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14,467 15,151 15,197
9,713 13,938 10,880
4,754 1,213 4,317
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1,694 3,034 4,006
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65,606 63,495
29,592 39,976
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3,224 3,991
18,224 16,985
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75,105 18,334 - - 93,439
60,092 56,189 16,368 1,659 134,308
33,260 97,251 47,127 - 177,638
- 5,912 19,541 - 25,453
- 24,077 20,435 1,918 46,430
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( ) 39,843 19,562 208,836 45,261 313,502
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2016 12 2019
CET1 5.875% 9.5%
Tier 1 7.375% 11.0%
9.375% 13.0%

Tier 1 4.000% 4.0%

2016 12 25 0.625

G-SIB 25
0.75
2019 2.5
G-SIB 2.5
G-SIB 2.5
2016 2016
3.0 G-SIB
2019
2016 12
10.0
Tier 1 Tier 1
G-SIB
20

2018 5.0
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75,690 75,528
( (3,015 ) (3,044)
(765 ) (2,274)
(799 ) (1,409)
Tier 1 71,111 68,801
11,203 11,200
(445 ) (413)
(61 ) (128)
Tier 1 81,808 79,460
Tier 2
Tier 1 81,808 79,460
14,566 15,132
722 602
6) 19)
Tier 2 15,282 15,715
97,090 95,175
Tier 2
Tier 1 81,808 79,460
Tier 2 15,282 15,715
(722 ) (602)
Tier 2 14,560 15,113
96,368 94,573
RWA
507,807 534,135
560,786 587,319
CET1
12 i
Tier 1
16.1 % 14.9%
14.6 % 13.5%
19.1 % 17.8%
17.2 % 16.1%
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2016 12 2015 12
CET1 6.549% 6-1%
Tier 1 8.530% 8.2%
11.163% 10.9%
PRA
GSl
2016 12 GSI CET1 12.9 Tier 1 12.9
17.2 2016 12
0.71 GSI 2016
2015 12 GSI CET1 12.9 Tier 1 12.9
17.6
2016 11 EU
CRR CRR Tier 1
Tier 1 2018
GSl 2016 12
2015 12 GSl 3.8 3.6
2016 12 2016 12 0.21

GSI
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2016 2015
) 12 12

27,394 25,748

8,405 10,520

189,086 175,422

54,552 59,327

VIE 584 501

112,056 117,158

25,348 28,874

8,939 5,878

373 249

8,444 6,054

6,014 6,944

1,941 2,575

816,774 926,443

33,403 31,902

3,662 4,461
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) 2017 2019 2021 2022
- 11,896 7,612 7,886
- 6,277 1,479 649
- 52,298 39,154 97,634
6,394 11,083 8,104 28,971
VIE - - - 584
22,358 24,905 58,412 6,381
25,348 - - -
8,939 - - -
308 21 - 44
6,713 415 108 1,208
5,756 200 15 43
290 520 365 766
432,328 261,676 71,264 51,506
33,403 - - -
1,064 763 1,662 173

2017
14.9

24

159/573



2016 12
74.3
2016 12

2016 12

18

2016 12 1,890.9
2016 12

19.4

2016
2016

361

160/573

18

EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

ooooood
15.6
15
2056
16
2069
68



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

161/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

162/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

163/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

164/573



EDINETOOOO

O00DOo0ooOo0ooo00oo0OooOO(Eossss)

A<
MBS — > mWHESERS -
BIEEMc L2 BN
EEERHMGTRE <
> HEFAFBSREBMTER
EEMBHTER
ERSICEBER
garERS CLUFC - E T -]

o 4 | H ER P

MBI L-FE - Uh— FEIFY

| BEEENTERE — eI ISATLR L 353
| HEWRAELEEESTER e— o FHEEE & )\ e
_ IR0 —5—X A l—g L3k
l B RN O ER o eFH,/aU— ¢ LT py—
SERY R S EEHMY $EEEY Ao EEMM
| ERUAVELSER e— e EREM ¢ ETILY Y EEREHM

eAAL—L a3 AOEEH

165/573

oOoOooodn



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

166/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

GCLA

167/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

168/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

EMEA

169/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

170/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

GCLA

GCLA

GCLA

171/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

GCLA

GCLA GCLA

GCLA

172/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

GCLA GCLA

173/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

oOoOooodn
2016 12
GS Co. 300.9
GSI 369.4
GSJCL 26.2 GS USA
266.1 GSIB 37.7
2016 12 977.7 499.0
196.0

GS Co. GSI GSJCL GS USA 2016 12

174/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

GCLA

175/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

30

GCLA

176/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

177/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

178/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

OoOoOoOoOodno
GCLA
GCLA
2016 12 2015 12
2016 12 2015 12 GCLA
2,260.7 1,991.2 GCLA 2015 12 2016
12 2016 GE
14
GCLA 2016 2,111.0 2015 1,877.5
GCLA
2016 12 2015 12
( )
155,123 132,415
55,980 55,333
211,103 187,748
GCLA
GCLA
GCLA

179/573

GCLA



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

OooooOodd
GCLA
2016 12 2015 12
( )
92,336 61,407
68,708 69,562
13,645 11,413
36,414 45,366
211,103 187,748
GCLA
GCLA
GCLA
2016 12 2015 12
( )
43,638 41,284
86,519 89,510
80,946 56,954
211,103 187,748

180/573



GCLA
GCLA
2015 12
LCR
GCLA
2015
80

12

2016

HQ

2016 12

LA
HQLA
LCR

2016

2015

GCLA

2017
2017

181/573

EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

ooooood
1,423.3 903.6
444.5
2015
10 2016
LCR LCR

LCR



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

oOoOooodn
2016
NSFR
NSFR
2018
2016 12 NSFR
GS USA
GS USA 2015 LCR
2017
NSFR GS USA
GSI
LCR 2015 10
GSI 80 2017 90

2018 100

182/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

oOoOooodn

DBRS
S&P R&l
2016 12
DBRS S&p R&l
R-1( ) F1 P-2 A-2 a-1
AC ) A A3 BBB+ A
A A- Baa2 BBB- A-
A BBB- Baa3 BB
BBB( ) BB+ Bal BB
DBRS S&P
APEX

183/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

ooooOoog
S&P GS USA GSIB GS Co. GSI
2016 12
S&P
GS USA
F1 P-1 A-1
A+ AL A+
F1+ P-1
AA- AL
GSIB
F1 P-1 A-1
A AL A+
F1 P-1
A AL
GS Co.
F1 A-1
At A+
GSI
F1 P-1 A-1
A AL A+
2016 GSIB GSI
S&P GS USA GSIB GS&Co. GSI A A+

184/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

GCLA

2016 12 2015 12
)
677 1,061
2,216 2,689
2016 12
2016 282.7 1,217.1
92.7

190.0

185/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

oOoOooodn
2015 12
2015 184.1 934.4
185.7
369.9
2014 12
2014 38.4 750.3

228.4
190.0

186/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

187/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

ooooooo
VaR
VaR
VaR
VaR
95
VaR
VaR VaR
VaR
VaR

VaR

VaR
VaR 70,000 VaR

VaR

VaR
VaR

188/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

VaR

VaR

VaR
VaR

189/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

VaR

VaR

190/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

VaR

VaR

VaR

191/573



EDINETOOOO

O00DOo0ooOo0ooo00oo0OooOO(Eossss)

oOoOooodn

VaR
VaR VaR
VaR VaR VaR

VaR

2016 12 2015 12 2014 12
)

45 47 51
25 26 26
21 30 19
17 20 21
(45) “n (45)
63 76 72

VaR

2015 76 2016 63
VaR
2014 72 2015 76
VaR
2016 12 2015 12 2014 12
)

45 43 53
34 24 19
23 31 24
19 17 23
(39) (48) (42)
82 67 77

192/573



EDINETOOOO

000000000 0000000000000(E05858)
ooooooo
VaR
2015 12 67 2016 12 82
VaR
2014 12 77
2015 12 67
2016 2014 VaR 2015
VaR 2015
VaR
VaR
2016 12
( )
64 34
36 19
40 10
28 13
2016 12 VaR 83 47

193/573



B%

1 B0VaR { KL}
2

EDINETOOOO

O00DOo0ooOo0ooo00oo0OooOO(Eossss)

VaR

1 B @VaR
(FILIEE R FILEA)
120

100

PO | g IV

40
bui]
0
HIGEHE 20164 MIGERE HIGER
o RcEE W2 W mYR 4 e
2016 VaR
180k L—F 4 2R
{FILIRES FiLHE
10
a0 BT o =
it ’ 57
] s
a0
21 L] 1

Eu — —a e ot e i S
. 0 . 0 . o . l. . . . . . .

