FINANCIAL INDUSTRY REGULATORY AUTHORITY
'LETTER OF ACCEPTANCE, WAIVER AND CONSENT
No. 20070096916-01

TO:  Department of Market Regulation
Financial Industry Reguiatory Autherity (“FINRA™)

RE:  Goldman Sachs Execution & Clearing, L.P., Respondent
Broker-Dealer
CRD No. 3466

Pursuant to FINRA Rule 9216 of FINRA’s Code of Procedure, Goldman Sachs Execution &
Clearing, L.P. (the “firm”) submits this Letter of Acceptance, Waiver and Consent (“AWC™) for
the purpose of proposing a settiement of the alleged rule violations described beJow. This AWC
is submitted on the condition that, if accepted, FINRA will not bring any future actions against
the firm alleging violations based on the same factual findings described herein.

L
ACCEFPTANCE AND CONSENT

A. The firm hereby accepts and consents, without admitting or ﬂenying the findings, and
solely for the purposes of this proceeding and any other proceeding brought by or on
behalf of FINRA, or fo which FINRA is a party, prior o a hearing and without an
adjudication of any issue of law or fact, to the entry of the following findings by FINRA:

BACKGROUND

The firm became a member of FINRA in 1948, and its registration remains in effect. The
firm has the following relevant disciplinary history.

. In November 2007, FINRA accepted the firm’s AWC (20060068246} in
which it agreed to a censure and a fine of $15,000 for violations of the
Rules for the Order Audit Trait System (*OATS") in October 2006.

. In October 2006, FINRA accepted the firm’s AWC (20050023633) in
which it agreed to a censure and a fine of $12,500 for OATS violations in
August 2005, _

. In August 2006, FINRA accepted the firm's AWC (20050006507) in

which it agreed to a censure and a fine of §15,000 for OATS wviolations
from October 1 to December 31, 2004.
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3 In August 2006, FINRA accepted the firm’s AWC (20050000886) in
which it agreed to a censure and a fine of $17,560, $10,000 of which was
for OATS violations fiom January 1 to March 31, 2005.

" SUMMARY

This matter is the result of three reviews conducted by the Department of Market
Regulation. Review No. 20070096916 addressed the firm’s compliance with rules
relating to the Order Audit Trail System (OATS) from October 1, 2006 to January 16,
2008. Review Nos. 20080122742 and 20080145844 addressed the frm’s compliance
with NASD Rule 2320 relating to the best execution of customer orders for the periods
October 1 to December 31, 2006, and January 1 to June 30, 2007, respectively.

FACTS AND VIOLATIVE CONDUCT
20070096916

L. From Qctober 1, 2006 to Yanuary 16, 2008, the firm failed to report the
comrect sell code and share quantity to OATS for 330,554 sell orders using
MPID SLGO. The 330,554 violations constituted approximately 17
percent of all sell orders (1,898,970) the firm reported to OATS using
MPID SLGQ during such period. The conduct described in this paragraph
constitutes separate and distinct violations of NASD Rule 6955(a).

20080122742 and 20080145844

2. From Qctober 1, 2006 to June 30, 2007, in 90 transactions for or with a
customer, the firm failed to use reasonable diligence to ascertain the best
inter-dealer market and failed to buy or sell in such market so that the
resultant price to its customer was as favorable as possible under
prevailing market conditions, as reflected on attached Exhibit A. The
conduct described in this paragraph constitutes separate and distinct
violations of NASD Rules 2110 and 2320.

20080145844

3. From January 1 to June 30, 2007, the firm failed to show the correct
customer account number on the memorandum of 16 brokerage orders.
The conduct described in this paragraph constitutes separate and distinct
violations of SEC Rule 17a-3 and NASD Rule 3110.

