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LETTER OFACCEPTANCE, WAIVER AND CONSENT'
NO.-20050001219-01

TO: Departme?t of Markei Re?pitntinn
Financial ?? Re?tllatary Authority ( ?FINRA")

RE:.< bbkb*Saasacammm
Brok?r-Dealer
CRD No?361

Pu?uant to NASD Rule 9216 of the FINRA Code of Proc*dwe, Goldman, Sachs & Co. (the
?ftrm'' or *'GSCO") submits this Lctier of Aco?ptance, Waiver mld Consent ("AWC*) for.the

purpose of pwposing a set?emenr of the alleged rule violations described below. This AWC is
submitted on the condition that, ifaccepwd, FINRA will not bring miy future actions ag?i?t the

finn ?llegingviolations  basel on the same fmcmal findings describedherein.

L

ACCE?ANCE AND CONSENT

A. The firm hemby aocepts aid co?isents, without ?rlrn i*?ng ordtmying the 5ndi?gs, md
solely for thepuqx,s?s ofthis proceeding and my oth?rproceedingbrought by or on
behalf of FINRA? or w which FINRA is a party, prior to a hearing and Without an
adjudi?ation of any issue of law or fact, to the entry of the following fin?inEF by FINRA;

BACKGROUND

The finn becmme a member ofNASD (F?NRA's pred?essor) in 1936, mid its registration
rem**n* in effect The finn hasmultipleviolations  of Rulespertainmg to tracie reporting,
ACrreporting, and supervision, SpecificaRy, the firm has the followingrelevant
disciplinary history:

. in September 2008, FINRA accep?ed GSCO's AWC (20070102251); in
which the firm agreed to a ?ensure nd a total fine of $17?500, which
inchtded fines of$5,000 each fbr violations of Marketpla?e Rule 4632 amd

Nasdaq Rule 4755 in July 2007.

? In July 2007, FINRA accepted GSCO's AWC (20050027552), in which
the firm agree? to a censnre and a fine of $40,000, which included fines
for violations of Marketplace Rule 5430 from October 10, 2005 through
January 4,2006, and viola?on? of Marketplace Rule 6130 from May ?

through August 31, 2006.
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. In September 2006, FINRA accepted GSCO's AWC (20050017975). in which the
firm a?eed to a cen?ure and a fine of $6?500 for a pattern and practice oflate
reporting t?mtsactions in CQS segtmties to the Nasdaq Natio?al Market Center.
from January 1 through April 30. 2005. in violation of CondilctRuk 2110.

. In July 2006. FmRA ac?opted GSCO's AWC (20050025742) in which the firm
Kreed to a censure and a total fine of $50,000, an unspecified portion of which
was for failing to have in place reasonable mipervisory pmca?Iue* to ??sure
compliance with the minimvm d?norr,4n?t'nn restrictions contained in MSRB
Rule (3-15(f), from July 2004 to jime 2005, in violation of MSRB Rule G-27.
The firm al?o m,?/? revise its P?o?edures.

. In July 2006, FINRA aecerted GSCO's AWC (20050023340) in which the fhm
agreed to a oensnre md a totai Bnc of $20?000, of which $5,000 was for violations
of M?ke?plaoe Rule 6130 and $5,000 for violatiom of SBC Rule 200(g) (Reg
SHO) dn?ing October 2005.

. In May 2006. FINRA ac?pied GSCO's AWC (20041000178) in which the firm
Vr.MX nnaaMWMXSAAXAIGEE#881:M0,Tr..
of Marketplaoe Rule 6130.?om November 2003 to January 2004.

. In October 2005, FiNRA a??epted GSCO's AWC ?'v'-'n--? ?3) in which the
firm ag??ed to a censu?e and a fine of $15?000, of which $5?000 was for violations
of Mn?*??place Ru?e 6130 and $5.000 for.?P,6.n' writtcn ?lperwisory
procedures, in violation of Conduct Rules 2110 and 3010, d,mng August 2004.

. In Ocwber 2005, FBRA accepted GSOO's AWC (20050000606) in which die

finn ag?eed to a cenmire and a fine of $7,500 for violations of Mmkeiplaee Rule
5332(aX2), from Jamary 1 to April 30, 2004.