L0000 (000)-(T5I(75)- (500 (5O)-(25) (25:-0  0-26  25-50  BO-75 TS 100

1B L—Fa e (Fr
VaR
2015 VaR 95
VaR 2014
VaR
VaR VaR
50

194/573

VaR 95

oOoOooodn

2016



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

ooooooo
VaR VaR
10
VaR
10
( ) 2016 12 2015 12 2014 12
2,085 2,157 2,132
1,702 1,479 1,686
3,787 3,636 3,818
VaR
0.01
2016 12 2015 12
0.01 2016 12 2015 12
25 17

195/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

oOoOooodn
2016 12 2015 12 496.7 4541
2016 12 2015 12
1.00 12 405
396
2016 12 2015 12
18

13

196/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

VaR

VaR

VaR
10

VaR

VaR

VaR

197/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

198/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

199/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

200/573



2016 12
2015 12

2015 12

0.5

751.1
146.5

183.3

2016

2016 12

201/573

EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

ooooood
2015
2015
2015 12 1,070.6
2016 12 2015 12



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

CVA CVA
( )
2016 12
24,840 3,983 28,823
30,801 3,676 34,477
85,951 4,599 90,550
141,592 12,258 153,850
(96,493 ) (6.,232) (102,725)
45,099 6,026 51,125
28,879 4,922 33,801
2015 12
23,950 3,965 27,915
35,249 6,749 41,998
85,394 4,713 90,107
144,593 15,427 160,020
(103,087 ) (6,507) (109,594)
41,506 8,920 50,426
27,001 7,368 34,369

202/573



EDINETOOOO

O00DOo0ooOo0ooo00oo0OooOO(Eossss)

oOoOooodn

GAAP
( AAA AA A BBB
2016 12
332 4,907 12,595 7,006 24,840
862 6,898 12,814 10,227 30,801
3,182 42,400 19,682 20,687 85,951
4,376 54,205 45,001 37,920 141,502
(1,860) (40,095) (31,644) (22,894) (96,493)
2,516 14,110 13,447 15,026 45,099
2,283 8,366 8,401 9,829 28,879
2015 12
411 6,059 10,051 7,429 23,950
1,214 10,374 16,995 6,666 35,249
3,205 40,879 20,507 20,803 85,394
4,830 57,312 47,553 34,898 144,503
(2,202) (40,872) (36,847) (23,166) (103,087)
2,628 16,440 10,706 11,732 41,506
2,427 10,269 6,652 7,653 27,001
( BB
2016 12
3,661 322 3,983
3,653 23 3,676
4,437 162 4,599
11,751 507 12,258
(6,207) (25) (6,232)
5,544 482 6,026
4,569 353 4,922
2015 12
3,657 308 3,965
6,505 244 6,749
4,434 279 4,713
14,596 831 15,427
(6.472) (35) (6.,507)
8,124 796 8,920
6,769 599 7,368

203/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

2016 12 2015 12
290 270

2016 12 2015 12
EMEA

204/573



2016 12

42 45

12
2016 12

14
2015 12

2015 12
44

2015 12
90

205/573

EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

oOoOooodn
2016 12 2015 12
310 330
44 EMEA
14 11
2016 12 2015
280
84 EMEA
2016 12



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

2016 2015
12 12

138 176
11,836 12,799
95,092 62,130
107,066 75,105
80,381 54,846
EMEA 16,099 8,496
10,586 11,763
107,066 75,105
AAA 83,899 55,626
AA 8,784 4,286
A 13,344 14,243
BBB 971 855
BB 68 95
107,066 75,105

206/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

2016 2015
) 12 12
13,294 10,899
14,116 11,314
773 1,553
7,019 7,566
2,959 3,984
3,707 4,846
85 205
4,188 1,839
2,529 5,008
( ) 2,455 3,212
51,125 50,426
19,629 17,724
EMEA 26,536 27,113
4,960 5,589
51,125 50,426
( )
AAA 2,516 2,628
AA 14,110 16,440
A 13,447 10,706
BBB 15,026 11,732
BB 5,544 8,124
482 796
51,125 50,426

207/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

2016 2015
) 12 12

3,854 2,595

13,630 14,063

30,007 31,944

902 419

709 628

25,694 24,476

13,034 15,045

33,232 36,444

20,847 20,047

12,301 13,941

154,210 159,602

115,145 121,271

EMEA 35,044 33,061

4,021 5,270

154,210 159,602

AAA 3,135 4,148

AA 8,375 7,716

A 29,227 27,212

BBB 43,151 43,937

BB 69,745 76,049

577 540

154,210 159,602

208/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

2016 12

209/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

210/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

211/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

12

212/573



12

213/573

EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

214/573



18

2069

1.6

219,000
315,000

2017 27

2007

2021

2019

1.1

215/573

EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

oOoOooodn
10-K 2016
(©)
200 2.1
161
30 1.6
2.6
1.2
1.9
2018
2023



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

216/573



EDINETOOOO

O00DOo0ooOo0ooo00oo0OooOO(Eossss)

OOooOoOoOoo
(2016 12 31 )
4,000,000,000 873,608,100 3,126,391,900
150,000,000 420,282 149,579,718
)
2005 25 30,000 2005 10 31 32,000
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19 2012 5,000
1,746 1,639 2016 23 19
2012 10 24 34,000 2013 25
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0.01 0.01
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J.C. Co.
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1994 1999
1987 1994
J 1978 1987
1974 1978
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2017 27
10-K 2016 2017
53 2017
W 55 2011
2008

J 57 2017 2006
2011 2017

K 68 1999

1992
Fw 61 2011
2001 12
J 51 2017
2008
M 53 2017
2013 2017
2008 2013
58 2017
2002
M 55 2017

2006
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2017 17

2017 27

@)

© 2,668,689

© 917,529
© 348,761

© 503,251

© 1,168,913
15,748
6,714
73,613
42,312
209
40,079
16,407
11,354
16,151
14,595
© 1,294,174
96,517

24 (@D 10,233,388
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@ 1934 ( )
13d- 60
RSU RSU
60
RSU
RSU

RSU
46,231 322,104
0 0
42,214 0
139,912 0
117,226 0
15,748 0
5,697 0
43,983 0
42,312 0
209 0
25,079 0
14,407 0
9,354 0
16,151 0
13,595 0
11,056 200,000
6,517 0
Q4 ) 1,083,738 1,111,719
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2017 27
2017 27 2.56 RSU
2.02
© 2017 27
344,475
44,817 H 30,000 M 16,390 328,043
RSU
@
205,092 610,651

198,541
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2017 17
*
a
@) )
2016 2,000,000 4,000,000 13,867,044 2,524 337,330 20,206,898
2015 2,000,000 6,300,000 13,909,078 377,074 22,586,152
2014 2,000,000 7,333,333 12,495,134 8,602 325,843 22,162,912
2016 1,850,000 5,445,000 12,645,627 46,999,103 618 269,541 67,209,889
©

2015 1,850,000 5,745,000 12,739,520 253,780 20,588,300
2014 1,850,000 6,716,667 11,394,314 2,033 237,070 20,200,084
2016 1,850,000 5,445,000 12,645,627 235 164,099 20,104,961
2015 1,850,000 5,745,000 12,739,520 200,282 20,534,802
2014 1,850,000 6,716,667 11,394,314 753 216,063 20,177,797
2016 7,295,000 - 11,886,001 241,801 108,012 19,530,814

) - 16,897,346 25,190 121,836 24,639,372
2015 7,595,000 1,833,333 17,139,416 110,252 128,872 21,061,873
2014 1,850,000
2016 1,850,000 4,545,000 10,023,816 5,251 7,848,026 24,272,093
2015 1,850,000 4,845,000 10,251,898 7,211,873 24,158,771
2014 1,850,000 5,716,667 9,199,166 17,944 7,441,685 24,225,462

2016 12 31 2017

2017
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(a) 2016
RSU 2015
718
2015
PSU
2014
PSU
RSU
RSU 2014
RSU
ASC 718
® d