B.  The firm also consents to the imposition of the following sanctions: ‘

A censure, a fine of $40,000, and restitution by the finm to the investors listed on
attached Exhibit A, in the total amount of $261.65, plus interest at the rate set |
forth in Section 6621(a) of the Internal Revenue Code, 26 U.8.C. 6621(aj2}), !
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from the date of the violative conduct until the date this AWC is accepted by the
National Adjudicatory Council ("NAC"). A registered principal of the firm shall
submit satisfactory proof of payment of the restitution, or of reasonable and

- documnented efforts undertaken to effect restitotion, to the COMPLIANCE
ASSISTANT, LEGAL SECTION, MARKET REGULATION . :
DEPARTMENT, 9509 KEY WEST AVENUE, ROCKVILLE, MD 20850, or
in an e-mail from a work-related account of the registered principal to '

MarkerRegulationComp@finra.org, no later than 120 days after acecptanéc of
this AWC. If for any reason, Respondent cannot locate any customer after

rcasonable and documented efforts within such period, or such additional period
agreed to by the staff, Respondent shall forward any undistributed restitution and
interest to the appropriate escheat, unclaimed-property or abandoned-property
fund for the state in which the customer is known to have last resided.

The firm agrees to pay the monetary sanctions upon notice that this AWC has been
accepted and that such payments are due and payable, The firm has submnitted an
Election of Payment form showing the method by which it proposes to pay the fine
imposed.

The firm specifically and vohuntarily waives any right to claim that it is unable to pay,
now or at any time hereafter, the monetary sanctions imposed in this matter.

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

1L

WAIVER OF FROCEDURAL RIGHTS

‘The firm specifically and voluntarily waives the following rights granted under FINRA's Code of

Procedure: :

A.  Tohave a Complaint igsued specifying the allegations against the firm;

B. To be notified of the Complaint and have the opportunity to answer the allegations in
writing;

C.  To defend against the allegations in 2 disciplinary hearing before a hearing panel, to have
a written record of the hearing made-and to have a written decision issued; and

D. To appeal any such decision to the National Adjudicatory Council'(“NAC") and then to

the U.S. Securities and Exchange Commission and a U.S. Court of Appeals.
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Further, the firm specifically and voluntarily waives any right to claim bias or prejudgment of the
General Counsel, the NAC, or any member of the NAC, in connection with such person’s or
body’s participation in discussions regarding the terms and conditions of this AWC, or other
consideration of this AWC, including acceptance or rejection of this AWC.

The firm further specifically and voluntarily waives any right to ¢laim that a person violated the
ex parte prohibitions of FINRA Rule 9143 or the separation of functions prohibitions of FINRA
Rule 9144, in connection with such person’s or body’s participation in discussions regarding the
terms and conditions of this AWC, or other consideration of this AWC, including its acceptance
or rejection.

IIi.
OTHER MATTERS

The firm understands that:

A Submission of this AWC is voluntary and will not resolve this matter unless and until it
has been reviewed and accepted by the NAC, a Review Subcommittee of the NAC, or the
Office of Disciplinary Affairs (“ODA"), pursuaat to FINRA Rule 9216;

B. If this AWC is not accepted, its submissicn; will not be used as evidence to prove any of
the allegations against the firm; and

C. If accepted:
1. this AWC will become part of the firm’s permanent disciplinary record and may
be considered in any future actions brought by FINRA or any other regulator
against the firm;

2. this AWC will be made available through FINRA's public disclosure program in
response to public inquiries about the firm’s disciplinary record;

3. FINRA may make 2 public announcement concerning this agreement and the
subject matter thereof in accordance with FINRA Rule 8313, and

4, The firm may not take any action or make or permit to be made any public
statement, including in regulatory filings or otherwise, denying, directly or
indirectly, any finding in this AWC or create the impression that the AWC is
without factual basis. The firm may not take any position in any proceeding
brought by or on behalf of FINRA, or to which FINRA is a party, that is
inconsistent with any part of this AWC. Nothing in this provision affects the

4
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firm’s right to take legal or factual positions in litigation or other legal
proceedings in which FINRA is not a party.

