NASD DISPUTE RESOLUTION AWARD
NASD DISPUTE RESOLUTION

CASE: 04-01453
Rosalie Shevan Aronoff, Claimant v. Citigroup Global Markets, Inc. f/k/a Salomon Smith
Barney, Inc., and Jack B. Grubman, Respondents

ATTORNEYS:
For Claimant, Rosalie Shevan Aronoff, (“Claimant™), Joel S. Finkelstein, Esq., of the firm
Finkelstein & Partners, Newburgh, NY.

For Respondents, Citigroup Global Markets, Inc. f/k/a Salomon Smith Barney, Inc. and Jack B.
Grubman, (“Respondents™), appeared Bradford D. Kaufman, Esq., of the firm Greenberg
Traurig, P.A., West Palm Beach, FL.

NATURE OF DISPUTE: Customer v. Member and Associated Person.

DATE FILED: March 3, 2004.

CASE SUMMARY:: Claimant alleged that Respondents violated each of the following: Section
17(a) of the Securities Act of 1933, Chapter 517.301 of the Florida Securities and Investor
Protection Act, NASD Rule 2210(d)(1), and the New York Stock Exchange Rule 202.02.
Claimant additionally alleged that Respondents breached their fiduciary duty, and omitted to
state material facts in connection with the offer and sale of WorldCom stock. Claimant further
alleged that Respondent Citigroup Global Markets, Inc. f/k/a Salomon Smith Barney, Inc. is
liable for the unlawful and negligent acts of its representative, Respondent Jack B. Grubman,
under the doctrine of respondeat superior. Claimant mamtamecl that due to Respondents’
actions, her account suffered financial losses.

ARBITRATOR’S REPORT: (see Exhibit A)

Claim Data Award Data
Claim: $6,117.51 Award: $.00
Punitive: $3,800.00 Punitive: $.00
Interest: Unspecified Interest: $.00
Attorney Fees: Unspecified Attorney Fees: $.00
Filing Fees: Unspecified Filing Fees: $.00
Other: Unspecified Other: $.00

AWARD: The undersigned arbitrator has decided and determined in fult and final resolution of
the issues submitted for determination as follows: 1) The claims of Claimant are dismissed in
their entirety. 2) All requests for punitive damages are denied. 3) All requests for interest are
denied. 4) All requests for attorney fees are denied. 5) All other relief requests are denied. 6)
NASD Dispute Resolution shall retain the $325.00 filing fee that the Claimant deposited
previously.

OTHER FEES: Pursuant to Rule 10333 of the Code, Respondent Citigroup Global Markets, Inc.
f/k/a Salomon Smith Barney, Inc. has paid to NASD Dispute Resolution the $325.00 Member
Surcharge previously invoiced.
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ARBITEATOR
Marie G. Peterson - Sole Public Arbitrator

AFFIRMATION

T, Marie G. Peterson, do bereby affitva, wpon oy oath as atbitrator that ] sm the individual
Agsoribed herein whe exeouted this instrument, which js may oath and awand.

F/)7 /0L
Sienature Date

September 21, 2004
Date of Service (For NASD-DR office use unly)
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Eximibit A

" In the Matier of NASD Dispuite Resolution Arbitation Number 04-01453

Although it i& not required and has nat beén requested, T gm providing a record awerd beoanse of the valume
of material presented, including Respondents® motion to sirike certain of the exhibits fied by Claimant and

Claimgnt’s response to that motion.
Claimeznt: Rosalie Shevan Aronoff Represantative: Jogl S, Finkelstein
) Finkelstein & Pariners
Hooper & Weiss, LLC of comsel

Respondents: Citigroup (lobal Markets, [né,  Repregentative: Bradford D. Kaufman,
C - . Hida Salomon Smith Bamey, Greenberg Traurig, PA
ing. And
Jack B. Gmbman

- LI

§ have reviewed the following submissions in this case:

X .| Filing(s) Date Filed Notes

Statement of Claim 227104 Accommpanied by Extibits A-F

Respondents® Angwer to 57304 Accompanied by Exhibits 1-83 (2 volurres)

Stateient of Claim Raypendents Answey includes as Part Tl 2n
argument that Exhibils C, D and B of the
Statsment of Claim showld be stricken

Claimant’s Prefiminary 5720004 Accorupanied by Exhibits A-F

Respotse to Regpondents® . .

Motion to Stoke

Respondents’ Supplement and | 621704 Accompanied by Exhibit A

Reply ]

Clafmant agserted in her Statement of Claim that Respoadents’ failed to make certzin material disclosures to
Claimant and hat &3 2 result of thess omissions, Clateant relied on Respondents® 1-Buy recommendation
of WorkdCom stack snd purchased stack in this company ju Tune 1999 theowgh December 2000 (Statement
of Claim Exhibit A.) Claimant seeks regoizsion of these transactions.

