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"NASD
LETTER OF ACCEPTANCE, WAIVER AND CONSENT
NO.H =1B2004 0 3470]

TO: Department of Enforcament
NASD

RE: Goldman Sachs Execution & Clearing, L.P., Respondent
BD No, 3466

Pursuant to Ruls $216 of the NASD Cede of Procedurs, Goldman Sachs Execution &
Clearing, L.P, {"Goldman Sachs Clearing”) submits this Lettar of Acceptance, Waiver
and Consent (*FAWCY) for the purpose of proposing a settement of the atleged rule
violations described in Part it befow. This AWC ie submitted on the condition that, if
accepled, NASD will not bring any future actions against us sllaging viciations based on
the same factual findings.

We understand that:

1. Submission of this AWC is valuntary and will ot resolve this matter
unless and unt It has been reviewed and accapted by NASD's
Department of Enforcement and National Adjudicatory Councll ("NAC™)
Raview Subcommittee or Office of Disciplinary Affalrs (“ODA”™), pursuant
lo NASD Rule 9216;

2, If this AWC is not accepted, its submission will not be used as evidence
to prove any of the aflagations against us; and

a If accapted:

a. this AWC will become part of our permanent disciplinary record
and may be considered in any future actions brought by NASD ar
any other regulator against us;

b. this AWC will be made avaliable through NASD's publle disclosure
program in response to public inguiries about our disciplinary
fecord;

¢ NASD may make & public ennouncement conceming this
agreement and the sublect matter thareof in sccordance with
NASO Rule 8310 and IM-8310-2 snd

d. Wae may not take any action or make or permit to be made any
public statement, including in regutatory flings or ctherwise,
denying, diractly of indirectly, any stiegation in this AWC or creats
the impression that the AWC is without factual basis. Nothing in
this provislon affects our tastimonial abligations or right to take
legal or factual positions in litigation or other legal procesdings In
which NASD is not a party.
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Wae also understand that our axperience In the securitles industry and disciplinary history
may be factorg that will be consldered in deciding whether (0 accapt this AWC. That
experience and history ane as follows:

Goldman Sachs Clearing. formenly known as Spear, Leeds & Kellagg, LP, has
been a member of NASD since 1948. During all periods mentlonad herain,
Goldman Sachs Clearing was 8 registered broker-dealer with the United Statas
Securities and Exchange Commission and a member of NASD, whose
registration and membership remaln currently in sffect. During the last five
years, Goldman Sachs has been the subject of several NASD disciplinary actions
for trade reporting viclations invelving equltios, some of which are Isted below;

On or abaut December 2, 2004, Goldman 8achs Clearing agreed to an AWC
under which it was fined $8,000 for trade reposting viclations invelving equities.
See CMS040191,

On or about February 5, 2003, Goldman Sache Clearky agreed to an AWC
under which it was fined $4,000 for trade reporting viclations involving equities
g;ﬂd Slgl;iggsm make an affirmative determination for short sales. Sea

9,

o’ WAIVER OF PROCEDURAL RIGHTS

We spectticatly and voluntarlly waive the following fights granted under NASD's Code of
Pracedure;

A To have a Formal Complaint issued spacifying the allegations against us.

B.  To be notified of the Formal Complaint and have the opportunity to
.answermea!legatlon: in writing:

C.  Todefend against the allegations in a disciplinary hearing before &

hearing panel, to have g writlen record of the hearing made and to have &
written decision issued; and

D.  Toappeal any such decision to the NAC and then to the U.5. Securitles
and Exchange Commission and a U.8. Court of Appeals.

i 005/010

@ 004/009
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Further, we specificaily and voluntarily waive any right to claim blas or prejudgment of
the General Counsel, the NAC, of 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 considerstion of this AWC, Including acceptance or rejection of this AWC.
We further specifically and voluntarilly walve any right to claim that a person violated the
ex parte prohibitions of Rula 9143 or the separation of functions prohibitions of Rule
9144, In connection with guch person's or body’s participation in discussions regarding
the terms and cenditions of this AWC, or ather consideration of this AWC, including its
acceptance or rejection. ’

ACCEPTANCE AND CONSENT

A. We hereby gccept and cansent, without admitting or denying the allegations
or findings. and solely for tha purposes of this praceeding and any other
proceeding In which NASD i a parly, prior to a hearing and without an
adjudication of any lssue of law or fact, 10 the entry of the following findings

by NASD:
Summary

During the perlod from on or about January 1, 2004, through on or about
September 30, 2004, Goldman Sachs Clearing falled te report the yield on
2,781 of 2,871 municipal securities transactions it reported to the MSRB
invalving customer trades.

During the period from on or about January 1, 2004, through on or about
September 30, 2004, Goldman Sachs Clearing falled to timely report 45
municipal securities transactions to the MSRS.

g TTWE Y

Qo05/008

During the period from cn or about Janyary 1, 2004, through on or about July

1, 2004, Goldman 8achs Clearing failed to adequately monitor its trade
reporting to ensure compllance with MSRE Rule G-14.