D. The firm may attach a Corrective Action Statement to this AWC that is a statement of
demonstrable corrective steps taken to prevent future misconduct, The firm understands
that it may not deny the charges or make any statement that is inconsistent with the AWC
in this Statement. This Statement does not constitute factual or legal findings by FINRA,
nor daes it reflect the views of FINRA or its staff,

The undersigned, on behalf of the firm, certifies thet a person duly authorized to act on its behalf
has read and understands all of the provisions of this AWC and has been given a full opportunity
to ask questions about it; that it has agreed to the AWC’s provisions voluntarily; and that no
offer, threat, inducement, or promise of any kind, other than the terms set forth herein and the
prospect of avoiding the issuance of a Complaint, has been made to induce the firm to submit it.

ajla)io

Date . Respondent
Goldman Sachs Execution & Clearing, L.P.

By: ‘ ,{7‘(“‘-\ 6% '
Name: Stevenrs A W ol

Tite: NP, 0 SLK LLL, (Genesal Partney
&f GSEC)

Reviewed by:

Counsel for Respondent

: 5
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Accepted by FINRA:

3M Yo | Signed on behalf of the
Date : Director of ODA, by delegated authority

Yoo R
Thomas R. Gira
Execoiive Yice President
Department of Market Regulation
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FINRA Matter Numbers Goldman Sachs Evecution & Clearing, LP
20080122742 and 20080145844 Best Execution fleview -
October 1, 2006 to June 30, 2007

