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NASD

LETrER OF ACCEFTANCE, WAIVERANDCONSENT
20050023340-01

TO: Depar??ent of Markel Re.g?l?don

NASD

RE: Goldman. Sachs & Co.

BD No. 361

Pursuant to Rule 921 6 ofthe NASD Code of Proccdure, Goldman, Sachs & Co. (thc '<firm'' or
"GSCO,?) submits this Le?er of Acc?ptance, Waiver mld Consent ("AWC9 for th? purpose of
propoaing a settlement of the alleged rule violationg dcsgribod in Part Il below. This AWC is

f, rm alleging violations based on the same factual findings,

Thc finn understands tha?:

1. Submission of this AWC is vohmtary and wilj not resolve this matter unless and
until it has been reviewed and accepted by NASD's Department of Market
Regulatior, md the National A?judicatory Council ("NACD Review
Subcommittee or Office of Disciplinary AfTairs, pursuant to NASD Rule 9216;

2. If this AWC is not acceptcd, trs submission will not be used as evidence to prove
any of the Allegations against the firm; and

3. If accepted:

a this AWC will become part of thc finn's permanent disciplinary record
and may be considered in any flrtt?e actions brought by the NASD 

or any
other regulator against thc fimr:

b, this AWC will be made available through NASD's public disclosure
program in response to public lnquldes about the firm's disciplinary
mcord;

C. NASD may make a public announcem?nt coz?ceming this agreement and
the subject matter thereof in accordance with NASD Rule 8310 wd IM-
8310?2; and

d. the firm may not tak? any actim? or make or pcrmit ? b? madc any public
mtatement, including in regulatory fHfnga or orherwise, denying, directly or
indirectly, any allc?atlon in this AWC or create the impression that the
AWC is without factual basis. Nothing in this provision affects the firm'?
testim?nial obli?atlona or right to takc lcgal or f?ctual positions in
litigation or other legal proccedings in which thc NASD is not a party.
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The flrm also undcr?tnnda that its experience in the securitie? industry and it$ diaciplinary history

may be factors that will be considered in deciding whether to accept this AWC.

OSCO became a member of NASD in 1936, and its registration remains in efrcct. GSCO
has the following relevant disciplinary history:

. In May 2006, NASD accepted OSCO's AWC (20041000178) in which the
firm agr?ed to a ?ensure and a total ffnc of $20,000, $12,500 of which Was
for violations of Conduct Rule 3370 Bid $7,SOO for violations of
Marketplace Rule 6130, from November 2003 to January 2004.

. In October 2005, NASD accepted GSCO's AWC (20050002343), ;n
which rhc firm agmcd to a censurc and a total finc of$15,000, of which
$3,000 was for violations of Conduct Rule 3370 and S5,000 for violaliuns
of Mark?tpla? Rulc 6130 jo Aiigust 2004.

. In July 2005, NASD acceptod GSCO's AWC (20042000103) in which the
firm /Eraed to a censure and a fne of$25,000, of i*hich $5,000 wa? for
violotion? of Conduct Rule 3370, $5,OOO for Mnrkctplace Rule 61 30. and
$5,000 for Marketplace Rule 6955, in July 2003.

L

WAIVER OF PROCEDURAL RIGHTS

The Erm specifically and vohmtarily waives the fotiowing rights granted under the NASD'a
Code of Procedure:

A. Tohavca Fonnal Complaint issurd spcci?ing the alleg?tions against the finn;

B. To be notified ofthe Formal Complaint and have the Opportunity to answer the
allegations in writing;

CL. To defend against the allegations in a disciplinary hearing before a hearing panel,
to have a Written record of the hearing made and to have a writtcndccision issued;
and

D. To appeal any such decision to the NAC and then to the U.S. Securities and
Exchange Commission and a US. Couit of Appeals.