Numetons causes of action were argusd by Claimmant aed responded to by Respondent, including but ot
limiited to, violations of Sextion }7(a) of the 1933 Seamitias act, Chapter 517.301 of the Plorida Securitios
sad Investor Protection Act, and NASD Rule 2210(d)(1). Breach of Sduciary duty and the Dactrine of
Respondeal Superior were alse submittad as besis for recovecy, Claimmaat requested rescigiomary damages of
$6,117.51, punitive damages of $3,800.00 and inferest, copts, and attorneys® s,

Cluimant’s Bxbibits A, B and F to the Stiement of Cleim ave admitted into the record without comment.
Exhibits C and D to Claimant's Statement of Claim arc copies of New York Attormey Ganeral Assusaaces

of Discontinuanas in the Mattar of Chtigroup Global Markets, Inc. and Jack Benjamin Grubman, respectively.
Exhibdit E to Claimant’s Ststement of Clzim ¢ a copy of the First Interbm Report of Dick Thomburgh,




Bankruptey Court Examiner, Novernber 3, 2002, Respondenty’ objected to the submission of these documents
a8 irelevant and inadmissible end requested they be stricken. Claltnant opposed Respondents® motion 1o
strike and requestid an orai hearing on this marter.

An oral bearing to argue this mater {3 ot necessary. Although I Snd Respondents’ argnoems against
admiting thesw documents peryuasive, Claimant has asterted they zre NOT evidence but rather “source
mnteyial for various allegations™, represcntative of Claiment’s position in support of her allegations. 1am
therefore admittng them with that caveat. This is a simplified arbitration case to be detetmined based on the
fitings and thege documents represent a substeniial portion of Claimant's submission.

As to Exhibits C and D, | find there are no important references to the company in this case and have
discounted thede axhibits g5 larpely inclevant. I do find the aegaiive curious, however: Althongh extensive
wark was done by the NYAG investigating the Respondants in this case, thate wag nothing in the two
setttetnents that suppert Claimant's sllegation(s) ef wrongdoing on the part af Ressondents as o ProrldCom.

Askeapondm assert, however, Hule cam be inferred from these settlernents as they are the rosult of
negotiations to resolve issues without litigation snd thare has not been, aor will there ever be, an sdjudication
of the aliegations contained in those dacoments,

Exhibit E, The First Interim Report of Disk Thormburgh, Bankruptey Court Examiner, is NOQT an official
finding of any court, but zathor 8 summary of where the Court Examiner stood in his examiration ef the time
the report was issted Mr. Thormburgh does state gome facts Claimant recited in the Statement of Claim,
However, the rolevent facis listed in the document are referencad in Claimant's Statement of Claim aad do
not add additional support to Climant’s cauges of action.

Afler carefolly reviewing oYl the docurnents fled in this case, 1 find no evidence that Claimant rolied on
Respondenis® *1-Buy” recommendetion before purehasing WarldCom stock, ofber hon her assertion in ber
olaim. No affidavit wae included in the yubmission, I’ I assurne that assertion as fact, bowever, 1 find no
evidence thet the “{-Buy” recommendation and the underlying recesmch mpum were knowingly false or
misieading becauss of omissions of material fast(s). Evidense submitted by Respondents® support their
position that the recommendation and related research reports were basced on informedion provided to
Respondeats #nd atliters by WorldCom.

Claimant cited four onnssions as material:
1- The terms and amount of Gnibman's compensetion package and the amount of investment
banking faes earned by Respondent SSB
2- Special IPO share gllocations 10 Worldeom direciors and CEO
+ 3- Grubman's refationship-w WorldCote
4- Conflicts of fnterest created by loans to WorldCom's CEQ mdmlated partics

As to alleged omissions 1 and 3 above, as evidemead in several of Respondents® exhibits, Respondents”
clearly and propstly made disclosures 33 required by then existing regulations (albeit generally in sruall
pringd.

As to alleged omission 2 ~ it is hassd on diatements in Claimant'a Exhibits C and E, discugsed shove. Those
docoroents allege (ackmowledgimg that Respondents have had no opportunity to disputo or defend the
allegations) that certain profity from special IPO share gliocatians were made by WorldCom exscutives.
However, per thst Exhibit C, page 34, these profits ware made between 1996 sud 1997, over 18 months
befora Claimant'e decision to purchese (June 1999). Putting aside that T do not give ssserians in this
docutnent the full weight given oﬂwx gvideace, T (ind it highly unlikely that (is omitted disclosure is
malerial, as that term is defined by Clairmane.




Omission 4 sbave, ag allaged by Claimant, iz that Respondents failed 1o disclnse that Respondest Citigroup,
, through related companies, made “gatgantugy”™ lnang to Remje Ebbers and/or related buginsss verures,

collateralized by WerldCom stoclk. Claimant asserts that fhe tegma afﬂmelﬂmmﬂaﬂamﬂkmﬁ:m
mplying pressure on anslysis to aver-rate the stock hald as collatezal The [oandmmwuummtsuhﬁm
a¢ evidence. I T aacept Claimant’s stabements for argivoent's sake, the Teost significant loan referenced Wag
2. 31 billion dollar loan made in February 2000, However, Claimant made her first purchase of WorldCom

In canclusion, ufer comsidering all evidenae submitted in this caye, this Arbitrator finds in favor of the
Respondents. All Claimant’s claims ate dismigsed in their eptirety; all tentists for interest, punitive damages,
ettorneys® foes and costs are denied.