Kkkk

RSU 2015 RSU PSU
ASC 718
2015
151.65
11
2015 RSU
ASC 718
2014
PSU
175.63
2014 RSU
10
2013 2014
2013 RSU
166.25
15
401(K)
10,600 118 76,511 746
10,600 118 76,511 746
10,600 118 37,702 746
174 13,228 1,294
10,600 118 25,135 746
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2015 2016
2015 RSU
RSU 2015 RSU 2015
2016 21
2015 RSU 2015 RSU
2015
2014 RSU 2014
2014 RSU
RSU 2014
2014 RSU 2014
2015 20
2014
2014 RSU 2014 RSU
2014
RSU 2013 RSU
RSU 2014 28
2013 RSU 2013 RSU
2016
29,419 53,038 59,475
17,308 93,616 53,572
11,961 47,079 51,141
10,989 54,436
24,693 49,456 5,389
2016
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ok 1.34825
2016

Hokkk 6.6558 2016
c LTIP LTIP
) 1,850,000 2015 5,445,000

PMD
105,600
2016
30,718 7,700,000
27,027
PMD
@
(b)
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LTIP
LTIP
ROE
ROE

2011 LTIP
BVPS

104.0 BVPS

12,870,832

2012 LTIP

2014 12
ROE 50
117.9
BVPS 5.8
BVPS
5,283,534

2013 LTIP

2015 12
ROE 50
97.5
BVPS 6.7
BVPS
7,395,509
2014 LTIP
BVPS

93.3 BVPS

7,605,096

2015 LTIP

BVPS

LTIP

3.0

115.1
2015

50

5.0

118.9
2016

50

LTIP

50

BVPS
BVPS
2016
ROE
88.0

BVPS
BVPS
2016
ROE
96.9

50
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LTIP

ROE 10.4

ROE 50
99.4
2012
8.8
50
12 ROE 10.6
50 90.2
2013
6.8

50

12 ROE 9.4

50 81.5

ROE 11.1

ROE 50
91.7

ROE 10.6

ROE 50



90.2 BVPS
7,307,388

2016 LTIP 6.7
BVPS 6.7
81.5 BVPS
6,536,744
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50 88.0

ROE 9.4
ROE 50
50 96.9
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2016
2016
2015 RSU
2016
2017
@
« D « D C )
C 2016/1/19 0 7,000,000 25,997,613
O)
2016/1/21
2016/1/21
2016/1/19 0 6,700,000 24,883,430
D O)
2016/1/21
2016/1/21
2016/1/19 0 6,700,000 24,883,430
M (e)
2016/1/21
2016/1/21
2016/1/19 0 6,700,000 24,883,430
S )
2016/1/21
2016/1/19 0 4,000,000 14,855,779
®)
2016/1/21
@
12
ROE 50 BVPS
LTIP
LTIP 2016
(b) 2015 PSU
(c) 2015 RSU 2015

2016

0

0

0

LTIP

RSU
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2015 PSU

® © @

48,467 72,701 7,350,021
48,467 6,517,023

44,198 66,297 6,702,627
44,198 5,943,000

44,198 66,297 6,702,627
44,198 5,943,000

88,396 11,886,001

74,547 10,023,816

2017
2016 2023
ROE LTIP
ROE 50

LTIP

9.4



©)

(e

151.65,
11

ASC
PSU

718

2023

2015

RSU

247/573

EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

RSU

RSU

2017



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

OooooOodd
2016
2016 12 31
M
2015 2016 2014 PSU 2015 PSU
@ ®
¢ 2007 322,104 204.16  2017/11/24
90,222 21,603,658
D 2007 317,400 204.16  2017/11/24
M 82,442 19,740,737
S 2007 271,416 204.16  2017/11/24
@) 2015
2016 2014 PSU 2015 PSU PSU
2014
PSU 2015 2017 2015 PSU 2016 2018 ROE
(b) 2016 12 30
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RSU
2014
C
D
M
S
@
(b) 2015 RSU
2017
2021
2017 23
NEC
ROE
38,244
PSU
ROE 9.4
39,163
(c) 2015 RSU
2016
ASC
PSU
232.20

2016
2016
PSU 2015 PSU
« X®@
209,228 1,771,115
205,228 1,916,830
201,224 825,018
2015 RSU
2014 PSU 2015 PSU
PSU
LTIP
ROE 10.6
37,231 2015 PSU
88.6
RSU
151.65
2016
718
2017 20
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2014
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2016 21

2015
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2015
2017
C J©
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12 31
13a 15(F)

2017

27
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10-K 2016

13a 15(e)

2016
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O00DOo0ooOo0ooo00oo0OooOO(Eossss)

ooooooo
2017 17
2016 2015
2016 2015
( ) )
53.2 53.4
(5,979.68 ) 100 (6,002.16 ) 100
(a) 8.9 12.1
(1,000.36 ) 100 (1,360.04 ) 100
(b) 2.5 2.3
(281 ) 100 (258.52 ) 100
@
®
2016 2.5
1.6
2017 17
PwC
2016
67.4 2015 64.0
()

260/573



12 31

193

10-K
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38 59
131
2016 12 31 2015 12 31 2016 12 31 2015
2014 12 31
2016 12 31
2017 27 (SEC)
2016
134
2017 21 UFJ

112.40
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2016 12 2015 12 2014 12
6,273 705,085 7,027 789,835 6,464 726,554
5,407 607,747 5,868 659,563 5,748 646,075
3,208 360,579 3,320 373,168 3,316 372,718
9,933 1,116,469 9,523 1,070,385 8,365 940,226
3,200 359,680 5,018 564,023 6,588 740,491
28,021 3,149,560 30,756 3,456,974 30,481 3,426,064
9,691 1,089,268 8,452 950,005 9,604 1,079,490
7,104 798,490 5,388 605,611 5,557 624,607
2,587 290,779 3,064 344,394 4,047 454,883
( 30,608 3,440,339 33,820 3,801,368 34,528 3,880,947
11,647 1,309,123 12,678 1,425,007 12,691 1,426,468
2,555 287,182 2,576 289,542 2,501 281,112
457 51,367 557 62,607 549 61,708
809 90,932 806 90,594 779 87,560
998 112,175 991 111,388 1,337 150,279
788 88,571 772 86,773 827 92,955
882 99,137 963 108,241 902 101,385
2,168 243,683 5,699 640,568 2,585 290,554
8,657 973,047 12,364 1,389,714 9,480 1,065,552
20,304 2,282,170 25,042 2,814,721 22,171 2,492,020
10,304 1,158,170 8,778 986,647 12,357 1,388,927
2,906 326,634 2,695 302,918 3,880 436,112
7,398 831,535 6,083 683,729 8,477 952,815
311 34,956 515 57,886 400 44,960
7,087 796,579 5,568 625,843 8,077 907,855

16.53 1,858 12.35 1,388 17.55 1,973
16.29 1,831 12.14 1,365 17.07 1,919
427.4 448.9 458.9
435.1 458.6 473.2
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2016 12 2015 12 2014 12
7,398 831,535 6,083 683,729 8,477 952,815
C )
( )
(60) (6,744) (114) (12,814) (109) (12,252)
(544) (61,146) - _ _ _
(199) (22,368) 139 15,624 (102) (11,465)
_ - - - ® (899)
/C ) (803) (90,257) 25 2,810 (219) (24,616)
6,595 741,278 6,108 686,539 8,258 928,199
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QA
2016 12 2015 12
121,711 13,680,316 93,439 10,502,544
(2016 12 116,077 2015 12 116,925 13,142,370 134,308 15,096,219
132,853 ( ))
(2016 12 82,398
2015 12 75,340 ( 184,600 20,749,040 177,638 19,966,511
)
18,044 2,028,146 25,453 2,860,917
(2016 12 3,266
2015 12 4,992 ( 47,780 5,370,472 46,430 5,218,732
)
49,672 5,583,133 45,407 5,103,747
( )(2016 12 51,278
2015 12 54,426 295,952 33,265,005 313,502 35,237,625
)
25,481 2,864,064 25,218 2,834,503
860,165 96,682,546 861,395 96,820,798
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3
2016 12 2015 12
(2016 12 13,782 2015 12
14,680 ( % 124,098 13,948,615 97,519 10,961,136
( ) 71,816 8,072,118 86,069 9,674,156
(2016 12 2,647
2015 12 466 ( 7,524 845,698 3,614 406,214
)]
(2016 12 21,073
2015 12 23,207 ( 21,523 2,419,185 24,753 2,782,237
)]
4,386 492,986 5,406 607,634
184,069 20,689,356 204,956 23,037,054
( ) 117,143 13,166,873 115,248 12,953,875
(
)(2016 12 14,792 39,265 4,413,386 42,787 4,809,259
2015 12 17,743 ( ))
(2016 12 29,410
2015 12 32,273 ( » 189,086 21,253,266 175,422 19,717,433
(2016 12 621
2015 12 1,253 ( 14,362 1,614,289 18,893 2,123,573
)
773,272 86,915,773 774,667 87,072,571
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2016
2015

