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SffiTONRL ASSOCnnCN OF SECURITIES DEUERS

In tbe Matter of the Arbitration Between

of

Charles Sdbwab & Co., Inc.

91-02714

. Earrell

& GO. , IHC.
by Brigid A. Lane, Esq. of Brill, Sinex & Stepfaenson, located in Houston,
Teras.

For T3«rrgy^t/O?™tPT'-rr! *•*""*•' Jack A. Farrell was represented by Delia H*
Stephens, Esq. of Houston, Texas.

CRSB

Statement of ^a^Tn filed: August 30r 1991.
n aHTnarn^/fVtiTn^-orr'-p^fTpraTHfTTi- cbarles ffrjiMnh & Co., Inc. 's Submissian Agreement
signed en: June 3, 1391.

Statement of Answer and Counterclaim filed by RespCBdmt/Ocunter-ClaiiDant,
Jack. A. Farrell en: October 11, 1391.

- * a jack A. FaxTell's Sufcodssico Agrconpnt signed
en: October 10, 1391.

Claimant/Oountgr-RMpCTYVnt HvirTfti Sc±Mab & Co., lac. 's Reply to
Counterclaim filed en October 19, 1991.

Pre-Heariag Conference: Nfcne Held
Hearing Date/Sessicnsj April 8, 1992 for ts0o (2) seesicns*

Heariog T^y^iMfwi* Houston, Texas*

r*i a^•rn^m^-/fViTn^-ol--p^flpffrvton^- Charles ^f^tunlrt & Co* , Xnc. ("SclxdBb11) alleged
that on October 6, 1989, in ccnnecticn with the debit balance left in his
account after the sale of Braniff Air Ocnmnn Stock, Pespcivlpnt/Oounter-
Claimant Jack A. Farrell ("Farrell") executed a Promissory Nbte paiyable to



Schwab in the principal amount of $11,525.56 plus interest* .Se Note
provided for payment in forty- five (45) monthly installments to be made
between October 15, 1389 and June 15, 1989. Ihe entire principal
with accrued and iTnpa-tH interest was to become due and payable, without
notice and at the option of the balder of the Note, if Farrell defaulted.
Additionally, iTmto- the *-*rm* of the Note, Farrell agreed to pay all expenses
and attorneys9 fees paid or -incuried by Sctaab or adjudged "by a court. Qa
October 13, 1989 Farrell made the -J^MMI installment payment of $300.00.
Schwab alleged that Farrell Hrfimi twj on all other payments imrtar the Note.
Sclwab asserted causes of action on the Note and for breach of contract.

of *->ia Statement Of the

nfj that Srhwnh brrgrhiyl its account agreement with >»**•- In addition,
Farrell alleged that:

1* flrtwih" s negligence in ™p-f *•*-«•<«•! rig- Mat account was
proximate cause of the loss in the account?

2. Farrell received no consideration for the Promissory Note he
signed on October 6, 1989;

3. Schwab failed to mitigate its damages;

4. Schwab's own negligence was the proodmate cause of its
damages; and

5. Farrell was coerced into signing the note and making the
installment of $300.00.

Farrell nm*n*«Mnr!i m4maAr aiiog-JTvj that: 1) firhtffih broached it's agreement with
him; 2) firtwih was negligent in *n»*<TH-a-iTi-iTig his account; and 3) Srtwih
violated the Texas Debt Collection Practices Act, R.C.S. Art. 5069 , et seq.f
by <*wprMTij aTvil frHrfYifrp11^ "Q1 Farrell •**•**'" executing the jtM

>'B||*giangY note and
making the first payment*

-in

, Schwab set forth the following affirmative

1. Farrell waived and is estopped P"" fŵ ia-iTi-iTvj about the
purported nrlanrnrtnnt of Stfwab when Farrell admitted that the sins
ware due under the note;

2. SdMab is a discount broker and therefore has no duty or
obligation to provide invesOnent advice;

3. Schwab affirmatively states that none of its agwts or
employees worked any fraud, duress or coercion upon Farrell; and

