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DECISION IN THE MATTER OF 
ARBITRAIION BETWEEN 
NAIHONG CHEN AND 
CHARLES SCHW.^B St CO.. INC 

rhe undersigned .'\n>itrator. having read and considered the Claim submitted b> Claimant Naihong Chen, 
(sonieiimcs "Chen"^ on .-^ugus: 27. 1999. and the Answer of Respondent Chailcs Schwab & Co., Inc 
^sometimes "ScR\fc-ab"). hereby renders the following Decision pursuant » Rule 12.29(a) of the Pacific 
E.xclianEc. 

REPRESENTATION-OF PARTIES 

OfCIaimant: Na-.hong Chen - Downey, CA 
In propria persons 

Of Respondent: Mauricio S. Beugelmans, Esq. 
Charles Scti^ab A Co. Inc. - San F-ancisco. CA 

SL-MMARY OF ISSUES 

On or about July 16, 199", Claimant opened an onlme brokeiage account with Schwab by signing an 
e.Schwab Account Application ("the Apphcation"). Between September 1997 and August 1998, Claimant 
purchased a total of 2,200 shares of Btilltance Chma Aulomotive ('XSA'O for approximaiely S21,000.00. 
Claimani alleges that on August 13,1998, he sold his 2,200 shares of CBA based on allegedly erroneous 
information Schwab listed on its website. Claimant identified the alledged orora: (I) Schwid)*s website 
incorrectly posted that CBA's Earnings Per Share ("EPS**) was down fiom S1.20 to IIXX);** and (2) Schwab's 
ivehsite incorrectty posted that the origina] CBA Pnce-To-Eamings ("P>'E'0 was down fiom 5 to 0, indicating 
that CBA did not declare any profits in 1997. 

Claimant alleges fiiat Respondent's negligent posting ofthe enoneous EPS and P-^ tafixmation on its websile 
caused him to sell his CBA stock, resulting in a loss to him of S8,0S3.69. He sold his 2,200 shaxes fbr a total 
of S13,133.S6. Qaimant wrote a letter to Respondent on August 14,1998, the day fbllowing the trade, and 
made a formal complaint. Claiinant received a letter from Respondent dated September 1,1998 stating that 
Respoiulent was not responsible for tiie loss. 

Respondent alleges that when Qaimant signed and confided an e.Schwab Account Application to open a 
brokiBrage account. Claimant u-as bound by its tenns which state that be agreed: "to read and be bound by 
the terms ofthe e.Schwab Investment Account Agreement and the Schwab Brokoage Account agreenmt..." 
(Exhibits A&B to the Sutemeni of Answer.) Respondent further alleges Claunant agreed to be solely 
responsible for his investment decisions, and that he failed to mitigate his alleged damages. Respondent 
asserts that aceoiding to the '*Use Agreemesit," it is not icsponsible for losses caused direcdy or iiidirectly 
by conditions beyond its control, intemiptions of communicatioos, data processing services, disruptions or 
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iRorderly trading on any exchange or market. 

Respondem relies on Caspt v ^^icrosnfu 732 .^.2d. 528 (New Jersey 1999) for the proposition that: 
"customers are buund lo a contract created onlme because they c':clced the agreement with its terms and were 
able to scroll down to read the temis.'' 

F r.alij. Respondent jssens that tiic Online Use .-Vgrcenenl states "Ncrjier Schwab nor 'Jie providers (\) 
gLizrzntec the accuracy, timciinesa. completeness, or corcct sequencing ofthe information, or {,2) ^varrant 
an> resu^E Srom the L.se of Lhe information. In no event will Schwab, the providers or other persons 
nnsTT.mne ihe information be !:ahie to you ur to aiiyo.<:? else f̂ ir any con&eq'jen:ial incid-jntal. special or 
indirect damages..." (Exhibit D a) the Sta:cmcnt of .\nswer) 

RELIEF REOUESTED 

A. 

Claimant requests reimbursement for losses totaling S8.Ci53.€9. plus tiling fees (S75.00), the hearmg 
&r.s!>ion deposit (S75.00) and consultant fees (5125.00). 

3 . Bv Restxwdent: 

Respondent requests that Claimant's prayer be demed m its enrirety. It further requests that 
Clarmant's prayer for the reimbursement Consultant fees of S125.0O be denied, as such fees axe not 
allowed under governing California bw, 

Respoitdent also requests that it be awarded costs and fees for defending the Claim. 

After reviewmg the submissions of bodi the Gaimant and Respondent in ttiis matter, flie undersigned 
Arbitrator makes diis final dcurmination and decision of the issues presented, as set fordi below: 

1. Claimant's Claim is denied. Claimant executed a valid waiver when he agreed to die Online Use 
.Agreement in which he a^eed to bold Schwab harmless for inaccurate, untimely, incorrect or inconapleic 
informatim on its website. 

2. Respondent's Counter-claim for defending the case is also denied. 

3. The parties shall bear their onit costs of arbitration, including any and all filing fees and member 

I / Gloria Ednunson 
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