2016
2015

2016
2015

(
2016
2015

.01

12
12

.01

12
12

12
12

.01

12
12

11,203
11,200

4,000,000,000

873,608,100
863,976,731 )

392,632,230
419,480,736 )

200,000,000
)

0.01
480,975,872
444,495,997 )

)
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2016 12
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2015 12

11,203 1,259,217

9 1,012

3,914 439,934

52,638 5,916,511
89,039 10,007,984

(1,216)  (136,678)

(68,694)  (7,721,206)

11,200 1,258,880

9 1,012

4,151 466,572

51,340 5,770,616
83,386 9,372,586

(718) (80,703)

(62,640)  (7,040,736)

86,893 9,766,773

86,728 9,748,227

860,165 96,682,546

861,395 96,820,798
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()
2016 12 2015 12 2014 12

11,200 1,258,880 9,200 1,034,080 7,200 809,280

1,325 148,930 2,000 224,800 2,000 224,800

(1,322)  (148,593) - _ _ _

11,203 1,259,217 11,200 1,258,880 9,200 1,034,080

9 1,012 9 1,012 8 899

_ _ _ _ 1 112

9 1,012 9 1,012 9 1,012

4,151 466,572 3,766 423,298 3,839 431,504

2,143 240,873 2,308 259,419 2,079 233,680
(2,068)  (232,443) (1,742)  (195,801) (1,725)  (193,890)
(102) (11,465) 72) (8,093) (92) (10,341)
(210) (23,604) (109) (12,252) (335) (37,654)

3,914 439,934 4,151 466,572 3,766 423,298

51,340 5,770,616 50,049 5,625,508 48,998 5,507,375

2,282 256,497 2,092 235,141 2,206 247,954
(1,121)  (126,000) (1,198)  (134,655) (1,922)  (216,033)
« ) (10) (1,124) 6 787) (20) (2,248)
¢ ) 147 16,523 406 45,634 788 88,571
- - @ (225) @ (112)

52,638 5,916,511 51,340 5,770,616 50,049 5,625,508
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2016 12 2015 12 2014 12
( ) 83,386 9,372,586 78,984 8,877,802 71,961 8,088,416
) ¢ (305) (34,282) - _ _ _
( ) 83,081 9,338,304 78,984 8,877,802 71,961 8,088,416
7,398 831,535 6,083 683,729 8,477 952,815
(1,129) (126,900) (1,166) (131,058) (1,054) (118,470)
(577) (64,855) (515) (57,886) (400) (44,960)
266 29,898 - - _ _
89,039 10,007,984 83,386 9,372,586 78,984 8,877,802
( ) (718) (80,703) (743) (83,513) (524) (58,898)
) ( 305 34,282 _ _ _ _
( ) (413) (46,421) (743) (83,513) (524) (58,898)
/C ) (803) (90,257) 25 2,810 (219) (24,616)
(1,216) (136,678) (718) (80,703) (743) (83,513)

( )

(62,640)  (7,040,736) (58,468)  (6,571,803) (53,015)  (5,958,886)
(6,069) (682,156) (4,195) (471,518) (5,469) (614,716)
22 2,473 32 3,597 49 5,508
) (787) ) (1,012) (33) (3,709)
(68,694) (7,721,206) (62,640)  (7,040,736) (58,468)  (6,571,803)
86,893 9,766,773 86,728 9,748,227 82,797 9,306,383
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2016 12 2015 12 2014 12
7,398 831,535 6,083 683,729 8,477 952,815
998 112,175 991 111,388 1,337 150,279

551 61,932 425 47,770 495 55,638
2,111 237,276 2,272 255,373 2,085 234,354

3 337 (34) (3.822) (289) (32,484)
(15,813) (1,777,381) 19,132 2,150,437 12,328 1,385,667
78 8,767 (14,825)  (1,666,330) (52,793)  (5,933,933)
15,253 1,714,437 16,078 1,807,167 25,881 2,909,024
1,960 220,304 (16,835)  (1,892,254) 4,642 521,761
(6,969)  (783,316) (5.417)  (608,871) (10,095)  (1,134,678)
5,570 626,068 7,870 884,588 (7,932)  (891,557)
(2.876)  (323,262) (1,833)  (206,029) (678) (76,207)
381 42,824 228 25,627 30 3,372
14,922 1,677,233 (1,808)  (203,219) (1,732)  (194,677)
1,512 169,949 1,019 114,536 1,514 170,174
(4,669)  (524,796) (16,180)  (1,818,632) (14,043)  (1,578,433)
9,270 1,041,948 (18,574) (2,087,718) (14,909) (1,675,772)
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2016 12 2015 12 2014 12
(1,506)  (169,274) (369) (41,476) 1,659 186,472
(808) (90,819) (867) (97,451) (837) (94,079)
4,186 470,506 10,349 1,163,228 6,900 775,560
(7,375)  (828,950) (6,502)  (730,825) (7,636)  (858,286)
(1,171)  (131,620) @ (112) (1,611)  (181,076)
50,763 5,705,761 44,595 5,012,478 39,857 4,479,927
(36,557)  (4,109,007) (29,520)  (3,318,048) (28,138)  (3,162,711)
2,115 237,726 @7 (5,283) 643 72,273
10,058 1,130,519 14,639 1,645,424 12,201 1,371,392
(6,078)  (683,167) (4,135)  (464,774) (5.469)  (614,716)
(1,706)  (191,754) (1,681)  (188,944) (1,454)  (163,430)
1,303 146,457 1,993 224,013 1,980 222,552

6 674 259 29,112 123 13,825

202 22,705 407 45,747 782 87,897

- - @ (225) @ (112)
13,432 1,509,757 29,118 3,272,863 18,999 2,135,488
28,272 3,177,773 18,414 2,069,734 (3.842)  (431,841)
93,439 10,502,544 75,025 8,432,810 78,867 8,864,651
121,711 13,680,316 93,439 10,502,544 75,025 8,432,810
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19
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2015
262 296
2014
15.8 18.7

115
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12
() () GAAP
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13
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2016 12
2015 12 111.5
147.1 1,105.6 787.3
2016 12 2015 12
146.5 183.3
10

GAAP

2016 12 2015 12
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13 810 CFE
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CFE
2016 ASU ASU
ASC 810 2015 FASB ASU No. 2015-02 810
ASU ASU No. 2009-17
810
ASU VIE
VIE
2016 ASU
ASU
ASU 12
ASC 835 2015 FASB ASU No. 2015-03
835-30 ASU
2015 ASU ASU
ASC 718 2016 FASB ASU No. 2016-09
718

ASU
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450
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ASU
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825 ASU
ASU
DVA
ASU 2018 DVA
2016 DVA ASU

DVA 305
ASU
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ASU 2018 ASU
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36.9 909 309
2016 12 ASU
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(
2016 12

1,319 _
57,657 16,627
29,381 20,502
3,842 —
12,195 3
28,659 6,570
1,059 —
1,358 1
94,692 25,941
5,653 _
NAV 6,465 —
242,280 69,644
53,672 47,499
295,952 117,143

284/573




EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

oOoOooodn
( )

2015 12
4,683 -
63,844 15,516
31,772 14,973
4,975 4
13,183 2
28,804 6,584
992 2
1,595 2
98,072 31,394
3,935 —
NAV 7,757 —
259,612 68,477
53,890 46,771
313,502 115,248
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(1,979) (1,360) (5,316)
1,854 920 2,982
6,158 3,345 6,566
2,873 5,515 2,683
1,027 1,103 1,450
9,933 9,523 8,365
3,200 5,018 6,588
13,133 14,541 14,953

25
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135,401 153,051
419,585 432,445
23,280 24,046
6,465 7,757
(87,038) (90,612)
497,693 526,687
860,165 861,395
2.7 2.8
4.7 4.6
62,504 59,798
232,027 245,759
21,448 16,812
(44,695) (41,430)
271,284 280,939
7.9 6.0

