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PACIFIC EXCH.AXGK, INC. 

301 Prac Street P C X ARRlTRATIO^ 
San Fnmcisco. California 94104 

DAVID DETIEGE ) PCX CASE #: 99-S024 
) 

Claimani ) MlENDF.n DECISION IN TIU: MATTER OF 
) ARBITRATION BETWEEN DAVID DHTIKtiH 

V. ) AND CHARI.R.S SCmV.\B & CO. INC. 

CilARLMS SCHW\-\B & CO.. INC. ) 

Reiiponden: 

Flu understgned Arbitrator, having read and considered the Claim siuhmined by Claimant on Jtme 9.19')9. 
and the Ansnxr of Respondent; having considered all testimony given on Febniaiy 3,2(XH), at San Francisco, 
Califomia, lasting one (I) hearing session; and, ha\ing cansidered all papers suhmilted in this maner, hereby 
renders the fnllowing Decision pursuant to Rule 12 29(u) of the Rules of the Pacific Hxchange: 

RfiPRESENTATrON nFPAR•^^;,S 

OfCIaimant: Richard Sacks 
Law Office of James J Sullivan - Nnvato, CA 

Of Respondent: Amir Tadjedin, Esq. 
Charles Scliwab A Co.. Inc. - San Francisco, CA 

SUMMARY OF CASR 

Gaimant David Detiege ("Gaimant**) was a retail eustomer of Respondent Charles Schwab A Co., Inc. 
("Respondent"!. Although IUR trading account was subject to a "cash up front" C'CUF") restriction, 
Gaimant «'as able, on January 4,1999, to place three orders via the intemet to :fcll shares in securities he 
did not own, one of which was 3000 shares of Skymall, Inc. ("SKYM"). The shares were sold "long" and 
all three orders were routed for execution to the over-the-counter market. 

In order to cover his delivery obligations from the sale of SKYM shares on January 4,1999, Gaimant later 
(hat same day« purchased 3000 shares ofSKYM at a lower price. By purchasing at a lower price. Claimant's 
overall ttades for the day realized a net ''profit*" of SIO.300.00. It is this alleged *'prorit*' that is the subject 
ofthe claim. 

Initially, Respondent advised Claimant that he could receive the net profit if he "immediately" deposited 
good funds of 541,500.00 in his account to cover the cost of the transacnons. Claimani wrote a check to 
Respondent for that amouni, although he did not have sufficient funds in his account. Respondent issued, 
but did not deliver a check to Gaimant in the amount ofthe alleged "profit" of S 10,300.00. However, 
Respondent placed a stop order on its check when it determined not to pay the "profit" to Gaimant and 
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Claimant then stopped payment on his check to Respondent. 

ISSUES KORPFsnT I mn^f 

1. Was Claimant entitled to profit from the transactions, or should Reifpondent be ailou'ed to retain the 
funds? 

2. Wjs a valid secondary contract fnrm{»l, with the retiuisite offer and acceptance*' 

}. Is Claimant entitled to equitable relief.' 

RF.T.n.FRF<7T?F^TFP 

A. Ry ClaimitnL 

Claimant pruys fur payment to him nf the net fvofit Iiom the SK. '̂M trades. 

B. Respondent argues that Claimant is not entitled because: 

1. It wa:i a "free ride** mmsaciion in violation of Reguhition T: and 
2. Claimant never "accepted" tbe sceondaiy contract by depositing good liinds. 

DECLSION 

The Arbitrator, after considering all evidence and testimony presented flnds the following: 

Re^nden t offered Gaimant tfie right to recover net profits of transacnons completed on January 4, 1999. 
if he deposited of S41.500.00 in die fivm of a cashier*s check or money order "immediately" (within that 
day or the next). Gaimant tendered a penoial check upon which he later stopped payment His account did 
not have suflicient fiinds and he did not personally have such amounts available, except by borrowmg from 
a friend. His friend did not tender Ihe requested funds by the time the check vi'as stopped. Gaimant was 
afraid that Respondent would not perform its promise to pay the 110,300.00, based upon general 
(hypothetical) conversations with other of Respondent's employees. 

A. Eio^iDss; 

Although Respondent had the right to claim any profit to Claimant (based upon the Regulation T 
\iolatiun) an offer wa.̂  made that if he paid good funds of S41,0OO.UU soon thereaf^, the trade pmfh 
n-nuld be given to him. For various reasons. Claimant did not accept the offer. Respondent is not 
TcqxMisible for Claimant's non-acceptance. 
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B. A^ard: 

1. Claimant's claim is denied in its entirety. 

2. Claimant does not owe commission and Respondent is ordered to cease and desist from 
collection acti\iiy for commissions upon Lmdcs 
hy Gaimant on January 4, 1999. 

3. Respondent's computer accessible on-line procedures may be deficient, in that Oaimant was 
successful in eniermg trades on-line while his account was restricted. Respondent is further 
ordered to review its procedures and report its findings and conclusions lo its DcMgnatcd 
Examining Regulatory Authority, as to wheiher ii is necessary to revise its internal procedures 
so as tn prevent customers with restricted accounts from being able to enter transactions on-line, 
m \iulation of re.stnctions imposed by Resputidcnt. 

4. Referral is requested that Respondent's DHA be contacted to follow up upon thî i arbitranon'si 
finding A> 3. 

5. Claimant is assessed forum fees for \^ of the liearing session and '/a uf the pre-heanng 
conference 
fee, in the total amoimt of $250.00J Gabnani*s initial heanng session deposit of S'75.00 shall 
be deducted against fees due. Accordingly, Claimant shell remit to die Pacific Exchange die 
toul amount of S175A0. 

6. Respondent is assessed and shall pay to the Pacific Exchange (brum fees for /i ofthe heanng 
session and 14 of the pre-hearing conference fee, in the total amouni of $250.00. 

7. The parties shall bear their own costs of arbitration, including any and all filing fees, hearing 
deposits, member surcharge fees« and attomey fees. 

Brian F. Kxam. Esq. - Sole Aibitrmtor 

I FonimFeesireusesKdallheiaicofS200perheBriDgse«ioii. 'nie fee for the pre-hearing conference held en Januai> n . 
2000, wiih lhe puiiec and the Sole Arbitnior is S300 
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