. In hlly 2005. FINRA accepted GSCO's AWC (20042000105), in which the firm
agI?d to a cenmre and a fine of $25,000. of whieh $5,ODD was for violations of
Malketplace Rules 4632 and 6130 and $5,000 fm deficient wntten supervisory ?

procedures, in violation of Conduct Rules 21 10 and 3010, during July 2003.

. ?er
 2004, FINRA accepted GSCO's AWC (CMSO*)209) in which ?he

firm agwed to afine of $5,000 for sopmrisory deficiencies, in violation of
CondnctRules 2110 end3010.

. In July 2004. FINRA a?cepted GSCO' $ AWC (CMS040106) in which the firm
agr?d to a censum and a fine ??ling $5,ODD,000 for violations of Conduct Rules
21 10,2440, [M-2440, 3010, and 31 10, Mad?etplace Rule 6240, and Section 17(a)
of the Semlrities R?eh?nge Act of 1934 and Rules 17a-3 and 17a-4 thereuader that
took plaoe betwcen Juty 2000 and August 2001. The amoimt included $343,575
in r?sti?ition and fines of $1,656,425 for markilphnarkdown  and Fixed lncome

2
20?00012]9 M?D



11/19/200? 19:37 FAX 212 225 3999 Cleary ?ot?lle? New York ?OO4

Pricing System repornng violations, $1?500,000 for books and records violations,
and $I,500,000 f?r supervision defici?cies in the ama of high yield and
dis?ressed bond trading.

? In November 2002 (CAF020064), as part of a global settlement also involving the
Securities and Ex(.ham?r. Commission and the New York Stock Exchange, FINRA
c?nsured and fined the firm for violations of the rccordkeepingprovisions of
Section 17(a) of the Secl?ities Exchange Act of 1934 and Roles 17a-3 and 17a.4,
and r?nna,w? Rules 21 10, 3010 and 31 10 that ?ook place from 1999 to at least
2001. The total fine of $1,650,000 was equally divided among NASD.the NYSE,
amd the SEC, and the firm undertook to reviw its written supervisory procedures.

SUMMARY

This matter is the result ofthe Depar?menl ofM*Iket Regulation's mve?tigati?n in ma??r
20050001219 (formaly MRD200448536)  into the New Yozk [rading desk of the firm'?
Equity Finance Group's ("EFG") oomplianee with rules relatmg to trade mpnrting, short
sales, maime?mce ofproper books and records, and supervisory ohli?linn?, fl?m
Me#653025#MT#NAZMMRAN-W#85 :

KA??S AND 1?IOLA??M?UCr
1. The EF(3 develops and exer'? complex investment strategies for

Mmmm.Wiaa andB=N.emyaw=OMM Emb-mm.M.d
operations in New York, L?ndon, a?d Ho?g Kong. Some of the EFG's
?a?ing strategies called for GSCO to e?ecutc transactions m wnneetion
with hedging positions taken by GSCo's non-member g?liate, n-'-:---
Sachs InternationaL

2. Most of EP?'s trmsac€ons are routed away from the desk for execution
elsewhere by GSCO. Durtng the reviewpcriod, however, the desk had
tmde reporting and other related respansibilities for about 2*336 orders,
most of which were ha?dlecim?minlly.  Many EFG ----- -? --- dtlring the
review period involved l?ge blocks of securities 

- in one instance. for
?xmmple, imrolvi?g 29 million ah*res. Other trades imrolved man.y
htmdre(is ofthousands ofshares or millions of shares.

3, The staff examined a random, representaliye sample of 100 trades taken
from the 2,336 transactions executed by EFG during the review period as
to which EFG h?d direct trade reporting responsibility. As a result of the
review of these 100 trades, the staff fow?d the following:

a During the review period, the firm ?ailed. within 90 seconds after
execution, to transmit to Nasdaq 34 last ?ale reports ef tr?ne?ions
in eligible securities. The fiml failed to rcport to Nasdaq nine last
sale reports of transactions in eligible securities. The conduct
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desaibed in this paragraph constitutes separatemd distinct
violations of Marketplace Rules 6420(a) and 6420(b).

b. The fiml failed, wi?hin 90 ?econds after execntio?. to ? rni.
tl?mugh the Nasdaq Market C?t? or TRACS 11 Inst sale reports
of ?mnsections in Nasdaq securities. The ticm failed to report to
the Nasdaq Ma[ket Ccnt?r ??]ree Ia?t saIe repo?t? of transactions in
Nasdaq securities. The /uct describ?*1 m this para?aph
constitutes separate and distinct violations of M?r*etp?ace Rule
5430(a).