F?nther, the firm specificalty and voluntarily wnives any right to claim bias or prcjudgment ofthe
General Counsel, the NAC, or any member of the NAC, in connection with such person'e or
body's pm?icipatjoti ln (f;scussioos rcgarding the tcrms and Gonditions of this AWC. or othcr
consideration ofthis AWC, including acceptance, or rejection of this AWC.
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The firm further specifically and volunbrrily waives any right to claim that a pcrson violated the

exp?e prohibitions of Rule 9143 or the separation offlinetions prohibitions of Rule 9? 44, in
?onnecrion with mlch person's or body' ? panicipalion in discussions reg?rding the terms and
conditions ofthis AWC, or other consideration ofthi? AWC, including iL? acceptancc or
rejeaion.

II,

ACCEPTANCEAND CON??NT

This matter is the re?u? of the Dcp?rm?ent of Market Regt???tlott'3 2005 Trading and Market
Making Survcillanoe Examination in review 20050023340, for whlch the on-site portionofthe
examination tool? place on October 24 to 28.2005.

The ?raff ?eviewed the foHowlng during the on-site examination for trade dates August 3 and 4,
2005<ZWMMMWDS

. 1 13 customer and D?oprietary sale transactions, for compliance with SEC Rules
200(g) and/or 203(b);

.
1 14 customer and proprietary sales, for compliance with NASD Marketplace
Rule 6130:

. 49 limit orders cxccutcd as principal, for compliance with Conduct Rulca 21 ?O,

?M-21 ?0-2, and 2320, Marketpiacc Rules 6440 and 6541, and SEC Rule$
11Aol-1 and 11Ael-4;

. 4 "non-displayed" limit orders received while holding lhc '*non-displayed''
oiders, for compliance with Conduct Rule 2320;

. 50 limit and market orders executed in a principal or riskle?s principal
capacity, for compliance with capacity reporting under NASD Trade Reporting
and ACT rules;

. 2 order$ for Nasdaq securities in soft dollar accounts and 50 related cxccutions,
for oomphance with trade reporting rules and the safe harbor limitations of
SEC section 2?(e);

. 10 open buy limit orders and mop sell limit ordors in securitie$ traded ex.
dlvidei?d, for eompliance with NASD Rule 3220;

. 37 trades repoi?ed end modified through a mixed capacity regulatory rcport,
for compliance with NASD Marketplace Rufe 6130;

. 25 orders in securities for which the firm w?s a market center for trade?
reported during Aucust 2005, for compliance with the order glzaAype
requirement of SEC Rule 1 1Acl-5 (cmzently SEC Rule 605):

. 28 seourity/size/order data statistics published on the Srm's monthly ordcr
execution report for the month oflunc 2005. forgompliancc with SEC Rule
1 1Aci-5 (currently SEC Rule 603);

. data published on the firm's quamrly orderrout?ng report for the third quarter
ot'2005, fbrcomplianoe with SEC Rule l lAel.6 (currently SEC Rule 606);
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. 25 customer transactions in OTCBB and OTC equity securities, for compliance
with Conduct Rules 2320 and 3110(b);

. 50 cancelled orders, for compliance with Marketplace Rules 4632(E), 4642(g),
4632(g), 6420(f), and 6620(f) and SEC Rules 17a-3(aK6) and (aXD;

.
? 0 pcmon? engaged in the firm'? trading and market making activities, selected
from trading staff in August 2005. for compliance with NASD Membership
and Registmtktn Rules;

. 394 order/tradg r?cords prepared and mainta?ncd for the above samples, for
compliance wilhNASD Rule 31 10 and SEC Rules 17a-3 and 17a-4;

. 498 ua?e? rcport?d to ACT or TRACS in connec:Ion with the above samplca,

for compliance with NASD Trade Reporting and ACT rules;

. 52 customer trade conftrm?tions, for compliance with SEC Rulc l Ob-10,

. 75 orders in NNM and SC secur?rics submitted to OATS, for eompllancc with
NASD Rule 6955;

. the finn'e ?tablishment and implementation of '?egutar & rigorous" mviews
oflhe cxccution quality of orders sent to othcr market centers for ?xe?ution,
based on procodur?8 in ?ffect in August 200S, for Coalpliance with NASD
Rules 2320 and 3010; and

. the firm's establishment and implementation ofa supervisory system and
Mrion MNiwsy M?Qadm. baa=aonmaamsln eacam Amt 2005.
for compliance with NASD Rule 3010.

