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NATIONAL ASSOCIATION OF SECURITIES DEALERS

In the Matter of the Arbitration Between

Name of Clajimant gsg

Alicia Siduary De Shrem
Maroos Shrem

Emilic Shrem

Antonio Shrem Siduay
Cazse No. 91-03320

Name of %tss!

Merrill Lynch Pierce Femner & Smith Inc
Shearsen Ieablpan Button, Inc.

Maria Healy

Estshan Prellezo
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For Claimants, Alicia Siduay De Shrem, Marcos Shrem, Emilio Shrem and Antenio

Shrem Siduay ("tha Shrems"): Steven Reininger, Esg. of Rasco & Reininger,
P.A.

For Respondents, Shearson Lehwman Hutton, Inc. ("Shearscn®) and Maria Healy
{("Healy"): Richard Martens, Esq. of Boose, Casey , Ciklin, et, al.

- For Respoodents, Mexrill lLynch Pierce Feamex & Smith, Inc. ("Merrill"”) and

Esteban Prelleso ("Prellezo®): Todd Zuckexbrod, Esg. of Merrill.

Statement of Claim filed: October 22, 1991 and Amended on Apxil 27, 1892.
Claimants' Submission Agreements signed: Octcber 7, 1991.

Respondents, Shearson and Healy's, Statement of Answer filed: February 28,
1992 and Amendad July 16, 1992. Respexients, Shearscnn and BHealy's,
Sulxmssion Agresments signed: November 3, 1992 by Healy, and on February 13,
1992 by James Goddard on behalf of Shearson.

Respondents, Merrill and Prellezo's, Statement of Answer filed: Jamuary 16,
1992. FRaspondents, Merrill and Prellezo's, Submission Agresments signed:

January 15, 1992 by Prellezo and on Jamuary 14, 1992 by Joim Cumnings oo
behalf of Merrill.




BEARTHG INFORGMTTON
n October 28, 1992, in Fort lauderdale Florida, a Pre-hearing Conference
lasting cne (1} session was conducted via telephane confersnce call with an
arbitrator.

on Novamber 2, 4 and 5, 1992, in Fort Lauderdale, Florida hearings lasting
gix (6) sessicns were comducted.

CASE SOORY
= ]

Claimants alleged that Respandents wera liable for: breach of fiduciary duty;
misrepregsentation and amnissicns of material facts; violation of Chapter 517
Florida Statutes; negligence; and, breach of agreement. Claimants alleged
that Respondents withheld informaticn that certain honds had been dowmgraded
and ware no longer ipvastment grade and, therefore, not suitable for
Claimants and, nevertheless, aolicited Claimants to purchase said bends.

Respondents, Shearacn and Healy, denied all allegations of wrongdoing and

alleged that: Claimants were advised that the bonds bad been downgraded;

Respondents advised Claimants to liquidate their positicns; Claimants

purchased additional shares contrary to Respondents advice; the decline in

v;‘i:: was due to market conditicns; and, Claimants were sophisticated
tors.

Respondents, Shearson and Healy, asserted affirmative defenses including:
failure to state a claim; assumption of risk; lack of reliance; failure to
mitigate damages; lack of intent; waiver; acquiescence; estoppel; failure to
exercise due care; and, the request for punitive damages violates the Florida
anxi Federal constitutions amxd the laws of the atate of New York.

Respondents, Mezrrill and Prellezo, denied all allequtions of wrongdodng and
alleged that: Claimants purchased the bonds in order to average down from
their previous purchase at Shearson; the trade was ungolicited; Claimants
were advised of the risk of default; and, Claiments are scphisticated
investors. :

Regpondents, Marrill and Frellezo, alleged affirmative defenses including:
failure to state a claim; estoppel; acquisscence; and, failure to mitigate
damages.
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Claimants requested regcisgion and dameges againat Shearson and Healy in
excess of $300,000.00 plus interest, attornay's fees, costa, pumitive
danages, as wall as rescission anxi damages against Meerill and Prellezo in
dmamesa of $37,000.00 plus interest, attommey's fees, costs and punitive

Respondents, Mexrrill and Prellezo, requested dismissal of the claim plus
oconts,

Raspondenits, Shearscn and Healy, requested dismigsal of tha claim.




OTHER ISSUES CORSITERED & DECIDED

1. The partiegs have agreed that the Award in this matter may be executed in
countarpart copies or that a handwrittem, signed Award may be emtered. In
either case, the parties have agread to receive conformed copies of the Meard
while the criginals remain an file with the NASD.
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After considering the pleadings, the testimony and the evideunce presented at
the hearing, the arbitrators have decided in full and final resolution of the
ismues submitted for determination as follows:
l. Respondents, Shearson, Healy, Merrill and Prellezo, are found not liable
and, therefore, all claims against them are hereby dismissed.
2, Claimants' requests for attormey's fees, costs and pumitive damages are
denied.
3. Respandents, Merrill and Prellezo's, request for costs is denied.

OTHER QOBTS

k]
1. The parties shall each bear all other costs and expenses incurred by
tham in comnection with this proceeding including attocrney's fees.

FORTM FERS

1. Pursuant to Sectim 43(c) of the Code of Arbitvation Procedure, the
Panel has assessed form fees in tha amoumt of 54,800.00 (cne Pre-hearing
Conference x $300.00 plus six (6) sessions x $750.00 per sessicm).

2. Claimants are hareby assessed 33,300.00 fmvhichthaMsballretain
the $750.00 previcualy deposited in partial satisfaction therecf leaving a
ha.lancedtuboth-ms:lotszsso 00.

3. Respondent, Shesrscn, 1s hereby assessed £1,500.00 payable to the
Raticoal Association of Securities Dealers, Inc.

4. Ihemghnllrataintbnna:mefmdnbleﬁlingfeaotszouoomdby
the Claimants,

Mmmmmmummumo:smuamlm, Inc.




Concurring Arbitrators' Signatures

/8]
Nancy J. Cliff, Esq.

181
Richard P. Greene, Eaq.

/5/
Harold Alenick

Date of Decision:

Public
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Public

November 25,

1992




