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TIONAL ASSQCIATION OF SECURITIES DEALERS

Tn the Mauer of the Arbirafion Wn
Name of Claimants

Smith Barney Shearson, Ine,;

Barry Giller

04.01248

Prudential Securities, Inc.:
Christina Lyn Stovall

. REPRESENTATION

For Claimant: Smith Barney Shearson, Inc. ("Saiith Barney ") and Barry Giller (*Giller") were
represented by Jerome F. Raskas, Esq. and Mark D. Sadow, Esq. of Raskas, Rutlnneycr
Pomerantz, Wynne, Garavaglia & Susman, located in St. Louis, Missouri.

For Respondent: Prudential Sccurities, Inc. ("Prudential”) and Christina Lyn Stovall ("Stovail®)

were represented by Jeffrey T. D¢mctath Esq. of Greensfelder, Hemker & Gale, P.C., located
in St. Lonis, Missouri.

- SASE INFORMATION

Statement of Claim filed: April 5, 1994.
Claimant Smith Barney's Submisdion Agreement signed on: March 31, 1994 by Ronald Dippel,

First Vice President, Swith Shearson, Inc.

Claimant Giller's Submission Aj signed on: March 31, 1994
Statement of Answer filed by Re! on: April 28, 1994,

Raspundenthdcm:a.ls istion Agroement signed on:  April 26, 1994 by leffrey T.

Rgspnm Stovall's SubmxssmmAgreement staned on: April 26, 1954.
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Pre-Hearing Conference: F None Heid.
Hearing Date/Sessions:  Tume 22, 1994 for Two (2) sessions.
Hearing Location: St. Louis, Missouri.

CASE SUMMARY

Claimiaats Smith Barney and Giller alleged that Respondent Stovall, 2 former employee, breached
a Confidentiality Agreement and jher common law contract of employment by misappropriating
confidential information regarding Claimants’ clients and that Respoodent Prudential used this
information to interfere with the Claimants' relaumlshapwuhthcsechems The Claimants'

specifically alleged that:

oy 1. On or about July 25, |984, Stovall entered into the employment of Shearson
. Lebman Hutton, Inc., now known as Smith Barney Shearson, Inc., and cntered
into 3 "Confidentiality Agreement". This agreement provided that the information
Stovall Jesrped as a result of her employment at Shearson was confidential, and
that alf documents relating to the clients of Shearson are confidential and must be
retned to Shearson upop termination of her employment;

2. Stovail became Gille}'s sales assistant on July 22, 1991, Giller entrusted
 Stovall with confidential ¢fient information and Stovall gained intimate knowledge
of Giller's clients financijl goals, investment patterns and trading history:

3. On or about March 11, 1994, Stovall voluntarily terminated her emxployment
with Smith Barpey and began working at Prudential, using misappropriated
documents and information about Claimants' clients to contact these clients
directly and solicit their investment business on behalf of Respondents; and
4. Prudential, through Stovall, knew or shouid have knowan of Claimans'
reasonable business expectation in the comtinued loyalty and business of its
customers. The Respondents use of the confidential information threatened to
umetfetew:thC]almam;mblemsimssexpmmﬁm
Respondmsdeniedutmmﬁal]awumufmeswofmmmrﬁ:gM:

1. The agrecment signed by Slovall did not prohibit, noc cowd it probibit, Stovall
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from using her knowledgk of the identities of Claimants' clients in her new
employment. These clieni identities are not "confidential information” as that
term is used in the agreement;

2. Copies of certain monthly statements Stoval] ook from Smith Bamey were
returned on March 24, 1994 and Stovall did not use any confidential information
inthesmcmentsinhcreqp]ﬂymentwithmldmﬁal;m
3. The only other documept taken by Stovall from Smith Barney was her list of
names and addresses of a. limited mmber of Smith Barney's clients compiled
openly and in full view at Smith Barney. This kist was derived {rom holding page
boqlmandSwvall's Rolodex which remzined at Smith Barney.

In addition, Respondents asserted several affirmative defenses, inchuding the following:
1. The Claim fails to stat a cause of action upon which relicf may be granted;
2. The claims are barred by the doctrines of estoppel, waiver and unclean hands;

i,
. 3. Clahnanmmmpﬁdgmpmhibﬁ&mnﬂﬁnmmeﬁmwithmmwhm
no agreement was entered into by the parties prohibiting such conpetition;

4. Claimants cannot prolibit Stovall from using general information obtained
while employed by Claimants and which resides with her as part of ber general
knowledge, memory, skill and experience gained during her employment;

5. Stovall's position as $ales assistant should not allow her to exert greater
influence over Giller's clignts than Gifler himseif exerted;

6. There has been no viglation of the agrecmient emtered into by Stovall, the
agreement should be strictly construcd against the party drafting it, and the parties
were in unequal bargaining positions when the agreement was signed; and

