NASD REGULATION AWARD

NATIONAL ASSOCIATION OF SECURITIES DEALERS

In the Matter of the Arbitration Between

Name of Claimant

Joseph F. Hunt

96-03053
Name of Respondent
Merrill Lynch Government Securities, Inc
ENTATIO

For claimant Joseph Hunt ("claimant”) appeared Richard C. Raymond, Esq., of the law offices

McMillan, Coastabile, Maker, Murphy & Raymond, LLP located in Larchmont, New York. - = ..

For respondent Merrill Lynch Govemment Securities, Inc. ("respondent”) appeared Kevin B.- "~ L

- Walker, Esq., of the law offices Bressler, Amery & Ross located in New York, New York.

CASE INFORMATION

Statement of Claim was filed on: July 15, 1996.
Claimant’s Submission Agreement was signed on: July 6, 1996.

Statement of Answer was filed by Respondent on: October 9, 1996,
Respondent’s Submission Agreement was signed on: October 9, 1996.

HEARING INFORMATION
Hearing Date/Sessions: February 13, 1997 - 2 sessions

The hearings were conducted at the offices of the NASD Regulation, Inc., located in New York,
New York.

CASE SUMMARY

Claimant alleged that, from April, 1983 through February 11, 1994, he was employed by
respondent as a government securities salesman. Claimant also alleged that on January 24,
1990, pursuant to an incentive compensation plan, he was awarded an option to purchase 2,000

>




shares of Merrill Lynch stock. Claimant contended that in November, 1993, Merrill Lynch's
stock split two-for-one and he became the owner of options for 4,000 shares which were
exercisable at $11.4375 per share. Claimant maintained that pursuant to the terms of the
incentive compensation plan, the options vested 25% per year on each anniversary of the date
of grant, In addition, claimant contended that the incentive compensation plan contained a
boilerplate provision whereby the options granted to him expired if he terminated his
employment prior to having exercised the options. Claimant further maintained that he was
never advised of this provision when he was awarded the options or when his supervisor
explained the options’ features.

Claimant further alleged that, when he resigned on February 11, 1994, no one at Merrill Lynch
informed him that he would forfeit his options if he did not exercise them before resigning.
Claimant contended that two business days following his resignation he attempted to exercise his
options and that, despite repeated requests, respondent refused to permit him to exercise his
fully-vested options.

Respondent alleged that, in February, 1990, when claimant was awarded restricted stock and
options he received a copy of the Certificate of Grant of Non-qualified Stock Option, the
Prospectus and the full Plan Document. Respondent maintained that each of these documents
summarized the incentive compensation plan and contained provisions which made clear that,
upon termination, for reasons other than death, disability or retirement, all unexerclsed options "

- would expire: In addition, responident contended.that, in each year following the dxstnbuuon
of the above documents, claimant acknowledged receipt of an Equity Incentive Porifolio bookler.
which also outlined the incentive compensation plan and the termination provision. Respondem T
further maintained that, upon claimant’s resignation from his position on February 11, 1994 st

unexercised stock options expired.
In addition, respondent contended that the statement of claim failed to state a claim upon which
relief could be granted, that claimant’s claim for equitable restitution held no merit and should

be dismissed, and that claimant was well aware of the termination/resignation provisions of the
incentive compensation plan and cannot feign ignorance.

RELIEF REQUESTED
Claimant requested the following relief:

1. an order directing respondent to permit claimant to exercise options as to 4,000
shares of Merrill Lynch stock at an exercise price of $11.4375 per share;

2. in the alternative, damages in an amount to be determined at the heaning but not
less than $209,750.00;

3. attorneys” fees and costs of the arbitration; and

4. such other and further relief as the arbitrators deem just and proper.




Respondent requested that the panel deny claimant’s claims in their entirety. Respondent further
requested an award of forum fees.

OTHER ISSUES C D & DECIDE

The parties have agreed that the award in this matter may be executed in counterpart copies or
that a handwritten, signed award may be entered. In either case, the parties have agread to
receive conformed copies of the award while the originals remain on file with the NASD.

AWARD
After considering the pleadings, the testimony and the evidence presented at the hearing, the
undersigned arbitrators have decided in full and final resolution of the issues submitted for deter-
mination as follows:
L. All claims against respondent be and hereby are dismissed in their entirety.
2. Each party shall bear its own attorneys fees and costs.
3. All other claims are hereby denied.

FORUM F

AT

_ arbitrators have determined that N’ASD Regulation shal] retain the $500.00 non-refund_able i lmg o

- fee previously deposnted by claimant and have assessed the following forum fees:

2 hearing sessions x $750.00 = $1,500.00

1. Claimant be and hereby is liable for the sum of $750.00, representing one-half
of the total amount of forum fees assessed. Claimant previously deposited
$750.00 with NASD Regulation and, therefore, claimant owes nothing to NASD
Regulation.

2. Respondent be and hercby is liable and shall pay to NASD Regulation the sum
of $750.00, representing ane-half of the total amount of forum fees assessed.

Fees are payable to the NASD Regulation, Inc.




- - Industry Arbitrator

Arbitrators’ Signature

a2
Vicki Z. Holleman, Esq.
Chairperson--Industry Arbitrator

Judith C. Zerden, Esq.
Industry Arbitrator

. L LA D

Date of Decision: March 18, 1997

I, Vicki Holleman, Esq., do hereby affirm, pursuant to Article 7507 of the Civil Practice Law
and Rules, that 1 am the individual described herein,a nd who executed this instrument which
is my award.
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Vicki Holleman, Esq.




Arbitrators’ Signatures

Vicki Z. Holleman, Esq.
Chairperson--Industry Arbitrator

th C. Zerden, Bsq.
dustry Arbitrator

.-Jcrome H. Levy - o PRI : Lerpes b R oy
Industry Arbitrator SR Creere

Date of Decision: March 18, 1997

I, Judith C. Zerden, Esg., do hereby affirm, pursuant to Article 7507 of the Civil Practice Law
and Rules, that I am the person described herein, and who executed this instrument which is my
award.
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Arbitrators’ Signatures

Vicki Z. Holleman, Esq.
Chairperson--Industry Arbitrator

Judith C. Zerden, Esq.
Industry Arbitrator

erome H. Levy i - ' ‘ SRR
Industry Arbitrajer S N OT VPRV
Date of Decision: March 18, 1997

I, Jerome H. Levy, do hereby affirm, pursuant to Article 7507 of the Civil Practice Law and
Rules, that I am the person described herein, and who executed this instrument which is my

award.
o
| //Ja{)me H. Levy / %




