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FINANCIAL INDUSTRY REGULATORY AUTHORITY  HEGISTRATIC!H & DISCLOSURE
LETTER OF ACCEPTANCE, WAIVER AND CONSENT
NO.- 2005000121901 -
N —T——

TO: Department of Market Regnlation
Financial Industry Regulatory Authority CFRNRA”™)

RE: . Goldman, Sachs & Co., Respondent
CRD No_361

Pursuant to NASD Rule 9215 of the FINRA Code of Procedure, Goldman, Sachs & Co. (the

*“firm" or “GSCO™) submity this Letter of Acceptance, Waiver and Consent ("AWC™) forthe

purpose of proposing a tetilement of the alleged rule violstions described below, This AWC is

submitted on the condition that, if accepted, FINRA will not bring any futwre actions against the

firm alleging violations based on the same facmal findings described herein.

ACCEPTANCE AND CONSENT

'A. . 'The firm hereby accepts mad consents, withont admitting or denying the findings, amd
solely for the purposes of this proceeding and any other proceeding brought by or on
behalf of FINRA, or to which FINRA is a party, prior to & bearing and withoutan
adjudication of any issus of law or fact, (o the entry of the following findings by FINRA;

BACEGROUND

The firm became 2 member of NASD (FINRA's predecessor) in 1936, and its registration
remaing in effect. ‘The fiven has ooultiple violations of Rules pertaining to trade reporting,
ACT reporting, and supervision, Specifically, the firm bas the foilowing relevant
disciplinary history: ‘

] in September 2008, FINRA accepred GSCO's AWC (20070102251),' in
which the firm agreed to a cepsure and a total fine of $17,500, which
included fines of $5,000 each for violations of Marketplace Rule 4632 and
Nasdaq Rule 4755 in July 2007,

. I July 2007, FINRA sccepted G5C0’s AWC (20050027552), in which
the firm agreed 10 2 censmee and a fme of $40,000, which included fines
forviolations of Marketplace Rule 5430 from October 10, 2005 through
January 4, 2006, and violationy of Marketplace Rule 6130 from May }
through Angust 31, 2006.
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In September 2006, FINRA accepted GSCO’s AWC (20050017975), in which the
firm agreed to a censnre and a fine of $6,500 for a pattern and practice of late
reporting transactions in CQS securities to the Nasdaq National Maiket Center,
from January 1 through April 30, 20085, in violation of Conduct Rule 2110.

In July 2006, FINRA acespted GSCO’s AWC (20050025742) in which the fmm
agreed to 2 censure aud a total fine of $50,000, az unspecified portion of which
wuforfuhgmhaump!mmmabhwmmmm
Rule G-15{f), from July 2004 to June 2005, in violation of MERE Rule G-27.
The firm alao undertoak to revise its procedures,

In July 2006, FINRA zccepted GSCO’s AWC (20050023340) in which the finm
agreed to a censure and & total fine of $20,000, of which $5,000 was for violations
of Markespiace Rule 6130 and 35,000 for violations of SEC Ride 200(g) (Reg
SHO) during October 2005.

In May 2006 FINRA, acmpdeSCO's AWC (20041000178) in whlch thﬂ ﬂrm

L ofMarketplamRuIeﬁ!SO,ﬁ:umthberMmfmwm £roaT
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In October 2005, FINRA accepted GSCO’s AWC (20050002343) in which the

© fiam agreed to a cemsure and a fine of $15,000, of which $5,000 was for violatons

of Mmhtphukuhﬁwﬂmdm&td@ﬁmuwﬂummmy
procedures, in violation of Conduct Rules 2110 and 3010, dmmgAugustm

In Ociober 2005, FINRA accepted GSCO"s AWC (20050000606) in which the
fixrm agreed to a censure and a fme of $7,500 for violations of Marketplace Rule
5332(a)(2), from Jammry 1 to April 30, 2004.

In Fuly 2005, FINRA. accepted GSCO’s AWC (20042000105), in which the fum
agree to A censure and B fine of $25,000, ofwhich$5.ﬂﬂﬂwasforviolatinnsof
Maketpiace Rules 4632 and 6130 and 35,000 for deficient written

procedures, in violation of Conduct Rules 2110 and 3010, during July 2003,

In Pecember 2004, mmplchSCO’B AWC (CMS040209) in which the
firm agreed to a fine of $5,000 for supervisory deficiencies, in violation of
Conthuet Rules 2110 end 3010,

In July 2004, FINRA acceptad GSCO's AWC (CM8040106) in which the firm.
agreed bo 2 censure and 4 fine totaling 335,000,000 for violations of Conduct Roles
2110, 2440, IM-2440, 3010, and 3110, Macketplace Rule 6240, and Section 17(a)
of the Securities Exchange Act of 1934 and Rules 17a-3 and 172-4 thereunder that
took place betwesn July 2000 and August 2001. The amemnt included $343,575
in restilution and fines of $1,656,425 for markup/markdows and Fixed Income
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Pricing System reponing violations, $1,500,000 for books and records violstions,
end $1,500,000 for supervision deficiencies in the area of high yield and
disteessed bond trading.