12 2015 12
8,360
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( )
2016 12
188 1,131 - 1,319
35,254 22,403 - 57,657
22,433 6,933 15 29,381
- 2,197 1,645 3,842
- 11,350 845 12,195
215 23,804 4,640 28,659
- 960 99 1,059
- 830 528 1,358
77,276 7,153 10,263 94,692
_ 5,653 - 5,653
135,366 82,414 18,035 235,815
NAV 6,465
242,280
(16,615) 12) - (16,627)
(19,137) (1,364) @ (20,502)
- ®) - ®
@ (6,524) (44) (6,570)
- @ - @
(25,768) (156) @an (25,941)
(61,522) (8,060) (62) (69,644)
( )
2015 12
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2,725 1,958 - 4,683
42,306 21,538 - 63,844
26,500 5,260 12 31,772

- 3,051 1,924 4,975
- 11,418 1,765 13,183
218 23,344 5,242 28,804
- 891 101 992
- 1,057 538 1,595
81,252 8,271 8,549 98,072
- 3,935 - 3,935
153,001 80,723 18,131 251,855
NAV 7,757
259,612
(15,455) (61) - (15,516)
(13,522) (1,451) - (14,973)
- ® - ()
- @ - @
0} (6,456) (126) (6,584)
- @ - @
- @ (€)) @
(30,790) (538) (66) (31,394)
(59,769) (8,515) (193) (68,477)
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CLO
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2016 12
624
2016 12

552
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CDo
2015 12 461
774
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374 308



( )
(
2016 12 2015 12
1,645 1,924
3.7 23.0 (13.0 ) 3.5 22.0 (11.8 )
8.9 99.0 (60.6 ) 19.6 96.5 (59.4 )
0.8  6.2(2.1) 0.3  5.3(2.3)

GO ()

845
0.8 15.6 (8.7 )
8.9 47.1 (24.2 )

1.1 16.1(7.3)

1,765
3.2 17.0 (7.9 )
4.6 4.2 (27.3 )

1.5  13.8(7.0)

4,640
2.5 25.0 (10.3 )
0.0 85.0 (56.5 )

0.6 15.7(2.9)

5,242
1.6 36.6 (10.7 )
0.0 85.6 (54.8 )

0.7  6.1(2.5)

10,263 8,549
0.8 19.7 (6.8 ) 0.7 21.4 (6.4 )

6.5 25.0 (16.0 ) 7.1 20.0 (14.8 )
3.0 5.2 (4.5 )

4.2 12.5 (6.8 ) 5.5 12.5 (7.6 )

642 651

1.9 14.0 (8.8 ) 0.9 17.9 (8.7 )

0.0 93.0 (61.4 ) 2.7 35.5 (25.0 )

0.9  12.0(4.3)

1.1 11.4(7.0)
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18,131 28,650
574 957
397 701
3,072 3,840
(2,326) (3.842)
(3,503) (6,472)
3,405 1,798
(1,715) (7,501)
18,035 18,131
(193) (244)
20 (28)

19 1)

91 205
(49) (38)
™ 14
12) (116)

69 63
(62) (193)
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2016 12 2015 12

1,924 3,275
60 120
(19) 44
331 566
(320) (598)
(617) (1,569)
510 351
(224) (265)
1,645 1,924
1,765 2,545
60 150

26 34
298 564
(791) (609)
(278) (327)
73 188
(308) (780)
845 1,765
5,242 10,606
261 406
34 (234)
1,078 1,279
(645) (1,668)
(1,823) (3,152)
1,023 752
(530) (2,747)
4,640 5,242

( )
2016 12 2015 12

8,549 11,108
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2016

2016

/(

657
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158 251
371 844
1,122 1,295
(412) (744)
(634) (1,193)
1,732 466
(623) (3,478)
10,263 8,549
651 1,116
35 30
(15) 13
243 136
(158) (223)
(151) (231)
67 4
(30) (231)
642 651

397

397
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2015 12 2015
957
718 /
2015
2015
2015
NAV
NAV

NAV

NAV

701
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2013
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2016 12
2017
NAV
( )
2016 12
4,628 1,393
421 166
410 =
1,006 272
6,465 1,831
( )
2015 12
5,414 2,057
611 344
560 -
1,172 296
7,757 2,697
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2016 12 2015 12
443 382 310 280
189,471 168,946 211,272 192,401
309,037 289,491 345,516 321,458
498,951 458,819 557,098 514,139
4,837 4,811 5,203 5,596
21,530 18,770 35,679 31,179
26,367 23,581 40,882 36,775
36 176 183 204
796 798 165 128
111,032 106,318 96,660 99,235
111,864 107,292 97,008 99,567
3,219 3,187 2,997 3,623
189 197 232 233
8,945 10,487 17,445 17,215
12,353 13,871 20,674 21,071
8,576 8,064 9,372 7,908
39,516 45,826 37,788 38,290
48,092 53,890 47,160 46,198
697,627 657,453 762,822 717,750
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4,347 156 4,567 85
4,180 10 6,660 20
8,527 166 11,227 105
30 40 24 6
55 64 116 27
85 104 140 33
8,612 270 11,367 138
706,239 657,723 774,189 717,888
9,727) 9,727) (9,398) (9,398)

(171,864) (171,864) (194,928) (194,928)

(385,647) (385,647) (426,841) (426,841)

(567,238) (567,238) (631,167) (631,167)

(27,560) (2,940) (26,151) (3,305)
(57,769) (40,046) (62,981) (36,645)
(85,329) (42,986) (89,132) (39,950)

(652,567) (610,224) (720,299) (671,117)

2,547 2,082 3,464 2,617
246 144 384 216
50,879 45,273 50,042 43,938
53,672 47,499 53,890 46,771
(535) (2,085) (498) (1,935)
(15,518) (10,224) (14,008) (10,044)
37,619 35,190 39,384 34,792
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4,425,532 4,402,843
16,646,145 20,738,687
11,131,442 12,953,830
32,203,119 38,095,360
378,432 339,244
1,045,913 1,552,806
1,424,345 1,892,050
13,800 13,073
62,799 14,617
5,576,748 5,461,940
5,653,347 5,489,630
227,707 203,465
3,506 2,839
196,899 230,750
428,112 437,054
605,335 528,419
959,112 927,078
1,564,447 1,455,497
41,273,370 47,369,591
55,328 51,446
36,607 62,022
91,935 113,468
1,703 1,333
8,544 8,615
10,247 9,948
102,182 123,416
41,375,552 47,493,007
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46 506,818 614 507,478
- 21,388 4,979 26,367
- 111,762 187 111,949
- 11,950 403 12,353
1 47,667 424 48,092
47 699,585 6,607 706,239
12) (564,100) (1,417) (565,529)
35 135,485 5,190 140,710
(1,709)
(85,329)
53,672
@n (457,963) (995) (458,985)
- (21,106) (2.,475) (23,581)
- (107,212) (184) (107,396)
- (13,541) (330) (13,871)
(967) (49,083) (3,840) (53,890)
(994) (648,905) (7,824) (657,723)
12 564,100 1,417 565,529
(982) (84,805) (6,407) (92,194)
1,709
42,986
(47,499)
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( )
2015 12

4 567,761 560 568,325
- 34,832 6,050 40,882
- 96,959 189 97,148
- 20,087 587 20,674
46 46,491 623 47,160
50 766,130 8,009 774,189
- (627,548) (2,139) (629,687)
50 138,582 5,870 144,502
(1,480)
(89,132)
53,890
11) (513,275) (958) (514,244)
- (33,518) (3.257) (36,775)
- (99,377) (223) (99,600)
- (20,222) (849) (21,071)
(18) (43,953) (2,227) (46,198)
(29) (710, 345) (7.514) (717,888)
- 627,548 2,139 629,687
(29) (82,797) (5,375) (88,201)
1,480
39,950
(46,771)
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(
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) (381) (398)
(10) 86 (56 /60 ) (25) 92 (53 /55 )
(bps) 31 151(84/57) 31 152(84/57)
) 2,504 2,793
35 91 (65 /68 ) 46 99 (68 /66 )
(bps) 1 993(122/73) 1 1,019(129/86)
0  100(43/35) 0  100(41/40)
1 97 (58 /70 ) 2 97 (58 /70 )
) 3 (34)
25 70 (50 /55 ) 25 70 (50 /51 )
D) 73 (262)
13 68 (33 /33 ) 11 77 (35 /34 )
(1.81)  4.33((0.14)/(0.05)) (1.32)  4.15((0.05)/(0.01))
(19.72)  64.92(25.30/16.43) (10.64)  65.29(3.34/(3.31))
) (3,416) (1,604)
(39) 88 (41 /41 ) (65) 94 (42 /48 )
5 72 (24 /23 ) 5 76 (24 /23 )

314/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

315/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

316/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

/(

/(

/(

/(

ooooOoog

( )

2016 12 2015 12
495 706
@37 67
777 679
115 240
(3,557) (1,864)
782 1,498
352 *
(144) (827)
(1,217) 495
( )

2016 12 2015 12
(398) (40)
¢ (53)
(138) 66
5 3
©) (€©3H)
36 (144)
195 (149)
@37 (50)
(381) (398)
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2,793 3,530
— 92
196 804
20 80
(73) (237)
(516) (640)
179 206
(95) (1,042)
2,504 2,793
(3% (267)
(30) (49)
(42) 40
14 32
@ (10)
90 162
1 @
6 59
3 (34)
(262) (1,142)
(23) 34
101 (52)
24 —
(119) (234)
391 1,034
(23) (35)
(16) 133
73 (262)
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2016
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(1,604) (1,375)
57 43
660 (179)
52 125
(3,360) (1,352)
781 1,086
— (25)
@ 73
(3,416) (1,604)
777
980 (240)
777
679
518
679
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( )
2016 12

5,845 18,376 79,507 103,728
1,763 2,695 4,889 9,347
18,344 8,292 8,428 35,064
3,273 1,415 179 4,867
3,141 9,249 1,341 13,731
(3,543) (5,550) (3,794) (12,887)
28,823 34,477 90,550 153,850
(17,396)

(85,329)

51,125

5,679 10,814 38,812 55,305
2,060 3,328 1,167 6,555
14,720 9,771 5,879 30,370
2,546 1,555 2,315 6,416
7,000 10,426 2,614 20,040
(3,543) (5,550) (3,794) (12,887)
28,462 30,344 46,993 105,799
(17,396)

(42,986)

45,417
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( )
2015 12

4,231 23,278 81,401 108,910
1,664 4,547 5,842 12,053
14,646 8,936 6,353 29,935
6,228 3,897 231 10,356
4,806 7,001 1,550 13,447
(3,660) (5,751) (5,270) (14,681)
27,915 41,998 90,107 160,020
(20,462)

(89,132)

50,426

5,323 13,945 35,592 54,860
1,804 4,704 1,437 7,945
12,378 9,940 10,048 32,366
4,464 3,136 2,526 10,126
5,154 5,802 2,994 13,950
(3,660) (5,751) (5,270) (14,681)
25,463 31,776 47,327 104,566
(20,462)

(39,950)

44,154
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2016 12 435.1
6,904.7 7,339.8 2015 12
452.0 9,234.8
9,686.8
( )
2016 12
0-250 251-500 501-1,000 1,000
/
207,727 5,819 1,016 8,629 223,191
375,208 17,255 8,643 7,986 409,092
52,977 3,928 1,045 233 58,183
635,912 27,002 10,704 16,848 690,466
/

558,305 20,588 10,133 15,186 604,212
119,509 7,712 1,098 1,446 129,765
13,919 606 187 45 14,757
2,436 902 809 5,686 9,833
/ 11,483 (296) (622) (5.641) 4,924
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( )
2015 12
0-250 251-500 501-1,000 1,000

240,468 2,859 2,881 10,533 256,741
514,986 42,399 16,327 26,271 599,983
57,054 6,481 1,567 1,651 66,753
812,508 51,739 20,775 38,455 923,477
722,436 46,313 19,556 33,266 821,571
132,757 6,383 3,372 4,598 147,110
17,110 924 108 190 18,332
2,756 2,596 1,942 12,485 19,779

14,354 (1,672) (1,834) (12,295) (1,447)

/
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oOoOooodn

2016 85 2015

( )

2016 12 2015 12
676 466
864 794
188 328
8,726 7,869
( )

2016 12 2015 12
32,927 29,836
27,840 26,075
677 1,061
2,216 2,689
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80

(

)

80

(
LIBOR
01S
125
/
)
2016 12 2015 12 2014 12
(1,480) (1,613) 1,936

834 898 (2,451)
(646) (715) (515)
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2014
2016 12 2015 12

16.9 22.
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oOoOooodn

)
2016 12 2015 12 2014 12
135 695 576
(85) ©)] 202
2016 2015 2014
2016 167 2015
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( )
2016 12
116,077 — 116,077
82,398 — 82,398
3,211 55 3,266
201,686 55 201,741
(10,609) (3,173) (13,782)
(71,750) (66) (71,816)
(2,647) — (2,647)
(20,516) (557) (21,073)
(10,896) (3,896) (14,792)
(22,185) (7,225) (29,410)
(559) (62) (621)
(139,162) (14,979) (154,141)
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OooooOodd
( )
2015 12
132,853 — 132,853
75,340 — 75,340
4,947 45 4,992
213,140 45 213,185
(12,465) (2,215) (14,680)
(85,998) ¢ (86,069)
(466) — (466)
(22,658) (549) (23,207)
(13,610) (4,133) (17,743)
(18,049) (4,224) (22,273)
(1,201) (52) (1,253)
(154,447) (11,244) (165,691)
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2016 12
2015 12
2016 12 2015 12
10
2016 12
0.4 16.6 3.5
0.1 5.7 2.3
2015 12
0.6 10.0 2.7
1.6 8.8 2.8

10
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15 16

2016 12 2015 12

14

2016 2015
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( )

2016 12 2015 12
45 56
6 2
1 2
10 8
Q) (22)
— 1)
55 45
(11,244) (9,292)
(99) 75
™ 783
(©) @
(10,236) (8,024)
5,983 3,604
(759) (1,213)
1,391 2,824
(14,979) (11,244)
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/(

/(

/(

/(

/(

( )

2016 12 2015 12
(2,215) (1,065)
(22) ©)
(89) 56
(993) (1,252)
146 55
(3,173) (2,215)
(71) (124)
(6) @)
11 55
(66) (71)
(549) (1,091)
® (10
®3) 34
®) @
(150) (504)
273 363
117) (85)
2 745
(557) (549)
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/(
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/(

/(

/(

/(
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( )
2016 12 2015 12

(4,133) (3,712)
C)) 9
(115) 355
(3,837) (3,377)
3,492 2,275
(370) (641)
1,124 871
(3.,896) (4,133)
(4,224) (2,585)
@n Q)
190 352
©) —
(5,201) (2,888)
2,047 846
(272) (464)
265 522
(7,225) (4,224)
(52) (715)
15 5
16 (12)
(55) ©)
14 10
— 23)
— 686
(62) (52)
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2016 12
2016 106
99
21 10
75
2016

2016

2016

2015 12
2015 858
75 783
841 28 (11) /

2015 783

2015
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(10.5)

737
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O00DOo0ooOo0ooo00oo0OooOO(Eossss)

GAAP
)
2016 12 2015 12 2014 12

(1,028) 346 (1,180)
584 771 (592)
(55) (684) (441)
(630) 17) (366)
(1,129) 216 (2,579)
) 2016

2015 339 2014 (12.2)
) 2016

2015 653 2014 (697)
VIE / )
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2016 12
80
71.9

12

15.6

18.3

90
90
2015 12
211
140.1
361
11.2

2016
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O00DOo0ooOo0ooo00oo0OooOO(Eossss)

oOoOooodn
90
( )
2016 12 2015 12
478 1,330
8,101 9,600
2,138 2,391
18
2016 12 2015
362
2016 12 2015 12
281 2015 751 2014
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Ogoooood
DVA 2016 844
544
/ ) 2016
( )
2016 12 2015 12
24,837 20,740
13,828 13,961
4,761 5,271
3,865 2,316
2,890 3,533
50,181 45,821
(509) (414)
49,672 45,407
2016 12 2015 12 498.0 451.9
2016 12 284.0
214.0 2015 12
239.1 212.8
2016 12
2015 12 980.5 939.2
2016 12 327
25.5 2015 12 291 33.2 2016 12
11.0
14.5 2015 12

13.5 19.7
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PCI PCI

PCI

PCI
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oOoOooodn
2016 12 PCI 39.7
14.4 25.1
18 2016 12
85.2 526 2016 PCI
25.1
28.2 63.9 2015 12 PCI 21.2
11.6 941 23 2015 12
55.4 234 2015
PCI
22.7 25.0 64.7
PCI
2016 12 2015 12
39.7 21.2 PCI
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( )
2016 12
18,434 72,323 90,757
27,777 25,722 53,499
46,211 98,045 144,256
2015 12
19,459 64,898 84,357
24,241 29,021 53,262
43,700 93,919 137,619
2016 12
/ 43,146 94,966 138,112
3,065 3,079 6,144
46,211 98,045 144,256
2015 12
/ 40,967 92,021 132,988
2,733 1,898 4,631
43,700 93,919 137,619
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18

2016 12

PCI

PCI

PCI

PCI

144

2015 12

404
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PCI
223 2016 12
142
2015 12

PCI

PCI

PCI
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2016 12 2015

2016 12 2015 12
( )
2016 12 2015 12

414 228
® @

138 187

(35) —

509 414

188 86

44 102

(20) —

212 188
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2016 12 2015 12

2016 12 PCI 2015 12
PCI
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23

( )

2016 12 2015 12

116,925 134,308

184,600 177,638

71,816 86,069

7,524 3,614

2016 12 2015 12 824.0 753.4

26.5 466

348/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

GAAP

2016 12 2015 12
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O00DOo0ooOo0ooo00oo0OooOO(Eossss)

oOoOooodn

)

2016 12
173,561 189,571 128,452 12,495
(56,636) (4,971) (56,636) (4,971)
116,925 184,600 71,816 7,524
(8,319) (4,045) (8,319) (4,045)
(107,148) (170,625) (62,081) (3,087)
1,458 9,930 1,416 392
)

2015 12
163,199 180,203 114,960 6,179
(28,891) (2,565) (28,891) (2,565)
134,308 177,638 86,069 3,614
(4,979) (1,732) (4,979) (1,732)
(125,561) (167,061) (78,958) (1,721)
3,768 8,845 2,132 161
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( )

2016 12 2015 12
317 — 806 —
47,207 115 54,856 101
56,156 1,846 31,547 2,465
208 — 269 —
122 — 2,059 —
8,297 39 6,877 30
831 — 609 —
286 — 101 —
15,028 10,495 17,836 3,583
128,452 12,495 114,960 6,179
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31

91

30

90

(
2016 12
35,939 4,825
47,339 5,034
16,553 500
18,968 1,636
9,653 500
128,452 12,495
VIE
2016 12 2015 12
25.4 22.0
GAAP
2016 12 2015 12
(
2016 12 2015 12
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¢ )
9,380 3,738 13,118 7,952 5,448 13,400
— — — 514 319 833
— — 2.93 3.83
C D
5,562 2,393 7,955 6,702 3,105 9,807
145 305 450 370 343 713
4.06 2.16 2.87 1.54
15,087 6,436 21,523 15,538 9,215 24,753
13,858 5,974 19,832 14,862 8,872 23,734
1,229 462 1,691 676 343 1,019
2016 12 2015 12
285 334 2016
12 2015 12 285
336
2016 12 2015 12 136.5 149.8
2016 12
2015 12 61.8 87.6
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2019

2020

2021

2022
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( )
2016 12

13,118

5,575
702
1,158
321

649

8,405

21,523
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ooooooo

( )

2016 12 2015 12
634,609 636,684
495,717 496,240

2016 12 2015 12

154.7 189.4

( )

2016 12 2015 12

( )
51,278 54,426
61,099 63,880
3,287 1,841
2016 12 2015 12 152.9

195.6

11
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10 23
VIE
( )
2016 12 2015 12 2014 12
12,164 10,479 19,099
233 6,043 2,810
181 — 1,009
12,578 16,522 22,918
189 174 215
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( )
2016 12
25,140 953 24
3,261 540 6
357 15 —
CDO CLO 2,284 56 6
31,042 1,564 36
( )
2015 12
39,088 846 20
2,195 154 17
6,842 115 28
CDO CLO 2,732 44 7
50,857 1,159 72
2016 12 2015 12 2012

2016 12 2015 12 15.8 11.6
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12

VIE

92
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VIE
2016 12 2015 12



10

20

10

20

56

10

3.5

20

44

2015 12

2016 12
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( )
2016 12 2015 12
1,519 1,115
7.5 7.5
8.1 10.4
14) (22)
(28) (43)
5.3 5.5
@GN (28)
(@) (55)
2016 12 56
44 3.5
2015 12
2016 12 2015 12
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12
VIE
VIE VIE
VIE
CDO CLO
VIE
VIE VIE
VIE
VIE 11
VIE
11 VIE
VIE
VIE VIE
VIE
VIE VIE
VIE VIE VIE
VIE VIE
VIE
VIE VIE
VIE
VIE
VIE

VIE
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VIE CDO CLO VIE
VIE
VIE
VIE CDO
VIE
VIE CDO
VIE
/
VIE
VIE
VIE
VIE
VIE
VIE
VIE
VIE
VIE
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CDO CLO VIE
CLO VIE
VIE

CLO VIE CDO
VIE
VIE

VIE

VIE

VIE
VIE VIE

VIE
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VIE VIE VIE
VIE
VIE
VIE VIE
VIE
VIE
VIE VIE
VIE VIE VIE
VIE VIE
VIE VIE
ASU No.2015-02
2016 ASU No0.2015-02
VIE
ASU
No.2015-02
VIE 2016 VIE
107.0
VIE 543 559
VIE 2016 VIE
302

122
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VIE
VIE VIE
VIE VIE
VIE
2016 12 2015 12
VIE 12.8 15.2
( )
2016 12 2015 12
VIE
VIE 70,083 90,145
6,199 7,171
254 177
1,564 1,159
544 1,528
2,196 2,020
7,144 6,936
3,760 4,108
15,208 15,751
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OooooOodd
VIE
( )
2016 12 2015 12
VIE 32,714 62,672
1,936 2,439
1,508 1,115
429 1,324
9 40
163 222
2,109 2,701
CDO CLO
VIE 5,391 6,493
393 624
25 29
2 3
43 106
186 647
2,841 2,633
94 265
3,166 3,654
VIE 8,617 9,793
2,550 3,557
3 3
693 570
2,550 3,557
3,243 4,127
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( )
2016 12 2015 12
VIE 6,405 7,026
293 265
220 145
54 41
72 98
275 500
4,134 4,075
89 —
4,624 4,714
VIE 16,956 4,161
1,027 286
6 —
1,033 263
6 6
1,027 286
2,066 555
2016 12 2015 12 CDO
15.4 40.8 VIE 279 502
VIE
2016 12
2015 12

CDO CLO 2016 12 2015 12
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2016 12
VIE
VIE
( )VIE
VIE
VIE
VIE

2016 12 2015 12
2015 12
2016 12 2015 12
WIE
( )
2016 12 2015 12
300 423
— 1
603 1,534
2,047 2,283
682 471
3,632 4,712
854 858
1 _
— 434
7 16
197 416
334 312
803 556
2,196 2,592

EDINETOOOO

O00DOo0ooOo0ooo00oo0OooOO(Eossss)

366/573

oOoOooodn



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

VIE

367/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

oooooog
( )
2016 12 2015 12
300 423
— 1
603 1,534
1,708 1,585
680 456
3,291 3,999
284 332
1 _
— 2
7 16
803 556
1,095 906
CDO
253 572
2 15
255 587
139 113
— 432
139 545
86 126
86 126
431 413
197 416
334 312
962 1,141
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VIE
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ooooood
13
( )
2016 12 2015 12
12,070 9,956
4,095 4,148
5,550 5,548
219 258
3,547 5,308
25,481 25,218
2016 12 2015 12
79.2 65.9
2015 12 2016 12
2016
12 2015 12 qualified affordable housing
projects 682 581
2016 12 2015 12 76.8
7.7 2016 12 2015 12
59.6 59.3

VIE
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( )
2016 12 2015 12
98 98
183 183
269 269
2,403 2,402
105 105
2 2
606 598
3,666 3,657
( )
2016 12 2015 12
65 92
141 193
105 75
118 131
429 491
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ASC 350
2016
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2015
2015
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( )
2016 12 2015 12

1,065 1,072

(837) 777)

228 295

543 449

(342) (253)

201 196

1,608 1,521

(1,179) (1,030)