C. The firm failed to report to tlte Nasdaq Market Center the eonect
symbol indicating that the Wl?*?,?tinn was a sh?t sale for two
transactions in reportabie sealritie?. The enr,Aie described in ?his

/?# oonstitute? separate and distinct violations of
Marketplace Rule 6130(d)(6).

d. The firm failed to show the time of entry or the time of execution

on the Trw.rnr?rnN *nrn of 23 brokerage orders. The firm failed to
nomo*ahmt-L ? .-lt --,-- 

- tl? -J- C-t-t. 7be??ir?-faHed??D?  -
notate a cap??ty of agent or ?incipaI on 28 order tickets. The
co?docrdescribed in this /?h oomti?ltas separate and

distinct violations of SEC Rule 17a-3 and Cond?d Ruic 3110.

= Thefirm?wasunabla?oprod?e??rder#??fo?M-----
The oon(h?ct de, ?bed in this paragmph constitl?tcs separate and
distinct violations of SEC Rule 17a-4 and Condnct Rule 3110.

a During the review pedod, GSCO failed to establish and mninmln a
supervisory system for the EFG ?m???hly designed to achieve
compliance with applicable securities laws and regulations, and NASD
Rules.

a GSCO did not have in place a system reasonably desi?ed to
monitor and review the BFG's proprietary dividend yield
?nh?ne?n?nt transactions to enmlre oomplianoe withsecitrities
laws and regulations, NASD Rules, and tl* firm's guideli?es. The
firm failed to e??hl£*h procedures reasonably designed to de??
potmtially impEoper proprie?ary yield -L-----t ?ransa?tions

aeaxaaOYAOGMYOI?MMEM?E=M,d?ia?IY
seven months andtherebyfailed to adequately supervise the
b,isina?? aetiv?ties of EFG's New York trading desk.

b. The firm failed ?o establish writ? supervisory pro?edures

reasonably desi?od to achieve compl?ance with NASD Conduct
R?le 3110, NASD Marketplace RuIes 5430, 6130, and 6420, and

4
200500012?9 Mm



11/19/2008 19:37 FAI 212 225 3999 Cleary Gottlleb New York ?006

SEC Rules 17a-3 and 17*4 that included: (1) the identification of
the persons nsponsible for supervisionwith mspect to ?he
appligab?e nl??s; (2) a statement of tl? supervis?y steps to be
wken by the idcntified pe?sons; (3) aslatement as to how often
suohperaons should take su?? st?ps; and (4) a statement as to how
the compktion of ?he steps included in ?he w?ittm ?upem?ory '
proéedircs should be?bcnrnented.

The conduct described in this paragraph constitutes violations by
GSCO of Conduct Rules 2? 10, 301 D(a) and 3010(b).

Rew?ndent's Dkoverv of the VIotattons

The sanctions below reflect substantial credk that the firm hasbew givm for
di?cov?ing and reporting to the staff many ofthe violations giving rise to this
AWC in approximately Sepkmber 2004 and that the firm thereaf??r eond?c?ed an
b??errwl rcview of EFG'? trading activitie?.

a a-,- .1.0--jz.Yneaianlb .C .. '... ,

(D a e?st?e; and

(iD a finc of $600,000 to be paid jointly to FINRA and t?e New Yozk
Stock Exchange.1.

The fr? agrees to pay lhemonctarysanctions upon notice that this AWChas
been accepted and that such lpayment is due and p?yabla Ithas -*?.-?--A ao
Election of Payment foi? showi?g the method by which i?proposes to pay the
fine imposed

Tlte fim spectf?cally mid volnnmrity waiv? any right to claim that it i? unable ?o

pay, now or at any time hereafter, the ?oueiaiy sanction impnsed in Otis ma??r,

Tbe sanctions imposed herein shall be effective on n dataset by FINRA stai*?

