N.A.S.D. AWARD

MATINAL ASSOCIATION OF SECURTTIES DEALERS

In the Matter of the Arbdtration Between
Name of Claimant

Marcaret Gerovac, Perscoal Representative
of tha Egtate of Sara Mae Young and as the
Representative for George W. Young, Thooes
F. Young, Jr. and Stephen L. Youmng
91-00695

ST Name of Respordents A

Merrill Lynch, Plerce Femner & Smith, Inc.
and
Alan P. Scherer

Claigemt was represented by David C. Anscn, Esq. of DeConcini, McDonald,
Brammer, Yetwin & Lacy, Tucson, Arizoma.

Respondents were represented by Dexmis M. Pape, Esq, of Merrill Lynch,
Pierce, Famer & Sxith, Inc., New York, New York.

CASE INPOBMATTON
P ]

Tha Statement of Claim was filed with the NASD cn March 4, 1991.

Claimant‘s Sulbmiseion Agreement was agigned oo April 4, 1991 Ly Margaret
Gexuvac, Perscnal Representative of the Estate of Sara Mae Young and as the
Representative for George W. Young, Thomas F. Young, Jr. and Stephen L.
Young.

The Joint Statement of Angwer was filed with the NASD by Respondents,
Merrill Lynch, Plerce, Femer & Smith, Inc. anxi Alan P. Scharer on July 26,
1991,

Raspondent, Merrill Lynch, Plerce, Femmer & Smith's Sulmission Agreement
signed on July 23, 1991 by Damnis M. Pape, Vice-President of the
co:pmtacmmelerwp

, Alan P. Scherer's Submissicn Adreement was sigoned on July
30, 1991.




——

The hearing was hald cn March 26, 1992 for two sessicos and March 27,
1992 for two sessions.

The hearing location was Scottadale, Arizona.

CASE SOMMARY

(laimant, Margaret Gerovac ("Gercvac®), alleged that Respondents,

e .. T~ Merrill Lynch, Plerce, Famer & Smith, Inc. ("Merrill Iynch") and Alan P

Scharer ("Scherer®) solicited total trades (purchases and sales) in the
accoumts of Sara Mae Yomg of in excess of $2,000,000 during calendar year
1987 and 1988. Gercvac alleged that as a result of this txading activity,
the two accoumts paid capital gaing taxes of appraximately $80,000 and the
value of the two accounts declined apprcocimately $326,000. In additiom,
Gexrovac alleged that the heirs lost the tax benefit of acquiring a stepped-up
basis in the securities scld. Gerovac alleged that this trading was not in
the bast interests of the acoounts and that the trading activity was
unsuitable for the accounts of Sara Mae Yaung. Gerovac alleged that Merrill
Lynch and Scherer allegedly "chiomed® the accounts of Sara Mae Yomg by
saliciting trades which were umecessary and were done for benafit of
Merrill Lynch and Scherer.

Marrill ILynch and Scherer denied the allegatioms of the claim. Merxrill
Iynch and Scherer denied that the accounts were churmed and asserted that all
transactions for her accounts were highly conservative and suitable for her
based upon her stated cbjectives anxi naeds. In addition, the valus of the
o accounts allegedly increased in value, Merxrill Lymch and Scherer also
asserted that the pansl had no authority to assard punitive dzmges and even
if it did, they wexre not wexranted by the facts in this case.

B s
Gerovac requested an award of damages in the amamt of approcimataly
$360,000 in trading losses, approximately $80,000.00 in taxes, loss of tax

benefits not yet computed, retixm of all comissions earned via cluning,
attorney's fees, costs and punitive damages, if warranted.

Respondents Merrill Lynch and Scherer requested dismissal of the claim
and assessment of costs against Gerovac.




OIEER ISSUES CUESTTERRD & IECIDED
. —_________________— " — —_____]

The parties bave agreed that tha Amrd in this matter may ba exacuted in
counterpart coples or that a handwritten, signed Mward may be entered. In
either cagse, tha parties have agreed to receive confcomed copies of the Mmard
while the originals ramain on file with thas NASD.

Pricr to the hsaring, Claiment requested that an amendment to the

After comsidering the pleadings, the testimomy, the evidence presented
at the bearing and post hearing sulmissions of the parties, the undersigned
arbitzators have daecided in full and final resolutico of the issues submitted
for detenmination as followm:

1. Marrill Lynch and Scherer are jointly and severally liable for and
ghall pay to Gerovac, the sum of Si::y one thougsand dollars and no cemts,
($61,000.00) 3 )

2. Gaxuvac's petition for punitive damages is specifically denled; and,

3. The parties shall each bear their respective costs, expenses and
attormey's fees incurred in this matter.

filing fes and hearing sessicn deposit made with the NASD.




. Additicoal Forum Fees assessed are payable to the Naticnal Associaticn
of Sacurities Dealers, Inc.

Conourring Arbitrators' Signatures

D4/24/92
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