hNombuM(CAPﬂZOﬂﬁﬂ,npmofagIohaisaﬂlMalminmhhgmn

‘Securities and Exchange Commission aud the New York Stock Exchange, FINRA

censured and fined the fiem for violations of the recordkeeping provisions of
Section 17(a) of the Securities Exchange Act of 1934 and Roles 17a-3 and 17a-4,
mdcmmnzszuu. 3010 and 3110 that 1ook place from 1999 to at least
2001, The total fine of $1,650,000 was equally divided among NASD, the NYSE,
mmusm.mdm&muqdmmkmmﬁwitswrm;upwﬁmmm

SUMMARY,

This matter is the result of the Department of Market Regulation's mvestigation in matter
20050001219 (formedy MRD200448536) into the New Youk trading desk of the finm's
Equity Finance Group’s ('EFG™) compliance with rules relating to trade reparting, short
sales, maintenance of proper books and recards, mﬂsuwmyohhgmﬁﬂm

, SWLZM& smmmw"mmm

20050003219 MUD

The EFG develops and executes complex investment strategies for
Instirational clients and for the fion's own sccounts.. ERG bas maintained |
operations in Mew York, Londos, and Hong Eong. Sore of the EFG's
trading strategies called for GSCO to execuie transactions in connection
with hedging positions taken by GSCO’s non-member affiliate, Goldman
Sachs International.

Most of EFG’s transactions are routed away from the desk for execution
elsewhere by GS3CO, During the review pexiod, however, the desk had
trade reparting and other related responsibilities for about 2,336 ordecs,
most of which were handled manually. Many BFG transactions during the
review period involved large blocks of secutities — in one instance, for
exarnple, involving 29 miflion shares, Other trades involved mamy
hundreds of thousands of shares or millions of shares.

‘The staff examined a random, representative sample of 100 trades taken
from the 2,336 ransactions executed by BFG dnring the raview period as
te which ¥FG had direct trade reporting regponsibility. As aresuli of the
tevisw of these 100 trades, the staff fornd the following:

a  Duriagthe review period, the firm fafled, within 90 scconds after
exscution, to transmit to Nasdaq 34 last sale reports of ransactions

in eligible securities. The firm fajled to report to Nasdag nine last
sale reports of transactions in eligible securities. The conduct

3
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described in this paragraph constitutes separate and distinct
violations of Marketplace Rulss 6420(a) and 6420(b).

b.  ‘The fixm failed, within 90 seconds after execution, to ransmit
throngh the Nasdaq Market Center or TRACS 11 Iast sale reports
of transactions in Nasdaq securities, The firm failed to report to
the Nasdaq Matket Center three Iast sale reports of trensactions in
Nasdag securities, The condiet described in this paragraph
constitates separate and distinet violations of Marketplace Rule
5430(a).

c. The firm failed to report to the Nasdaq Market Center the comect
symbol indicating that the wansaction was a shart sale for two
transactions in reportable securities. The conduct described in this
paragraph constitutes separate and distinet violations of
Markstplace Rule 613(0(d){5).

d. * The firm failed to show the tiais of entry or the time of execution
on the memorandnm of 23 brokerage orders. The fixm failed to L
"-:':-h--- AU e O™ eiom 'WW“"" : ’
notate a capacity of agent or principal on 28 order tickeis. The
conduct-described in this paragraph constitutas separate and
distinct violations of SEC Rule 178-3 and Conduet Rule 3110,

e Thefim was unable to produce ander tickets for five transactions. . -
- The conduct descibed in this paragraph constitules separate and
distinet violations of SEC Ruls 17a-4 and Condnct Rule 511{).

4.  During the review period, GSCO failed to establish and maintain a
supexvisory systom for the EFG reasonsbly designed to achieve
complisnce with applicable secarities laws and regulations, and NASD
Rules. ‘

a GSCO did not have in place z system reasonably designed to
monitor aud seview the BFG's proprietary dividend yield
enhancement transactions to ensiure compliapee with securities
laws and zegulations, NASD Rules, and the fim’s guidelines, The
firm failed to establish procednres reasonably designed to detect
poﬁmﬁallyhnpzupﬂprbpﬁﬂryﬁ:ldmhmntm
executed by EFG’s New York trading desk for approximately
seven months and thereby failed to adequatsly supervise the
batsiness activities of EPG*s New York trading desk.

b. The firm failed to establish written supervisory procedures
reasonably designed to achieve compliance with NASD Conduct
‘ Rule 3110, NASD Marketplaca Rules 5430, 6130, and 6420, and

4
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SEC Rules 17a-3 and 17a~4 that included: (1} the idemtification of
the persons responsible fot supervision with respect to the
applicable rules; (2) a staterent of the supervisory staps 10 be
taken by the identified petsons; {3) a staterment. as to how ofien
such persons should take such steps; and (4) a statement s to how
the completion of the staps included in the written supervisory
prodedures shonld be docanaented, :

‘The conduct described in this paragraph constitates violations by
GS0O of Conduct Rules 2110, 3010(a) and 3010{b).

