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Upon information and belief, Complainant alleges as fuﬂows:

l. Respondent Merhi entered the securities industry in July 1998 with an NASD member, and became
registered as o general securities fepresentaﬁve in August 1998, He was registered as a genera)
securities representative with Newbridge Securitics Corporation from August 25, 2000, until October
1. 2003, and as a genera! securities principal with Newbridge from February 13, 2001, untd Omber
1, 2003. He was last registered with NASD member Salomon Grey Financial Cofporation, as a
general securities representative and principal, from May 24, 2004 until August 9, 2004. His
employment end date with Salomon Grey was August 3, 2004. Merhi is not currently associated
with an NASD member. NASD retains jurisdiction over Merhi pursuant to Article V, Section 4 of
NASD By]aﬁ& |

FIRST CAUSE OF COMPLAINT
Excessive Trading
NASD Conduct Rules 2110 and 2310

2. JM opened a securities account with Respondent Merhi at Newbridge Securities on about November
10, 2000, afier having received a series of cold-calls from Methi soliciting JM to open an account at
Newbridge and purchase specific stocks he was recommending.

3. When JM, who was 58 vears old, opened the account, he 1old Merhi that bis annual income was
approxitmately $200,000, and that his investmen: objective was “to eamn a profit with a moderate
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amount of risk”. JM’s only prior investment experience was in a mutual fund IRA and with limited
parterships. He had never engaged in short-term trading in stocks and never discussed it with Merhi.

4. In April 2002, after some initia) transactions in the account, JM purchased 5000 shares of Nextel
Corporation stock pursuant to Respondent Merhi’s recommendation. In July 2002, Respondent
Methi convinced JM to sell the Nextel stock and mkc a profit because Merhi had “some great
investment opportunities coming up with great profit potential™.

5. For a period of time thereafter, Respondent Merhi contacted JM prior to effecting transactions in his
account.

6. At the end of July or begimning of August 2002, Respondent Merhi asked JM in a telephone
cmmﬁonifitwasnmmywcunﬁuuewmummmmachmcﬁm. In response, JM
gave Merhi oral discretion 10 effect transactions in his account. However, Merhi did not obtain

_ written authorization from JM for the exercise of discretion, and JM's account was not approved as a
-_ discretionary account by Newbridge. N _ . _

7. Beginning in August 2003, the size and frequency of maactmm in Jow-priced speculative stocks
(such as AESP, Inc., Netsmart Technologics, Sirius Satellite Radio, and CyroCell International) in
JM’s account increased significantly, Respondent Merhi did not reccive JM’s prior approval for any
of the trades that osourred beginning in August 2002, until the account was closed in April 2003.

8. For the time period from July §6, 2002, through March 10, 2003:

» The average equity in JM's account was $31,280.06;

»  Merhi effected 32 purchases for $454,309.01, and 41 sales for $423,123.02;
+» Margin interest charges were $1,344.38;

» The annual tumover rate was 19.36;

+ There were commission charges of $20,731.97, representing about 16% of Merhi's
commissions during the time period;

¢ The cost-to-equity or bresk-cven return ratio was 94.17%; .



» Trading losses were $28,453.68; and

s  Merhi sold#ﬁpomuons,ofwhwh29werehcldlesslhanamonth,8wemmldlﬁsﬂ:an2
months, and 3 were hald less than 3 months.

A schedule of the transactions in JM’s account is attached hereto as Exhibit A,

9. The above-described course of conduct by Respondent Merhi constitutes ‘excessive trading in the
account of customer IM during the period from July 2002, through March 2003, in violation of
NASD Conduct Rules 2110, 2310 and IM-2310-20)(2). |

SECOND CAUSE OF COMPLAINT

Discretion
NASD Conduct Rules 2110 and 2510(b)

10. émmhs 1-9 are realieged and incorporated herein by reference.

11. During the time period fom August 2002, through March 2003, Respondent Merhi exercised
discretion in JM’s account with respect to about 65 transactions {see Exhibit A hereto) without
written authority from JM and without haviug the account approved 8s a discretionary. account: by
Newbridge, in violation of NASD Congduct Rules 2110 and 2510(b).

PRAYER FOR RELIEF

WHEREFORE, Complainant respectfully requests:

A Findings of fact and conclusions of law that Respondent Merhi committed the violations charged

and alleged herein;

B. An order imposing sanctions upon Respondent Merhi in accordance with NASD Rule 8310,

C. An order requiring Respondent Merhi to disgorge fully any and ail ill-gotten gains and/or make

full and complete restitution, together with interest;

D. An order imposing such costs of any proceeding as arc deemed fair and appropriate under the

circumstances in accordance with NASD Rude 8330; and



B, An order impasing any other fitting sanction.
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