The New York S?ock Exchange investig??d similar misconduct by ?he firm during appoxlmateiy the s??
mview period i? its m?t?er number 20070101761.
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IL

WAIVEROFPROCEDURALRIGHTS

The f?nn specifically md volunt?ily waives the following rights ??i?d under FINRA's Code of
Procedure:

A. To hav? a Formal Complaint issued specifying the allegations against thc firm;

B. To be notified of the Fom?al Complaint and have the opportunity ? answer the
allegations in writing.

C. To defmd against the *?egations in adiscip?naryh?aring be?e a hearing pa?I,
to have a written teoord of the hearing made and to havea writt? decision issuedi
and

D. Te appeal any sech decision to tb* National Adj?dieato?y €?O?uwi?i94A€0)  md,,-,

dtea to theUS. Secur[t&:sand.E*chm?g?-  ---'-- and a U.S. dmrt of .?

Appeals.

Further, the finn specifically and voluntarily waives any rightto claimbias or prej?vl?n?.?t of the
General Cot?sel* the NAC? ot M memher af the NAC, in conneetin,\ witll alch p?O?.s E
oonsideratiort of thi? AWC, h'eiwl?ng acc?ptancc or rejection of this AWE.

The firm fnrhar specifically *nd vohmtarily waive? any right to claim that a person violated the

ex parte prohibitions ofNASD Rule 9143 or lhc sep?atio? offu?ctions prohibitions ofNASD
Rule 9144, itt oonnection with such pe?o?s or body' s participation in disals?ions mgarr?ingthe
terms mid conditions ofthis AWC, or other consideration ofthis AWC. inchtdipg its ????ptsno?
orz?jection.

m.

OTHERMATTERS

The firm understands that:

A. Submission of this AWC is vohm?ry and will not resolve this matier unless md
until it has been reviewed and accepted by the NAC, a Review S -?----'--- of
Ihe NAC, orthe Offioe of Disciplin?ry Afrah? (=ODA"), pursuant to NASD Rule
9216;

6
20050001219??'J?



11/19/2008 19:37 FAX 212 225 39?9 Cleary Gottlleb New York ??OO8

B. If this AWC is not aoccpt?d, its submigsion will not be used as evideace to prove
any of the allegations against the firm; and

C. If accepted;

1. this AWC willbecome pad ofthe finn's permanent disciplinary reoord
and may be -- -t' - - -? in any fubme amions bmught by FINRA or any
other Iegulamr against the finn:

2. this AWC will be made available tln?ough FINRA's public disclosure

program i:t response to public inquiri?s about the firm's disciplimiy
?e?ord;

3. FINRAmaymakea pablic ------- --- --- coneeiri?igthis a?r?eme?t and
the subject matter tbereof in acoo*lance with NASD Rule 8310 and IM-
8310-3; anti

4. Tfx? finn ma? ?ot take any actkm ?r mal? ? pe*?nit Do be m?de any Mn= 

:..:sm?em?t, ineh?ding in regalat?y filin? or otherwise, denyin&,directly  or
indir?cdy, any finding in this AWC or c?eate thp impression that the AWC
is wltltuut fact?ml basis. The fim? may not take any posidon in any
proo?ed??g.bro?ght.  by or on behalf ofFINRA, or.?#? FINRA-13 a.. ,?

p?Ity, that is inconsistmt with any p?t of this AWC. Nothing in this
provision affects ?he firm's right to take legal or factual pc*?itions in
lhigak?on or other legal proceedings in which FINRA is not a pmty.

D. The firm may attach a Corrective Action Statement to this AWC that is a
statement efdemonstrable oorzectivo sbcps takcn to prevent future miscondl?ct.
The firm understands that it may not de?y the charges or nmke any s?=,em?nt that
is inconsistentwith theAWC in this S,?ement. This Statem(*t docs not
conslihite factual or legal flnrl?ngs by FINRA. nor does it reflect the views of
FINRAor is staff.
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The finn o?rtifi?s that it has read and mx!er?tancis all oftheprovisiom of this AWC ?md has been

?iven a full oppori?miijr to ask que?ions about it; that it h? agreed to the AWC's provisions

volunt?ily; and ?ha? DO om?r, threat, indl?cernp?i, or promise of any kind, other than the tems set
forthhe?ein mid the prospect of avokling the issuance of a Complaint, has bwn made to induce
the firm to submit iL

11/19/08
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Reviewed by:

AWAE,Bwd#h
r?-?for Respondent 0
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Accepted by FINRA?

/2 i,ia8 Signed on behalf of the
Date Director of ODA, by deiegakd autllority

GLRTL.
Thomas R- Gira
Exe??tive Vice President
Department of Market Re?lation
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