1 {nsida Ask
Tadert| pae | MPD | BB | Velume | SEC | Pric |Gontraid Kot | Fracuon | Modifier [Mua o1d ot 75
1 [0l s 5 100 avx | 10043 | sGMA | 1453:98] 14:53:48 100.42
2 [33u006F Stk [ 100 NYX [ 10043 [ SBMA | 145348 14:53:48 100.42
3 |12/12/3006]  sik s 100 €5 2004 | 56MA | 1418:10] 14:15:10 038
4 |33 Sux 5 100 G5 2014 | SGMA [ 14190 141500 128
5 |12/18fIn06) SuK 3 200 NYX 8811 | $6MA | 113007 | 11:30:06 89.1
6 l1ae/200s] s S 100 NYX 99.74 | S6Ma | 113650 .11:36:50 a7
7 [12/180006] shk $ 0D, | WYX | 10083 | SGMA | 1225:30| 12:2099 100.65
& (1218/2005] sk [ 100 NYX | 10088 | semA | 1229%30] 120899 00,85
8 lasa00s]  sx 5 100 Nt | 10195 | SGMA_| 124004 | 22040:04 109
10 [13/1972006] sk 3 100 WYX | 10097 | SGMA | 130021 | 1300:20 10151
1 (13270006 K s 1 Ud_| 9531 | SGMA | Wd552| 141557 "55.29
1z _[12/2872006] Sk 5 200 | RAN | 5156 | SGMA | 10:54:15 | 10:Sdad 5154
13 |13/28/2006] SiiK [ 4 $BH. 777 | Sima | 1127:456] 113758 798
14 [12/a2f%06) sk 8 4 $8H 7.84 SGMA | 11:47:08 | 31:47.08 7.85
15 SILK. ] 1 S84 784 | SGMA | 114726 | 3147326 7.85
16 28/2006]  SIK B 1 SIM_ | 4901 | SGMA | 153645 [ 15:36M5 48.04
A7 | 13R80006]  SILK g a5 SN | 3093 | SoMA | 122946 12:2245 3084
28 |19/28/06] SIK 5 g SBY | 14239 | S6MA | 11:1535] 111538 14216
19 {13/28/2006] Sk B 98 5K | 5529 | SGMA | 12:58:56| 12:58:55 5531
30| 12/2872006] siik B 2 TKA | 2585 | SGMA | 12a6a2 | el 88
rEI EFYE S B 5 TRR 29.89 | S6MA | 1224:33 | 122432 29.8 -
T EY) SHUK B H TR 2989 | sGMA | 12:43:04 |  22:43:04 295
23 |12/28/20060 suK B 3 MK [ SGMiA_ | 13:42:32 | 114343 '
24 [12/382006] SIK 8 10 e 4752 | SoMA { 12:54.08 | 125508 4753
25 |12/28/2005]  SLX B 15 T 4767 | SGMA | 13:35:00 | 13:34:59 47,53
B [1028H006] Sk B 1 e 4763 | -SGMA [ 141053 [ 140:83 4764
27 f2006]  SuK B 1 T 47.52 | SGMA | 15:00n58 | 15:00:57 4753
2B iRR8s] s E 49 WwG | 2355 | SSMA | 12:0144 | 120748 p-T]
29 |{22/2872006] SIK -8 2 Wit | 4628 | SGMA | 134606 | 33:46:06 | 2633
T ] 2 WRI 4628 | SGMA | 12:46:28 | 13:46:28 4638
31 UK B 40 D f396 | SeMA | 125532 ] 1256:3) 2393
22 |i3/29/2006] SnK 8 2 DDA 63.13 | S6MA | 1096581 102658 63,15
33 |12099006] sk B 1 FL 2177 | soma [ 11014 1300193 21.78
34 9 S [ 1 FL 2157 | SGMA | 14:11:55| 14;11:55 2198
35 SILK 8 3 FRT 8443 | sGMA | 10:33:48 | '10:33:48 B4.52
86 [12/29/2006] Sk s 100 Her 477 | SGMA | 13:51:39 | 13:52:38 4768
37 [32/29/0008]  sux s 100 LEN s249 | sGma | 13:00:19| 13:00:18 5247
] SILK B 18 ITD 252 | SGMA | 14:21:34| 142133 9.0
39 112290006)  SiM [ 100 MNY | 4RSS £4
40 [1/25f2006)  SIK [} 5 PSA 97.79 | SGMA | 12:55:35 | 12:55:34 57.8
41 [13/2902006] Sk ] i ROH 5128 | SGMA [ 141500 | 1431459 5129
42 | 12f2%/006)  SIK B 2 AL £7,4% | 56MA | 13:10:08 | 13:10208 4743
43 [13/25/2006] su¥ [ 61 WYE 50.92 | sema | 12:5530] 12:55:29 51
e _ | 140007 | sk s 0 FIL | 2643 | SGMA | 112857 | 112857 WAL
45 145, SHK 5 100 MNT | 5041 | SGMA | 115623 | 11:56:23 504
46| 1/5/2007 | ssma X 1008 SPY | 14068 | SGMA | 15:08:00 [ 15:08:00 140,68
47 | amphobr | sk s 200 BIG 2315 | SGMA | 10:49:05 | 20:49105 23.13
| 48 1/8f2007 | sk 5 100 FL8 7734 | SGMA | 12:33:27 12332 7
49 [20/007) sik | s 100 L 2958 | S6MaA | 13:1830 | 133832 2857
50 | a3fi007 | SGMA X 100 WM 7817 | SGMA | 14:56:59 [ 14:86:59 78.11
51 | 1/12/2007 | SUK 5 100 ECL 4491 | SGMA | 12:57:36 | 12:87:36 449
52 ]1/2/2007 | SGMA X 100 <] 129.71 | 56MA | 15:16:46 | 15:16:46 125,75
53 ' | 1N6f0a7 | SeMA X 100 SMH 34.74 | ScMA | 13:05:31 13:05:31 U7S
54 | /2772007 | sk 5 100 oF 76.94 | SGMA | 19:55:47 | 13:5547 76.92
55 F1M3/2007 | SGMA X 100 EEM | 11216 | SGMA | 55527 | %:85:27 n2a7
56 | yzfao0r | Sk 3 100 AW 12.77 | SGMA | 132828 | 13:2828 1276
P57 1372502007 | SGMA X 100 Azl 11 S6MA | 94532 | 94532 1.0
58 | 12sio07 | Foce s 100 AV 1294 | SGMA | 11:38:31 | 11:35:31 prd: )
59 | 4253007 | 5GMA X 600 SMH 3371 | S6MA [ 120625 | 12:06:26 %]
|__60 | i26f2007] seMaA X 3000 WM 78.16 | SGMA | 155726 [ 15:57:26 78.17
|61 |1/26/2007 | 5GMA X 100 OH | 13251 | s6MA | 15:40:33 | 15:40:33 132,96
G _ | 1fasf0m | snk s 200 FUL | 2465 | SGMA | 32:11:65| 121155 5
63 | /3102007 [ sk 5 1BS ALY 17.98 | SGMA | 33:20:13 | 13:20.13 17.89
222007 | sema X 400 SMH 3439 | S6MA | 14:1:55| 14:12:55 344
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FINRA Matter Numbers

