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Court Rejects Goldman’s Appeal of $20.6M

Arbitration Award
By Lorie Konish
July-5,2012

AU.S. appedls court siruck down:Goldman Sachs”appeal of a $20.6 milllion arbitralion award decision on
Tiiesday, upholding the ériginal decision if.favorof creditors of the Bayou Group.

Goldrman:was ordered 1a pay the $20.58 million atbilration award:on June 24, 2010 by a‘three:member Financiat
industry Regulatory Authiorily panel, The fimy subsequantly pétilioned the-U_S; District Court for the Southeri
Disirict of New York, which denied Goldman's request and confirmed the:award through a cross-pelition.
Goldman then appealed thie decision.at the U.S. Court 6F Appeals for the'Second Cireuit, which affinned the
ruling op Tuesday,

Goldian declined to comiient ori the cour's-decision tirough:a.spok oman-on T y

The case stemsdrom Go 's 1ol as a‘clearing broker aiid prite broker:for-hedge funds associated wilhithe
Bayou Funds, én alleged Pz scheme that ultimately collapsed.in2005 and entered bankrupicy in-2006.

Thesubsequent 2010 award decisl Idered:Goldman an “initial iransferee” of twa sets-of. deposils-in
question, rallisr than-simply-a conduit without control over'thé funds, according to court-documerits, ln:its appeal,
Goldian -argiied that thd apbitraiion decision Was in "manifest disregard of the [aw*

BiilhieVerdict handsd down on Tuesday rejected Goldman's:argument thal $8.7 million transferred from oulside
accounts:to.Baydu funds fronvJune 2004-l6 Juné 2005 was not-ari inilist transferes, .and-theréfore not
recaverable from Goldman Sachs, It also rejected the fir's arguiment thal $13.9 miflion transfarred fronvernia
Bayati fanid to four new:Bayoufinds in March 2003 was nol aconveyance because it represented-one fund.

*The manifest disregard slandard s, by design; exceedingly difficult to satisfy; and Goldman has not salisfied it in
this case,” the.U.S. Couriof Appealsfor lhe.Second Circuitniled Tuesday.

“The Bayau case signals thai bankrupiey fraudulent coriveyarice cldiing tigainst broker-dealers-are bsst braught
in arbitration ralher:than caurt* Ross B. intelisano, a‘lawyer al Rich, Intelisano & Kalz, LLP;coinsel forthe
Bayou Creditors” Commiltée, sald in.a statement.

Thedecisioncomes as: FINRA arbilration panels are."beconiing more-sophisti 1 and:exgeri irvhearing
large and.complex cases,” itelisanp-said, Eaflier this week,” FlNRAa:jnbunced {hat it has Iaunched apilot -
program aified at enabling more flexibility for a growing number oF arbi 'of$10 miillion ormora.

Anilingag in Sachs higs polential far-redching Implications for all cleafing brokers, the Securities.
Industry and Fmanolal Markets:Assaciatlon; or. SIFMA agued n‘documients it filedin the casiin Octabisr 2041,

“By. lmpllcllly characteriziiig a‘clearing broker a8 an ‘initial kansferee’ under the Bankruptey Code, places

e and.quasi ré y lenis ohvall cleaiing brokers, burdens which the 'SEG and industry.
regulallons as \vall as the-courls have spacifically rejected;* SIFMAs r ffng-siated.

Unider-SEC Tules, brokér dedlers are Eurréntlyprohibitéd from having “dominion arid-coffral® aver Qs customer
funds thay hiave in possession, SIFMA slated: Pulling mora responsibility onvthose broker-deajers to investigate
-customer finds:would drivé er away from giiickly cléaring and executing transactions, SIFMA said.

‘SIEMAdid-notrespond-to:a requestfor comiment an Thursday.



