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In the Matter ofthe Arbitration Between: 

KINf YOUNG, 

Claimant 

CHARLES SCHWAB & C O . INC., 

Respondent 

PCXCASENO.99-S027 

DECISION 

The undersigned Aibitrators, havmg read and enuidered the Claim submitted by Claimant Kim 
Young Ot^lamiant") on June 8,1909 and the Answer of Respoodent Charles Schwab 
C'RespondODC*'); having considered all ofthe testimony given u the hearing hold on September 
18-20,2000; and having considered all papas submitted in this nutter, hereby render the 
following Deeision pursuant to Rule 12.29(a) ofthe Rules of die Pacific E-ichange: 

FOR CLAIMANT: 

FOR RESPONDENT: 

REPRESENTATION QF PARTIES 

James J. Su&ivan, Esq. 
Law Firm of James J. Sullivan 

Gregoty Scanlon, Esq. 
Charles Schwab A Co. 

SUMMARY QF FACTS 

Kim Young opened an aeconm with Sdiwnb in Miy 1998. The accouncapplicrtiontfated tint 
ClauHUit tvtf a 37-ycer old smdent witfa Unuted financial resounei and no prior tnding 
CDcperiencv. ClaimsK subsequently opooed a mnginndsbor t account with Respondeot in July 
1998. ClasttKAsuGcenfldly traded taduology ttd interafltstoGki during 1998 bypladng her 
orderi eleetronicadly. On Jvniary 8,1999, die enured as slectraniconiertopttrchase 1,000 
diansof Afflaioo.conL C l a i w a did not see a coufirmation of her oider so Ae re-entered her 
Older believing the first order had not been accepted. ChimaatthensawaneloGtraaic 
confirmaticBOftwopaidiaseoiden for 1,000 dianscadiafAniBzaa.com. Claimant contacted 
RespondflOt to inform them that her idtoit was to place only one, not tvro, orders of 1,000 riores 
of Amazod-oon. Reqrandoit advised Claimant thtt bodi tndas were good. Claimtnt took no 
actkniotelltbel.OOOsfauesAeGlainiedshedidnotwant Hie market dedinedpClaimaot was 
unable to ID0« her margin call and RaBpondeat liipiidatad rtocki ia her BOCOUK vAien the eqaity 
in Chimant's accoont foil briow die lequired margin maiitenaDce b v d s fbr her aecomt. 

http://dianscadiafAniBzaa.com


ISSUES PRESENTED 

Claunant alleges that Respondent breached its fiduciary duty to Claimam and foiled to properly 
supervise its employees by allowmg Claimaiit to place the second order for 1,000 shares of 
Amazon.com w b a Respoident knew or should have known that Clainiant could noc pay for the 
trade. Claimant also alleges that Respondent foiled to properly supervise its employees in that 
they did net bust the second trade or expliciily tell Claunaffl to seU the diares she dauns she 
didn't warn 

Rfspondent alleges that after Claiinant was advised diat bodi trades were good, she took no acnon 
to sell the 1,000 shares die reportedly did not want In foct, after her initial call m Respondent, 
Claimant placed several limit orders to sell Amazon diarcs The orders did not execute because 
the pnce of Amazon never reached the limit pnce set by Claimant. Several days after the January 
8, 1999 orders were executed. Claimant told a representative of Re^Kmdeni that dw did not visat 
to sell the slock, and that she had the funds to meet her margin call and wanted a coupio of weeks 
to pay for the stock. Reipcxidenc also alleges Claimam did nodiing to miligate her damages. 

RELIEF REQUESTED 

Claimant is seeking an award m the amount of her losses of af^roxunatdy One Hundred Twenty 
Ihonsand and 00/100 Dollars ($120,000.00) with imeiest and her attorney's foes associated with 
this arbitratioo. Claunam also seeks punitive damages. 

FINDINGS AND AWARD 

Findings of Fact: A&a ocnsidering the aigumcnt aud evidence of bodi the Claimam and 
RespoodeDt in thia matter, die undersigned ArbitFtfors mdnthe firiknving findmgs. 

1. Respondent did not breech its fiduciary dunes to Qaimane or foil to properly supervise its 
employees at Ae time of the trades that are die sulgect of fliis ArfakritifiL 

2 Respondent did broadi its fiduciary duty to Clainiam and fiuled to si^ervise its 
eRQtloyws at foe time il permiBed Clainant to open her margin acconnt. 

3 Claimant foiled to mitigate her damagei and mialedReqKudentBS to her ability to meet 
her margin caD. 

AWARD 

Mooflury Damegos. Ten Utoniand Six Hnndred and 00/100 DoUan (S10,600.00) 
Pimitrve Damages: Denied 
Costs: Each party will bear its own costt and attorney*! foes 

Odier DeternuMtions 

1. Rnpcsident shaD noc teimburM Claiiiant*s non-nfimdable filing foes. 
2. Raqxadnt dul l not reimburse ClaimaDt's hearing soniondflpout. 
3. Rflq)ODdBiCiaaBBeM«d and diall pay to tbe Pacific Exdungefinumfbes of S3,100. 
4. ClaJmaot is asKssod and shall pay to die Pactfic Exdiaoge forum foes of S40Q. 
5. No tefenal for disciplinary ittvestigBtion is nade. 



DATED- Ocu»ber £ 2 , 2 0 0 0 
r7). 
I / gfe- OeLXu-*̂ *-

RiiaSdiuman 

DATED October % I, 200P 

DATED October 7 / .2000 

Fnmk Weaver 

Rodger S^uester 


