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CASE INFOBMATTON

Statement of Claim filed: Octcber 15, 1991.
Claimant's Submission Agreement sicmed cn: October 7, 1991.

Statement of Answer filed by Respcndents Merrill Lynch Plerce Femner & Smith
Inc., Scott Steiner, and Edmmd Moriarty cn:
Jamary 6, 1992,

Respondents Merrill Lynch Pierce Femmer & Smith Inc.,, Scott Steiner, and
Ednmd Moriarty's Sulmission agreements signed on:
Jarmiary 3, 1992

HEARTNG JNFORMATION

Hearing date/Sessiuns: June 1, 1992, 2 Sessiong
June 2, 1992, 2 Sessions

Pre-Hearing Canference: May 8, 1992

Hearing Location: NASD offices located in New York, NY
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CASE SUMMARY

Claimant alleged that Respondent Merrill ILynch Pierce Femner & Smith Inc.,
hreached their contractual and legal duties to Claimant by failing to provide
professional services in accordance with the rules and requlations of the
NASD and NYSE in which they are members, and which rules are incorporated in
Respondent's Account Agreament with Claimant, Claiment further alleged
Respondents committed comen law fraud, and breach of contractual and legal
duties by misrepresenting the type, nature,and suitability of the securities,
adviging Claimant that the securities he purchased SCA Tax Exempt Fund
Limited Partnership Beneficial Assignee Certificates (BACs) were "just like
mmicipal bonds" while according to their own prospectus these BACS were
"speculative securities", unsuitable for Claimant's account with Respondents
knowring Claimant's position and age. Claimant also alleged Respondent Merrill
Lynch Pierce Femmer & Smith Inc., breached their contractual and legal duties
to Claimant by their failure to supervigse their employees and registered
representatives in commection with their sale of umsuitable investments to
Claimant.

Respondents denied Claimant's allegation that they made material
misrepresentations comxerning the BACs, and they maintained Respondent Mr.
Steiner fully discussed the nature of the securities and the risks associated
with them. Respondents further maintained that at no time did Respondent Mr.
Steiner represent to the Claimant that the BACs were "just like mmicipal
bonds", and that Claimant as a long-time purchaser of revenue bonds and a
leng-time investor in real estate was fully aware of the risks involved with
the BACS. Respcndents further denied the BACS were unsuitable for Claimemt's
account, since he had the financial ability to withstand the risk of loss.
Furthemmore, the Respondents asserted they followed all applicable procedures
for superviging Claimant's account.

Respondents claimed that prospectuses were sent to Claimant when he made his
purchases which described the securities and detailed their risks, that
Claimant new or should have known their contents, and that Claiment received
statements, reports, and distributions which he accepted after his purchases
in 1986, and alsc after 1988 when (laimant asserted he first learned that the
BACs could not used for bank collateral

On motiom of Respondents, stipulation between the parties, and oongent
thereon of the Claimant, the claims were diamissed against Respondent Edmmd
Moriarty during the course of the proceeding.
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RELIEF REQUESTED
Clajmant recuested:

a. rescission of and return of Claimant's original investment of
3600, 000.00 plus interest, and cammission;

b. attorneys fee and costs;
c. $1,000,000.00 in punitive damages;
d. such other relief as the panel deams just and proper.

Respondents requested that the claim be di=mmissed with costs and attorney's
fees assessed against Claimant.

After considering the pleadings, the testimony and the evidence presented at
the hearing and after reading the post-hearing briefs submitted by counsel
for the parties, the undersigned arbitrators have decided in full and final
resolution of the issues submitted for determination as follows:

1. All claims by the Claiment against the Respondents Merrill Lynch Pierce
Femmer & Smith, Inc. and Scott Steiner are dismissed in all respects.

2. The Claimant shall reimburse the Respandents the sum of $500.00
representing cne half of the adjourmment fee.

3. Each party shall bear their respective costs including attorneys' fees.
PORTM FEES

Pursuant to Section 43¢ of the Code of Arbitration Procedure, the following
fornmm feeg are assessed:

4 sessions X $1,000.00 = $4,000.00 + 1 pre-hearing conference
($300.00) = £4,300.00 less 81,000.00 hearing session deposit =
£3,300.00 due.

Claimant be and hereby is liable and shall pay to the N.A.S.D the sum of
$1,150.00 to represent forum fees. The Respandents Merrill Lynch Pierce
Fenner & Smith, Inc. and Scott Steiner be and hereby are liable jointly and
severally and shall pay to the N.A.S.D. the sum of $2,150.00 to represent
forum fees.

The N.A.S5.D. shall retain the $250.00 claim filing fee previcusly paid by the
Claimant,
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Edard M. Sills, EBE.
Public Arbitrator

Industry itrator

/‘Z‘if/wa:A_ HKtcon g -
Sy. Lucas
ic Arbitrator

Nate of Decision: October 15, 1992




STATE QOF: New York g.3.:
COUNTY QF: New York

on this AL day of /4é%# s , 1992, before me
personally appeared Edward M. Sills, Esg. known and known to me
to be the individual described in and who executed the foregoing
instrument and be duly acknowledged to me that he executed the
same.

MLA WLE
NOYARY PUBLIC, State of New York ’
No. 4579815 e L -
Qualifed in Nassau County
Commission Expires Doc. 15, 19~ 61 ‘51 500 onpdy esremey
ﬂﬂ.‘
STATE OF: New York mmnmmm S.8.:
COUNTY OF: New York Ty

On this 6‘1_ day of @&W , 1992, before me

personally appeared Anthony Marchese known and known to me to be
the individual described in and who executed the foregoing
instrument and be duly acknowledged to me that he executed the
same.
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STATE OF: New York 8.8.:
COUNTY OF: L T o SO v

" Pl -

On this 7T day of O U7 Ees 1992, before me
personally appeared Sylvia Lucas known and known to to me to he
the individual described in and who executed the foregoing
instrument and be duly acknowledged to me that he executed the
same.
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Tony Yﬂfk I
Matary s
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Qualific "'1': garch 57, 1981 MARCIA L. KESSLER
Commigid Natary Public. State of New Yark
MNo. 4744477

Qualified in vvestrhester Coumy

Expires deauary-d3 1Y
Commission Exp oL T