4. Bse Statute of Frauds and/or the Parole Evidence Rule bar all
or part of Farrell1 s ̂ î ing ATV^ ̂ iTarp^mg-

requested that the panel eater an award



against Farrell for actual danages in the sim of §11,280*31, the t ncipal
due en the Account and under the Note after giving all lawful . redits

and offsets; pre- and post- judgement interest; costs} attorneys' fees as
provided pursuant to the Account Agreement and/or as provided nnrteir the
Mote; anri any ftrvj all other relief to v>nich. claimant may be entitled* In
addition, Schwab requested that Farrell's counter-claim be dismissed and

in its entirety*

-rn a -imam*- Fazrell requested that the panel cancel the
promissory r\r&f* which was ***** ^flin of Hy» r^ia^tn arvi dismiss the '•'I*1*™ in its
entirety* In nrirtlflm, Parrell requested that he be awarded danages in the
amount of $13,385*00 plus pre- and post- judgment interest j attorneys' fees in
a reasonable sum and costs of arbitration, all as provided for by the Texas
Debt Collection Practices Act, R.C.S. Art* 5069; and any and all other relief
to which Farrell may show himself entitled!

umm. ISSUES o fig* 1 1 twig) JBP r

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* m
either case, the parties have agreed to receive conformed copies of the award
while the originals remain on file with the NASD,

JJBBP

After considering *-*"* pleadings, **«* testimony *™* t>m evidence presented at
the hnnrlTTg, the undersigned arbitrators have decided in full and final
resolution of *+** igsueo submitted for ^fr-an^nr* nat-f r-m 35 follows:

1. pAgpr»v*^fr/ry*Tnfrfl^rna-iti«Tifr jack A* Farrell is liable for and
shall pay to c*a**m+/rnmi'air'-'Qaa£rwiant- Charles firliMnh £ Co., Inc.
the sum. of $11,287.51 plus 8% simple interest per annum payable
from, the date Farrell receives the award until said award is paid;

2. In aAMM^wij RBspcpdeat/Cbunter-n almaat Jack A. Farrell is
liable f oar and «>«TT pay to
SclMab & Co., Inc. the sun of $1,100.00 as attorneys1 fees. In
determining to award attorneys' fees, the concurring arbitrators
considered ***** fourth r^i'fl'ji-T^ of <•**» i 'i"iMlflfr*Ty 'nf^r% signed by
Jack A. Farrell on October 6, 1989 and determined that authority
existed for an award of attorneys1 fees to diaries Sdhwab & Co.,
Inc.;

3. Reopcrodent/ Qam^^M^-fi a4n«n» Jack A. Farrell's rVffmtafrr*j'1 3"^Ttl is
hereby dismissed ***** Aan4aA ^i its entirety.

Pursuant to Secticrn 43 (c) of the Gods of Arbitration Procedure, the following
total Forum Fees are assessed > 2 nnnirimn X $600.00 « $1,200.

The National Association of Securities Dealers, Inc. *»*»•" retain the claim
filing fee of $500.00 and the hearing seaflirn deposit of $600.00 previously
deposited by the m^Tt»«-/nmm«-«»»-p^»ff»i«*anfr claries Schwab & Oo.f Inc.



Quurlflfl SctuBb & Co. r IDC* is liable for and
pay to the NASD «Ĥ ^̂ «I forum fees in the sum of $600.00. Tie NASD

shall retain the claim filing fee of $100.00 previously deposited by the
Respcndent/Counter-ClaiJiBnt Jack A. Farrell.

Fees are payable to the National Association of Securities Dealers, Inc.

Dated:

~̂  Patrick Lanier Jolv 2, 1992
*•• " ~" "Patrick ianleo:f Esq. ™̂ - '"'

Public Arbitrator

A. Bentley Nettlea June 19, 1992
A. Bentie^bSESea^^"
Public Arbitrator

I find that the evidence that the ccupatty was at fault for a portion of the
losses experienced by the custanar and the evidence that the brokerage
company »«*** nn^n?* or illegal practices unHorr* the n* m*nmipmnaQ to parocure
the note vwrrant my dissent.

Eodustry

Date Served:


