N.A.S.D. AWARD
NATIQNAL ASSOCTATION OF SECURITIES DEARLERS

In the Matter of thas Arbitration Between

Name of Claimants
Y
Iola Fama
Jean Lea
NASD Arbitration

No. 91-01363
Name of Resocndents

erce, Femmer & Smith, Inc.
William B. Linas
Tedford L. Woodard

REPRESENTATTION

For Claimant: Licnel Z. Glancy, Esq.
For Respandent: V. James Marm, Eaq. - Merrill Lynch, Plerce, Femmer & Smith
IRPORMKTTON

Statement of Claim filed: April 30, 1991

Claimants' Submissien Agreement signed om: July 25, 1991

Joint Statement of Answer £iled by Respondents, on August 1, 1991

Respondent, Merrill Lynch's Submission Agreement signed cn: July 18, 1991

Respondent, Willlam B. Linasg' Submission Agreement signed can: July 9, 1991

Respandent, Tedford L. Woodard's Sulmission Agreement signed cm: July 12, 1991
HEARTHG THEFECRMNTTON

Pre-Hearing Conference: June 4, 1991 - Ona Sessicn

Hearing Dates/Sessicns: Junme 24, 1991 - Two Sessicns
Juns 25, 1991 - Two Sessicms

Bearing lLocaticn: Los Angeles, Califormia
CASE SOMMARY

Claimants alleged that thesy employed, and gave a power of attorney to, an
investment adviscr to manage thair acoounts with the Respondent, Merrill, Lynch,
Pierce, Fernar & Smith, Inc. (ML). Said adviser camenced trading the Clajmant's
accounts in an inappropriate mammerx. Specifically, unsuitable opticms trading was
conducted. It is asserted, that none of the losses in the accounts would bhave
ocarrred had ML properly supervised and investigated tha trading strategies of tha

investment advisor.
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Respondent, ML, alleged that they acted in accordance with a power of
attorney given to the investment adviser and alsc alleged that the Claimants
- received and signed Standard Opticn Agreemencs which disclosed to them tha risks
inherent in that investment strategy.

e

Claimants requested campensatory damages of approodmately $500,000.00,
pre-judgment interest , costs, attorneys' fees and pumitive damages of
$2,000,000.00.

Respondent, Mexrrill Lynch, Plerce, Femmer & Smith, Inc. requested
dismissal of the claim in its entirety and costs.

OTHER ISSUES OSITENED & DECTIED

The parties have agreed that the Zward in this matter may be executed in
counterpart copies or that a handwritten, signed Jward may be entered. In either
case, the parties have agreed to receive conformed copies of ths kerd while the
original(s) remain on file with the NASD.

1.

Claimants wvoluntarily dismissed axy and all claims brought against
individual respondents, William B. Linas and Tedford L. Woodard. Sadd
dismissal was with prejudice.

'mspanelpemittadthapartiesmpmpareandsutmitwrittmpost'
hearing briefs.

After comsidering the pleadings, the testimony and ths evidence presented at
the hearing and post hearing sulmissions, the undersigned arbitrator(s) has/have
decided in full and final resoluticn of the issuss submitted for detexmination as

follows:

1.

Respondent, Mexrill Lynch, Pierce, Femmer & Smith, Inc. is solely liable
and shall pay to Claimant, Jean lLee, the sum of Twenty Six Thousand,
Tihree Hundred Sixty Nine Dollars and No Cents ($26,369.00) for losses
sustained in comection with Account No. ML 222-17131 and Twenty Pive
Thousand, Nine Buxired Sixty Dollars and No Cents ($25,960.00) for
losses sustainad in camection with Accomt No. ML 222-17154. Said sum
includes pre-judgnent interest.

Respondent, Mer:-ill Lynch, Pierce, Femmer & Smith, Inc. is solely liable
and shall pay to Claimants, Tony and lola Fama the sum of Thirty Two
Thousand, Seven Hundred Twenty Nine Dollars and No Cents ($32,729.00)
inclusive of pro-judgment intereat. :

The parties shall each bear their respective costs and fees, including
attormeys’ feea.

Claimants' claim for pumitive damages is denied.



) Pursuant to Sectimm 43c of the Code of Arbitraticn Procedure, the following
" Forum Fees are assessed: -

l.

Fees

Conéurxing

Claimmnts are jointly assessed the sum of $1,150.00 representiny cne-

bhalf of the fees assessable for cme pre-hearing conference at $300.00
and four hearing sessions at $1,000.00 each, less tba previocusly
depoadited $1,000.00.

Respcndent, Merrill Lynch, Piexrce, Femer & Smith, Inc. is assessed thes
sum:cf $2,500.00 representing cne-half of the fees assessable.
are psyable to the Natimmal Asgociation of Securities Dealers, Inc,

e ]
Public/Indus

Public Panelist
Industry Panelist
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