20080122742 and 20080145844

Geldman Sachs Execution & Clearing, LP
Best Execution Review
October 1, 2006 to June 30, 2007

&5 2842007 | $1G0 5 1000 SMH | 3435 | SGMA [ 14515 145138 338 310.00
66 2fsfaon7 | focc § 100 AGN | 11418 | SGMA. | 14:38217 | I4:38:37 31417 5100
67 1 2/037307 | SGMA X 100 BiA 1265 | semA | 1543:48| 154348 126,63, 51.00
68 [ 2718007 | SEMA % 400 OtH 13850 | sema | 15:54:12 | 155412 1385 $4.00
&9 | 271552007 | SGMA X w00 Wy 8198 | SGMA | 12:47:30 | 32:47:28 8159 $1.00
0 3/1/2007 | SeMA X 1000 EMC 1852 | SGMA | 10:15:55 | 10555 1391 $10.00
7| 3/32007 | StGO 5 100 AMD | 1343 | SGMA [ 12:03:33 [ 12:03:32 1342 $1.00
72| 3f2B/aH07 | SaMA X 100 whit | 4663 | semA | 15:5738 | 285738 466 SL00
73 | 4122007 | S6MA X 100 O | 15025 | semA | 11:08:30 | 11:09:30 150.28 $3.00
74 _ | 4/19/2007 | SGMA X 100 SAwW | 6567 | sGMA | 253141 | 153140 65.68 5100
75 | 402007 | sax H 100 ope 3648 | SEMA. | Sa1:32 | 941132 3642 5600
75 | 42002082 | SIK 3 100 piM | 2829 | samA | 93537 | 93537 28.24 £5.00
77| 4730/2007 | SIK. 5 100 [ 7691 | s6MA | 10:06:19 | 10:08:19 7586 5500
78 | 4/23/2007 | - SILK 5 100 WRC | 3622 | SGMA | 9:55:05 | 9:55:08 36,39 $.00°
- 79 lajupoor| snx i 100 AOK 53.89 | SGMA | 10:08:44 | 10:08:4 59.78 $11,00
4 SILK ] 100 4924 | SGMA | 10:0457 | aD:04:57 49,18 46.00
81 5/42007 | SIK § 100 MCO 66:99 | SGMA | 1Sm2:54 | 16:5X:50 " 66.97 $2.00
a2 sjaf2007 | sk 5 300 BC. | 708L | s6mA [ 113515 1E3s:14. 70.73 $8.00
8 SILK s 100 GPC 4572 | S6MA | 14:13:53 [ 14713:53 49.68 $4.00°
84 | &ren00r | s 3 400 5TE D71 | S6MA | 14:22:02 | 142702 2.7 SL00
|85 | sAz/lo7| suk. 3 10 | AeF | 4a@1 | SGMA | 153554 | 15255 44.78 300 |
85 | 6/1412007 | SIK 5 00 [ ACE 2800 | ssMA | 355734 | 155743 2807 $10.00
871 | 611472007 | FOCC 5 200 HP M7 | .56MA | 168558 15:55:58 %67 $6.00
88 | 6/18/2007 1 forC 5 18§ PN 39.86 | s6MA | 15:56:20 | 15:55:20 3581 $9.90
B3 | 6/22/2007 | SGMA X 100 FNF 2394 | S6MA | 15:52:56 | 15:52:56 23,85 faa0
50 | 6/23/2007 | SEMA X 100 MDT | 5167 | SGMA [ 294LES | 15:41:58 5164 $§fﬂ
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