PACTFIC EXCHANGE, INC.

in ke Matter =f rLhe
Avbitration Betweern

Marter Xe. D1-LG1i6

C.aimanz, DECZSIZK EE{EE?}'})

MAR 25 2p00
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MZRETLL LVYNCH PIZRCE T . &
SMITH, INI.; AND THOMAS SUSAN

T e e e

Ess5pCondents.

The undersigned Arbicrators, having reacd arnd

nensidersd the claim submitted by claivar: QNG
i»t’aimant”), -he arswer of respondents Merxill Iymch, Eierce,
Fenrner & Smith, Ingc. (“*Mexril) Lyrch"; and Thomas Susan
{*Susan”} {(collectively, "Respondents”}, and having heard all
o0f the evidence giabmitcted by the parties with resard to the
matzers in issue, hereby render their Decision pureaant to
Ruie 12 of Rules of the Board of Governors of the Pacific
Excharge, Inc. A hearing was held in this matter on March 4,

2002. Claimant appeared con her cwn behalf. Respondents were

repcresented by Richard Kelly.

In March 200C, Claimant spcke with Pespendent Susan

at the Valencia, California ofiice of Respcndent Merrill Lynch
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aboutr moving IRA accouncs then held by other f:yms to Merriil

Lynch. Claimant wished o move her invested furds out ol

furds, common stocks, and limired partnsrships into

money market funés. Claimant was anxicus to have her funds

reirvested becausce cof the volacility of the stock market.

Claimani contends tha: she wag tolcé by Respoudent Susan that
har existing investments could be moved o Respondent Merrill
Lynch within “a weex" of liguidat_en instructicns keing sen:

Respondernt Susan count.ends that ke gave Clzimant the
optisn cf hnaving the liguidacion instructicns go zhrouzh
Lynmeh or having Claimant directly .nstruct
L-cuidate har investmentis and send her tp= ~—ash
Respordent Stsan alsc ccntends that he told
Claimant that, where Merrill Lynch initigterm the liguidat:icn

CUYSsuant to authorizatiorn Zrcm the client,

it takes an average
of 7 toc 10 busineas days for the funds to be received by
Merrill Lynch.

Claimant’s existing irvestmen:ts were with two
different On or about

firms, Resources Trust and First Trust.

March i3, 2000, Claimant directed Respondents teo initiate the
liguidation and signed Liquidat:on Authorization letters to
Resources Trust and First Trust. The Rescurces Trust funds

were rot received by Merrill Lynch uncil Apr:I 11, 2000, The
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Firs:t Trust funds were nct received by Merrill Lvnch until May
17, 2009,
Between March 14, Z{00 aad the time that the funds

were recelvad py Merri the mutual fupds
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ar. fire: increased and then Zfeszlired. =ven witn the deciine,
thers were net gains in borh funds between March 14 and the
artual dste vf receipt. However, had the Iunds begen
cransferred within cns week ¢f Marzh a4, Tlaimant would have

reaillized a larger gain beczuse the funde would have been

regaivesd by Merrill Lymedh and placed In money market Iunds
before they subseguencly decliined.
In establishing the rsiaticnship with Claimant,

=

Respondents cprened twe separats IRA asset manzgement zCTOUNTS

:‘.'l'

in Clzimart’s name. Ea ¢f these agset masagenent accounts
was subject to minimum guarteriy management Zees of $I75.
Oizsatisfied with the handling cf her inveatments by
Merriil Lynch, Claimant closed her Merrill Zvnch accounts in
July 2000. 1In addition to the quarterly management Iees that

had previously been charged cn koth accounts, Merxill Lynch

also charged both accounts with a £50 -—ermination fee.

Igsueg Presented
Tkis matter presented the Zollowing issues to ke
resolved by the Arbitraticn Panel:
g Wherher Recpondents acted with due diligence in

arrancing for the liquidation cf Claimant's Resources Trus
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and First Trust

investments;

2. wWhether Respondenis asted reascaably in

creating two LER asser management actcunts to hold Clatmant’s

funds.

