
PACIFIC EXCH.ANGt. INC. 
115 Sansome Street, 3"* Floor 

San Francisco, Califomia 94104 

In The Matter OfThe Arbitration Between: 

Diane Merrick, 

CLAIM.ANT 

PCXC.ASE01-S023 

DECISION 

.AG Fdwards, hic, Paul Kramhout, Ronnie ( 

.Monatlik, and Salomon Snitii Bamey j 

RHSPOKDHNTS 

.A(.i Hdwards. Inc.. Paul Kromhout, and Ronnie Monatlik were dismissed by Claimani prior to the 
hearing on the merits. The undersigned Arbitrators, having read and considered die claim submitted 
by Claimant and the answer of Respondent, and having considered all evidence submitted at the 
arbitration hearing held on .August 6-fl. 2002, hereby render the following Decision pursuant to Rule 
12 ofthe Rules of the Board of Governors ofthe Pacific Exchange: 

Of Claimant: 

Of Respondent: 

RHPRESENTATION OF P.ARTTES 

Brian Zagon, Esq. and Robert Gonscr, Esq. 
Resolution Law Croup 

Peter Boutin, Esq. and Kelly Moynihan, Esq. 
Keesal, Young A Logan 

SUMM.ARY OF FACTS 

Claimant alleges that Respondent was negligent and breached its fiduciary duty when it did not 
provide her with any kind of written plan or idea fbr the handling of her account when it 
transferred from AG Edwards to Salomon Smith Bamey. The account, which consisted of a 
majority of Cisco stock options Claimant had earned during her employment tenure at Cisco, had 
been abused by the AG Edwards broker to the point that it had a margin debit of S3.2 million and 
was transferring over wih a S383,000 margin call. 

Respondent claims that it did proffer various ideas, ivrally and in writing, but Clain\ant refused to 
heed any of that advice, opting instead to keep her Cisco stock opdons. 



ISSLTES PRRSHNTED 

Claimant alleged negligence and breach of fiduciarv'duty cau.se uf actions against Respondent. 

Respondent alleged that Claimant refused to follow the advice proffered and, us such, she was 
ultimately responsible for the demise of her account. 

There was no counterclaim. 

RELIEF RFOl.'ESTED 

Claimant requested SI.372,238.00 (damages from Salomon Smith Barney's inaction to sell Cisco 
shares to pay off margin debt from A(; Edwards) plus &1.193,9SS.22 {the cveTcisc and hold of 
Februar>' 15.1001) plus pre-judgment interest and attomeys fees. 

Respondent requested dismis.sal ofthe case, award of costs, forum fees and aitome>"s fees as 
Respondent believes Uiis was a case brought in bad faith. 

FINDINGS .AND DECISION 

Finding-sofFaet 

AAer considering the arguments and evidence of both Claimant and Respondent in this matter. 
Ihe undersigned Arbitrators make the following findings: 

Claimani wa.s intbrmcd of various strategies tn reduce her margin debt by Salomon Smith Bamey 
when her account transferred over from AG Edwards. Claimant did not opt to follow the advice 
of Respondent, choosing instead to hold her Ci.sco options. 

V '̂tiether the advice was written or not is irrelevant. Claimant knew what Respondent's advice 
was in relation to extricating her from her financial dilemma. However, if Respondent had 
provided something in writing to Claiinant when the account initially transfened, or had 
proffered notes of meetings or letters to the Claimant discussing strategics during the time the 
account was at Salomon Smith Bamey. the undersigned Arbitrators believe this action could 
have been averted. 

D££i»on 

Al\er considering the arguments and evidence of both Claimant and Respondem in this matter, 
the undersigned Arbitrators make the final determination and decision ofthe issues presented as 
set fbrth below: 

Claiinant has not met her burden of proof that Respondem was negligent or breached its fiduciary-
duty in the handling of her account. 

http://cau.se
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Award 

ClmnaDi takes aodiiiii^ Re^ondorit takes noAuag. 

OltepetaxBio^SOa 

Respondrax ihilL not RHobiizse Cloiiiari^s MD-reAuuSaUc filbg fte. 
Respcmdear ^lall Tciiabiiise dsLmnif 5hearicis sessioA dqwsic in tfaeoinount cf $1,000. 
Partiea shall bear ifaeir own com of vitntntioc. 
The maner should not be refsied to any SRO for discipSaaiy iavestifiadoD. 

Fonrr.liees 

Foruai icrt in the WKnmt of S3,S00» payable to the Pacific FxrJiange, aie as-^eised against 
Respcsidena for tbe teasocs noted ia tbe secUuc entitled *TUidings of Fac:." 

V^:?/j/C i?2^ 

Dae: ^ w / z . . - ^ 
F m k Weaver 