A, The firm hcrcby accepts and ConsCnts, without admitting or denying the
allegations or findings, and solely for the purposes of this proceeding and any
othcrproceeding bronghtbyoron behalf of NASD, or to which NASD is aparty,
prior to a hearing and without an adjudication of any issue of law or foct, tothc
entry of the following findings by NASD:

1. During the n?vicw period, GSCO executed scvcn pmprietary short sales
and failed to properly mark thc ordcr tickets as short.

2. The conduct described in paragraph one canstiwes separate and dimtinct
violations of SEC Ruic 200(g).

3, Drinng thc review period, with m?pcct to seven proprietary short sale
transactions, GSCO incorroctly rcporred each tran?actlon as a long sale.

4. The conduct described in paragraph ?u*e constitutes separate and distinct
violatlon? ofNASD Marketplace Rule 6130.

5. During the mview period, GSCO transmitted to OA-rS 66 rcports that
contained inaccumte. incomplete, or impropcrly formatted data. For
example, in 32 instan?cs, GSCO fhiled 10 submit a Cancel Repo?; in 22
instances, it incorrectly mlbmit[éd an Order/Route Report and execution
data; in five instances, the firm failed to submit Cancel/Replace Report
and/or a Route Report; ?nd in thre? i?tanccs, it incom?tly submitted 

a
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Ncw Order R*port rather tlwn a. combined Order Execution report. These
inaccurate and/or incomplete reports represented 88 percent ofatl reports
transmjttcd by the fnn during thc rcvicw period.

6. The conduct described in paregraph fivc constitutca scparate and distinct
violat??ns ofNASD Marketplace Rule 6955.

B. The finn ?1*o consents to the imposition, at a m?xhnwzt, oftbe fo?lowing
sanctions:

A ccnm?re and a fne totaling $20,000, comprised of a $5,000 flne for
violations of SEC Rufe 200(/, $5,000 for Marketplacc Ruic 6i30, and
$10,000 lbr the OATS vialations.

The ?anctions Impuacd herein shall be effective on a date set by the Association
*TafT.

?IL

OTHER MATTERS

A, The finn,?nderstands that it may attach a Corrective Action Statemcnt to this
AWC, which io a statement ofdcmonstmble oonectivc steps taken to prevent
furure misconduct Respondent understands that it may not deny thc charges 

or
make any statcment that is inconsisk?nt with the AWC in this Statement This
Statement docs not oon?tltl,tc factual or legal findings by NASD, nor does it
reflect the views ofNASD or its staf?,

B. The finn,grccs to payanymonetary sanc(ions imposed on it upon noticc that this
AWC has been accepted and that such payments arc due and payable. and h??
att?chcd the Elcction of Paymcnt form showing the method by which the firm
proposes to p?y any fine imposcd.

C. The firm specific??ly and voluntarily waives any right t? ciaim that it is unable to
pay, now or at any time hereafter, any monetary sanction imposed in this inatt?.
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The firm certifies thar it has read and understands all of the provisions of this AWC and has been
given a f?dl opportunity to ask questions about it, and that no offer, thre4 inducement, or
promise of any kind, other ?h?? Ihe terms set forth herein, has been made to htduce the firm to
submit it.

Rcspottde?t?
Goldman, Sacha & Co.

tm IY'ad r BY: 

- / -e=F rDate
Nanei NNT/A.Y

Title: ??. +C.5im

Reviewed by:

DNIUF/3-U.?.-
Counsel for Goldman, S?éhs & Co,

Accepted by NASD:

7/Zg/QL TTh-R?rZ
Dme Thomas R. Gira

Exccutive Vice President and Dcputy
Department of Market Regulation

Signed on behalf of the Director ofODA,
by delegatedauuiority

Attachment:

Standard Election cf Payment Form
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