Background

Timely end sccurate reporting of municipal securities transaction data to the
Municipal Securities Rulemaking Board ("MSRB") is vita! to Investor
protection and market intagrity bacause it helps ensure a levs| playing field
for all municipal market participants, including dealers, retall investors, and
institulional Investors. During the relevant tme period, MSRE Rule G-14
required &ff brokers, deafers and municipal securities dealers (collectively
“dealers”) to report trades to MSRE by midnight of the trade date and the
MSRB published data ebout all reported municipal gecurities transactions,
mcludh‘;g. dl::xt r}ot imited to, price and volume information, on the day after
@ trade date,

! Since January 81, 2008, MSRB Ruls G-14 requires daalars to report rades (o MSRB within 15
mihutes after trade execytion and MSRB publishes data shout all reported municipal securitios
transactions within minutes efter trade execution.
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if municipal trade data Is unavallable or incorrect bacause trades were not
reported in a mely manner or included enronecus data, dealers and
investors allke experience harm because they ¢cannct obtain an accurate
picture of markat activity ang prices. Late or Inaccurate transaction data may
hinder a dealer's abliily to price municipal securities accurataly for customners
and, in tum, interferes with an investor's decision-making process.?
Additionally, accurate snd timaly municipal rade reporting forms the primary
audit trall for regutators to conduct surveillance for potentially manipulative
practices, as well as detect sales practios violations and other violations of
the federal secutities laws and MSRB rules.

Pursuant to MSREB Rule G-27, each dealer engaging in municipal securities
transactions Is obligated to have a supervisory system and procedures in
place reasonably designed to achieve complianca with the federal securities
laws and MSRB Rules, Including G-14. Ultimate responsibility for transaction
reporting rests with the dealer that effected the trade. Clearing firms that
submit transactions for their correspondsnt fims also have responsibility for
those aspects of the reporting process under thelr control.?

Violations by Goldman Sachs Clearing

1. During the period from on or about January 1, 2004, through on of about
September 30, 2004, Goldman Sachs Clearing falled ta report the yield
on 2,781 of 2,871 municipal securities transactions It reported to the
MSRB inveiving customer trades.

2_311 result of this conduct, Goldman Sachs Clearing violated MSRB Rule

* Since 1594, NASD and the MSRB heve repeatedly advised dealurs of thelr responsibility to
repoit tansactions sccurately. See "Enforcemant Initiative,” MSRS Reports, Vol. 14, No, 3 (June
1994) a1 35: NASD Regutatory and Compllance Alait: *lntroducing Fian Responsibility When
Reporting Municipa! Trades Through Service Burasus end Clesring Fims" (Winter 2000); NASD
Re and Compliance Alert "Municipal Securities Transaction Reporting Compliance
Infarmation” (Spring 2001); and NASD Notica to Members 03-13: "MSRB Rules G-12 and G-14,"
jeintly issued with the MSRB in March 2003 as MSRB Nolce 2003-7. Tha MSRE has also
advisad dealery of their raspansibliity to sscertain the market value of municipal securities they
trade so thelr customaers recelve prices that ere reasonably related (0 the market value of the
;33“4"“"’ (sa# MSRB Notice 2004-3; “Review of Dealer Pricing Responsibilities,” January 26,

? Information regarding aach dealer's compllanca with MSRS Ruls G-14 and how It I pacform
in relation to other reparting dealers is avallable for review through the MSRB’s Dealer Feedb:g
Systam, wiich gliows dealars W self-monitor thalr frade feporting perfonmancs, Including, but nat
limited 1o, the accuracy of information reported concerning transactions the desler submittad
through a claaring firm or service burasu snd/or transactions the dealer submitted for other
geﬁm, &n¢ \ake apprapriate steps to ensure compliance with the requirernants of MSRS Rule

iQooT/010
R oos/008
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2. During the period from on or about January 1, 2004, through on or
ahout September 30, 2004, Goldman Sachs Clearing failed to imely
raport 48 murilcipal securitles fransactions to the MSRB.

Az a result of this conduct, Goldman Sachs Clearing viclated MSRB Rula
G-14.

3. During the pericd from on or about January 1, 2004, through on or
about July 1, 2004, Goldman Sachs Clearing falled to adequately monitor
its trade reporiing to ensure compliancs with MSRB Rule G-14.

g 25-11 result of this conduct, Goldman Sachs Clsaring viclated MSRB Rule

We also consent to the impesition, at @ maximum, of the following
sanctions:

A censure and a monetary fine In the amount of $100,000 to be assessed
against Goldman Sachs Clearing.

The sanctions impased herein shall be affective on a date set by NASD staff.

BiL
OTHER MATTERS

We understand that we may attach @ Corrective Action Statement to this
AWC that ks & statement of demonstrable corrective steps taken to
prevent future misconduct. We understand that we may not deny the
charges or make any statement that Is inconsistent with the AWC in this
Statement. This Statement doas not conglitute factue! or legal findings by
NASD, nor does it reflect the views of NASD or lis staff.

We agrae to pay any monetary sanctions imposed on us upon netice that
this AWC has been accepled and that such payments are due and
payabls us noted above and have sitached an Elaction of Paymant form

showing the method by which we propose to pay any fine Imposed,

We specllically and valuntarily walve any right to claim that we are unable

to pay, now or at eny ime hereafier, any monetary sanction imposed in
this matter.

@007/009
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Wae certify that we have read and understand all of the provislons of this AWC and have
been given a full opportunity to ask questions about i, and that no offer, threat,
inducement, or promise of any kind, other than the terma set forth herein, has been
made to induce us o submit it,

For; Goldman Sachs
Execution & Clearing, L.P,

/l/‘-"/of ﬁrw(/\w

Date Steve Wolf
Vice President
Accepted by NASD:
\\/Z'/Or Signed on behalf of the
Date Director of ODA, by delegiatod authority

Ve ——

Michael J. Newman

Reglona! Counse!l

NASD Department of Enforcement
£81 Maln Street, 77 Floor
Woodbridge, New Jersey 07085
(617) 8532-3400

NASD District Director

Gary I Liebowitz,

NAED, District 8-New Jearsey
581 Maln Street, 7* Floor
Woodbridge, New Jersay 07093

(732) §98-2030