Respondent’s Discovery of the Violations

The sanctions below reflect substantial credit that the firm has been given for
discavering and reporting to the staff many of the violations giving sise to this
AWC in approximately September 2004 and that the firm thereafter conducted an
internal review of EFG's trading activities,

B ) -'a‘nenmuc:and

Gd aﬁmoﬁmmomcpaidjomaywmmmmwvm
Stock Exchange.

The firm agrees to pay the monetary senciions upon notice that this AWC has
been accepred and that such payment is due and payable. It has submitied an

Elestion of Payment form shewing the method by which it proposes to pay the
fine mposed.

The firm specifically and vohantarily waives any right to claim that it is waable to
pay, now or at any time hereafter, the monetary sanction imposed in this maner.

The sanctions imposed herein shall be effective on a date set by FINRA staff.

! The Newr York Stock Exchange investigated similar misconduct by the firm during approximately the same
seview period in its matter rumber 20070101 761,

20090001215 MID
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IL
WAIVER OF PROCEDURAL RIGHTS

The fixm specifically and voluntarily waives the following rights granted under FINRA’s Code of
Procedure:

A, Tohave a Formal Complaint issued specifying the allegations against the fiom;

B,  Tobenotified of the Formal Complaint and have the epportunity to answer the
allegations in writing;

C.  Todefend against the aflegations in a disciplinary hearing before a hearing pacel,

tohave a written tecord of the hearing made and o have a written decision issued;
and

i . Toappeak any such decision 10 the Nationsl Adjudieatory Comeih (NAE )amd< -+ - o

then to the U.S. Ssourities and Bxchamge Comrmission and 2 U.S. Court of
Appeals. :

Frther, the firm specifically and voluntasily waives any right to claim biss ot prejadgment of the

General Counsel, the, NAC, o7 sny member of the NAC, in comection with such pemon’sor.. . . . . .. .

body's participation in disoussions regending the terms and conditions of this AWC, or other
considexation of this AWC, including acceptance ar rejection of this AWC.

Thie firm forther specifically and voluntarily waives any right to claim that a person violated the
ex parte prohibitions of NASD Rule 9143 or the separation of functions prohibitions of NASD
Rule 9144, inn cormection with such peson’s or body’s participation in discussions regarding the
tenns and conditions of this AWC, or other consideration of this AWC, mdudmgnsameplsnw
ar rejection.

OTHER MATTERS
The firm understands that:
A,  Submission of this AWC is voluntary and will not rasolva this matier nnless and
until it has been reviewed and accepted by the NAC, 2 Review Subcommittee of

thé NAC, or the Office of Disciplinary Affairs (“ODA™), pursuant to NASD Rule
9216;

20050001219 MID
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X this AWC is not accepted, its submission will not be used 25 evidencs to prove
any of the aflegations against the firm; and

If accepted;

1. thig AWC will become part of the fiom's permanent disciplinary record
andmaybemnmduedmmyﬁ:mmimsbmughtbyFMAmany
cther regulator agamst the firva;

2, this AW will be made avaﬂablethrmghFMA’a public disnlosyre
program in response to pablic inquiries sbout the firm’s disciptnary
record;

3. F]NRAmymakeapubﬁcamnmmmemmncemmgtbmagrmm
the subject matter theveof in accordance with NASD Rule 8310 and IM-
8310-3; and

4. Thofirmmay not take any action or malke o pesmit to be isds any public <.

statement, incioding in regalatory filings or otherwise, denying, directly or *
indivectly, any finding in this AWC or cxeate the impression that the AWC
is without factual basis. The firm may not take any position in sny

proceeding brought by or on behalf of FINRA, orto which FINRA 183 .. .. .. .

party, that is inconsistent with any part of this AWC. Mothing in this
provision affects the firm"s right to teke legal or fachual positions in
Itigation or other Jegal proceadings in which FINRA is not & party.

ThuﬁmmaymuhacmwwonSummmﬂﬁsﬁWCﬂmisa
statement ef demonstrable corrective steps taken to prevent fuhure risconduct,
mﬁmmdm&mmhmaynotdmylhechmmmkemysmtm
is incomsistent with the AWC in this Statement. This Statement docs not
constitute factual or legal findings byFmRA,nardoesnveﬂectd:ewmof
FINRA, or its staff,
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+

The firm certifies that it has read and moderstansds al] of the provisions of this AWC and has heen
given a full opporiunity to ask questions about it; that it has egreed to the AWC's provisions
volontarily; and that po offer, threat, inducernent, or promize of suy kind, other than the texms set
forth herein and the prospect of avoiding the issuance of 2 Complaint, has been mads to induce
the firm to submit it.

[{{9/08

D

Ré.viewedby: o

Dol B

Counsel for Respondent
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Accepted by FINRA:
12/ fop Signed on behalf of the
Dae _ . Director of ODA, by delegated authoricy
R
Themas R. Gira
Execinive Vice President '
Deparfinent of Maricet Regulation
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