7. Claimants have oot suffered either irreparable injury or substantial harm.

| RELIEF REQUESTED

Claimants requested that an award be entered: 1) enjoining the Respondents from soliciting or
- accepting any investment business of any of the Claimants’ clients whom Stovall served in her
employment with Claimants and would not have learned of, but for ber relationstup and the
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confidential information developed between Giller and his clients; 2) ordering Respondents to
return immediately to Claimapts apry written records of Claimants in their possession or control;
3) awarding the Clammants their costs, interest and actual damages in such reasonable sum as the
Papel finds due; 4) awarding punitive damages in an amoun sufiiciest to punish Prudential amd
deter it and other broker dealers froma engaging in similar uniawful conduct; 3) awarding 2
reasonable amount for Claimants' stiorneys’ fees; and 6) for whatever additional orders the Pagel
deemed appropriate.

Resporxients requested. that the Statement of Claim be dismissed with prejudice in all respects
aud that any and all relief requests be denied; that Respondents be awarded their costs and
expenses incurred in defending agpinst this claim, including reasonable attorneys’ fees incurred;
and for such further refief a3 may be deemed appropriute.

— Pursuant to Section 44(h) of the NASD Code of Arbitration Procedure, the parties requested and
. — received an expeditad hearing.

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

AWARD

After considering the pleadings, ﬂrmnmmymmeewdemepmmedmﬂmhﬁrmgand
}warmambmmmm,theundemmedrbmmrshawdwmedmﬁmmﬁmlmhmnoﬁhe
| issues subsnitted for determinatiop as follows:

1. On the claim for Count|I, the arbitrators find for the Clapnants, Smith Barney
Shearson, Inc. and Barry Giller;

2. Onthe claim for Count ], the arbitrators find for the Claimants, Smith Barney
Shearson, Inc. and Barry Giller;

3. On the claim that the information or oaterial prepared or compiled by
Respondent Stovall is confidential information, the arbitrators find for the
Respondents, Prudential Securities Incorporated and Christina Lyn Stovall;

4. mmmmommwmmﬂmdem
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Christina Lyn Stovall are jhereby restrained from directly or indirectly, alone or
in concert with others from using in the solicitation of any customers of Claimants
any of Claimants' customers' confirmations of trades, monthly statements, account
information forms, pew agcount forms, holding pages, summaries of trading for
the custorners of Claimants (including monthly and quarterly suomaries) and any
other writien documentation of Claimants reflecting the trading history or activity
of the customers of Claimant Gitler;

5. Fhe arbitrators order thut Respondents Prudentia] Securities [ncorporated and
Christing Lyn Stovall arg prohibited for a period of 60 days from soliciting
customers of Claimancs with the use of any other information or material prepared
or compiled by Respondent Stovall and further that Respondents Prudential
Securities Incorporated and Christina Lyn Stovall have the burden of showing that
any transfer of a customer account from Claimants during this 60-day period was
not solicited with the use of information or material set forth in this paragraph 5;

— 6. The arbitrators find that the demand of Claimants to require Respondents to
— immediately return to Clrimants any originals and copies of zmy written or
. computerized records of Claimants in their possession or control that Stovall
appropriated from Claimapts is moot zg all such materials have been returned;

7. The claim for costs, igterest, damages and attorneys' foes is dended;
8. The claim for punitivg damages is denied;

9. Each party shall bear their respective costs of this action, including attorney's |
fees, except for those emumerated berein; and

10. Any relief request nit specifically gramted is hereby denied.

QINER COSIS
Pursvant to Section 44¢h) of the INASD Code of Arbitration Procedure, the parties each paid a '

non-refundable surcharge of $2,500.00 to the NASD for an expedited bearing. The NASD shall
retain the mhargepaidbyﬂu‘:arﬁes.
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Pursuant to Section 44(c) of the Cade of Arbitmation Pracedure, the following Forum Fees are
agsessed: Two (2) hearing sessions x $600.00 per sesgion = $1,200.00.

The Natiomal Association of Secutitics Dealers, Inc. shail retain the $250.00 claim filing fee and
the $600.00 hearing session deposit previously deposited by the Claimants, Smith Bamey
Shearson, Inc. and Barry Giller. ;Respondents Prdential Securities Incorporated and Christma
Lyn Stovall are jointly and severajly liable for and shalf pay to the NASD forum fees in the sum
of $600.00.

Fess are payable to the National Association of Securities Dealers, Inc
Councurring Arbitrators' Signamres

Name Date

LUy 18, 1994
luly 18,1994
i iy 18, 1994
Richard L. Johannesman
Industry Arbitrator

For NASD Use Only
Date of Service of Award: ’749-6 —?éf
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