulfilled its obligations to 
Claimant by providing all current and pertinent information that 
was available. 

RELIEF REQUESTED 

Claimant contends that bondholders likely will recover one 
third of their cost in the bankruptcy distribution and therefore 
Claimant seeks to recover $10,000. 

Respondent contends that Claimant has not presented a basis 
upon which relief should be granted and therefore Respondent 
requests that the claim be dismissed. > 

AWARD 

The undersigned arbitrator reviewed the controversy between 
the parties set forth in submissions to the arbitrator signed by 
Claimant on January 30, 1991 (filed with the MSRB on March 5, 
1991) and by Respondent on April 10, 1991. The undersigned, 
having considered the matter solely upon the pleadings and 
evidence submitted by the parties, pursuant to section 34 of MSRB 
rule G-35, has determined, in full and final resolution of the 
issues submitted for determination, as follows: 

1. Claimant's claim shall be dismissed in its entirety. 

2. Claimant's $200 arbitration deposit shall be retained 
by the MSRB as forum fees. 

Robert L. Agustor Dated: August 27, 1991 
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