Claimant seexs to recpver logt profits of

for z-e T inuidaticn

damages.

noL

accounts, when her

mat kv a

cnarce.

After

Claimant and Respondenczs in this matter,

ict reascunab

ol

wnLch Clazwmant oontands woald nave teen rnhe

- —— -

tthe Resourrm=es Trigl

wesk. (Claimant alsc selks punit-ve
Clatmant noontends thar Merril' Lyanch di

v in creating two ssparate asset

Znancial needs would have been completely
TORey marvket account bearing & 542 annual

inding pecigio

ccnsidering the arguments and svidence of both

the undersigned

Arbitrators make the folliowing findings:

1.

manner in wiich

Respcndencs did not act unreasconably in the

they caused the Rkesources Trust and First

Trust Investments to be ligquidatad and tryansierred =o

Respondent Merrill Lvnch.

Respcndent Susan provideZ Claimant

with an estimarte of the time ir would taxe for Merrill Lvnch
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to receive tha funds, but this was not a representaticon thaz
any specific deadline would be met.

2. Raspendents acted unreagcnhadbly in creating two
separate asset management accounis IZor Cisimant because

Claimant’'s financial needs, as expressed to Respondent Susan,

would have beer Tet with & sincle money market account. As &

]

cngequence, Claimars was needlessly charged minimum quarierly

'y
v

gg, as weil as duplicative Levninmation Zges. Respondernt
should have paid only a 540 anrnual fee ané a sirgle termin-
atinn fee.

3. The undersigned Arbitrietors award Claimant the

£otal ampunt of §7,3735. The rariies shall bear their cown

diaciplinary investigaticon of rule violations or violaticn et

Federal Securities Laws.

Chairman

Barbara Vosen, Arbitratcr

John DeRgsa, Arbizrator
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Z. Faaroudenca acted unréasenab.y 1n creecing two
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_____ nseds, am expregsed o Raspondant Susan,
weuld hove been vz woth 8 mingle mopey varket sccount., As a

cunpequanca, ZI3tent wes seedlessly cherzol ginitum cuzwiesly

fses. aF wWeLL 4N Uup ot ive termitation Jass. Respandent
should Nave RIS onlp 2 54D annual fas xpd s oriiole terminn.

3. Tra Liizraianad Arbitsatcozs awarl ClatTant e
SeTil dxwuns oF S - 3. The parties sha.!l ez~ their owm

zzets of arpirtral_on ond che toval forum faes oI S1.313C shall
Se Eeait aqually notasen the pE¥Tims. Thi Acbitracozs LR o
tasis £or arny Yelar o 12 G0y regu.dioXy orgartiustian for
disciplinacsy anven- igntien af xule vioiatisng 2r violazior of

efesu. SeC.ritier Tawg,

2azbara Vosan, Avbitrat:-

Schn DeRosa, Arbilrazerx
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to receiwve the fundy, Sut thig was rot a rspreseniacion that
azy speraific desdiine would be me:.

£. Resrondents acted unreasonably in ereating twe
geparate iAS59aZ nassgcment agcounts £or Clasrant beeausa
claiment's Finduc:a. npeeds, as expressed to Respondent Susan.
woL_G nheve besn mel waih 3 3ingle MONEY MATAGT asidunt. Ag 2
eomsaduence, Clar-znt was needlecsiy charged misumar guarcerly

feeg. as w2l ay Sup:.icative tsrminaticor

W

Twa undersiqned Arblzrators award Claimant the
tozal Amianit vl §1,37F. The pariies shall bear the:r own

corze ¢f arbizranisn and the voral forum Sess of 51,130 srhall

br suilt agualiy betuean the parties. Toac Avrhizrators fand no
bas.s for any rezerril to ahy regulatory o-ganizaticn for

Federal Safturitice ows,

Robert G. Wilran, Chairmen

Barbara Vesen, Arbitrator

P ngaﬂ"5¢%;?_£%§£22g5&?§} .

n DeRosa, Arbitracor
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