429 491

2015 89
67
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2017

2018

2019

2020

2021

2016

2014

LMM

2015

360

LMM

2016 12
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( )
2015 12 2014 12

162

132 217

22
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2016 12

133

113

79

29

19

268
70
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14
( )
2016 12
61,166 4,437 65,603
— 34,905 34,905
16,019 — 16,019
12 7,559 7,571
77,197 46,901 124,098
2015 12
38,715 2,354 41,069
— 32,419 32,419
15,791 — 15,791
1 8,239 8,240
54,507 43,012 97,519
2016 USA GS USA GE
87.6
77.6 165.2
2016 12 2015 12
137.8 146.8
2016 12 2015 12 2.5

FDIC

2016 12 2015 12 FDIC 699.1 554.8
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GS USA
GSIB
( )
2016 12 2015 12
106,037 81,920
18,061 15,599
124,098 97,519
( )
2016 12
2017 11,245 8,262 19,507
2018 6,004 542 6,546
2019 5,350 — 5,350
2020 4,054 - 4,054
2021 3,519 39 3,558
2022 7,671 215 7,886
37,843 9,058 46,901
2016 12 250,000 20.5
85.3
2016 12
2015 12
GAAP

2016 12 2015 12
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OoOoOoOoOodno
( )
2016 12 2015 12
«C ) 13,118 14,233
39,265 42,787
52,383 57,020
10
GAAP
2016 12
2015 12
( )
2016 12 2015 12

23,528 25,373
11,700 12,956
— 208
4,037 4,250
39,265 42,787

1.68 1.52

2016 12 2015 12
215.3 241.1
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16
( )
2016 12 2015 12
«C ) 8,405 10,520
189,086 175,422
197,491 185,942
2056
( )
2016 12 2015 12
93,885 31,274 125,159 90,076 29,808 119,884
2,228 885 3,113 2,114 895 3,009
27,864 19,112 46,976 27,881 16,916 44,797
8,884 4,954 13,838 5,662 2,070 7,732
132,861 56,225 189,086 125,733 49,689 175,422
LIBOR oIS
2016 12 2015 12 1.60 10.04
4.57 1.60 10.04 4.89
2016 12 12 0.02 13.00
3.05 0.40 13.00 3.81
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( )
2016 12
2018 23,814 2,890 26,704
2019 23,012 2,582 25,594
2020 17,291 1,118 18,409
2021 20,005 740 20,745
2022 88,013 9,621 97,634
172,135 16,951 189,086
74.3 2018 386 2019 295 2020

355 2021 586 2022 58.1
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( )
2016 12

— 150 150
71,225 3,493 74,718
17,591 11,669 29,260
83,319 1,639 84,958
172,135 16,951 189,086

( )
2015 12

— 21 21
52,448 2,569 55,017
16,194 6,058 22,252
96,039 2,093 98,132
164,681 10,741 175,422

2016 12 2015 12 2.87
3.90 1.97 2.73 4.33 1.84
2016 12 2015 12
GAAP
2016 12 2015 12
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2016 12 2015 12
2018 2045
( )
2016 12 2015 12
15,058 17,604 4.29 18,004 20,784 3.79
1,360 1,809 5.70 1,359 1,817 5.77
16,418 19,413 4.41 19,363 22,601 3.93
2016 12 148.4
173.9 2015 12 174.7 202.5
2012
22.5
APEX
APEX
2016 2016 12
4.647 2017
14.5
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APEX
2034 15 6.345
253 APEX
2022
2016 APEX
13.2 APEX
2004
28.4
27.5
85
2014 2015 14.3
44.2
13.6
13.2 40.8
6.345 2034
15

10
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17
( )
2016 12 2015 12
7,181 8,149
506 459
1,794 1,280
77 149
VIE 584 501
4,220 8,355
14,362 18,893
2015 12 2016 12
RMBS
18
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( )
2016 12 2015 12

73,664 72,428
34,878 41,277
3,514 3,453
112,056 117,158
25,348 28,874
8,939 5,878
373 249
8,444 6,054
6,014 6,944
161,174 165,157
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( )
2016 12
2018 2020 2022
2017 2019 2021

19,408 14,091 39,665 500

2,562 9,458 18,484 4,374

388 1,356 263 1,507

22,358 24,905 58,412 6,381

25,348 - - -

8,939 - — -

308 21 - 44

6,713 415 108 1,208

5,756 200 15 43

69,422 25,541 58,535 7,676

2016 12 2015 12 980.5 939.2
2016 12 2015 12 68.7 99.2
SMFG
2016 12 2015 12 268.8 270.3

SMFG
950 95
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2016 12

70

SMFG

2015 12
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11.3
2016 12 2015 12
SMFG

21.0 28.6
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2018

2019

2020

2021

2022

2069

309

68

2016
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( )
2016 12

290

282

238

206

159

766

1,941

2015 2014 244 249

2016

27
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2005 2008 100
110
1,250
RMBS
18.0
( )
2016 12
8,873 — 50
/

2017 432,328 33,403 1,064
2018 2019 261,676 — 763
2020 2021 71,264 — 1,662
2022 51,506 — 173
816,774 33,403 3,662
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( )
2015 12
8,351 — 76
/

2016 640,288 31,902 611
2017 2018 168,784 — 1,402
2019 2020 67,643 — 1,772
2021 49,728 — 676
926,443 31,902 4,461
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343.3

GAAP

328.5
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APEX
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APEX
16

2015 12



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

oOoOooodn
2016 12 2015 12
GS
GS&Co. GS
USA
19
2016 2.60 2015 2.55
2014 2.25 2017 17 0.65
2017 2017 30

10b
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26.5

35,217
5.7

2.0

174,489

5.8

15.6

2016
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2016 12 2015 12 2014 12
36.6 22.1 31.8
165.88 189.41 171.79
6,069 4,195 5,469
RSU
2016 2015 2014
31 6.1
RSU 921 10.3 974
2015 2014 5.5
11.1 406
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2016 12

50,000 30,000 29,999 1,000
50,000 32,000 32,000 1,000
25,000 8,000 8,000 1,000
60,000 54,000 53,999 1,000
17,500 7,667 7,667

5,000 1,615 1,615

34,500 34,000 34,000 1,000
46,000 40,000 40,000 1,000
32,200 28,000 28,000 1,000
52,000 52,000 52,000 25
80,000 80,000 80,000 25
31,050 27,000 27,000 1,000
26,000 26,000 26,000 25
509,250 420,282 420,280
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( )

25,000 750

25,000 800

25,000 200

25,000 1,350

100,000 767

100,000 161

2017 11 10 25,000 850

2023 10 25,000 1,000

2024 10 25,000 700

2019 10 25,000 1,300

2020 10 25,000 2,000

2021 10 25,000 675

2026 11 10 25,000 650

11,203

0.01
16
2016 6.30
27,000
2016 5.30
26,000
2019 10 2020 10
2026 11 10
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2016 13.2 10.4 APEX 13.2
13.1 9,833 3,385
APEX
APEX 2016 266
APEX
16
2016 12
LIBOR+0.75 3.75
6.20
LIBOR+0.75 4.00
LIBOR+0.67 4.00
LIBOR+0.77 4.00
LIBOR+0.77 4.00
5.95
2023 10 5.50 LIBOR+3.64
2024 10 6.375 LIBOR+3.55
2019 10 5.70 LIBOR+3.884
2020 10 5.375 LIBOR+3.922
6.30
2026 11 10 5.30 LIBOR+3.834
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2016 12 2015 12 2014 12

« ) ( ) « ) ( ) « ) ( )
953.12 29 950.52 28 945.32 28
1,550.00 50 1,550.00 50 1,550.00 50
1,016.68 8 1,013.90 8 1,008.34 8
1,016.68 55 1,013.90 54 1,008.34 54
4,066.66 50 4,055.55 71 4,044.44 71
4,066.66 13 4,055.55 20 4,044 .44 20
1,487.52 51 1,487.52 51 1,487.52 51
1,375.00 55 1,375.00 55 1,375.00 55
1,593.76 45 1,593.76 45 850.00 24
1,425.00 74 1,425.00 74 760.00 39

1,343.76 107 735.33 59 - -

1,124.38 30 — - — —

379.10 10 - - — —
577 515 400

2016 2016

4,861 1,639 866.67

2017 10
2017 26 239.58 387.50 255.56
255.56 371.88 343.75 398.44 393.75 2017 10
2017 14

1,000.00 2017
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ASU No. 2016-01

( )
2016 12
/C )
( )
(587) (60) (647)
305 (544) (239)
(131) (199) (330)
(413) (803) (1,216)
( )
2015 12
/C )
( )
(473) (114) (587)
(270) 139 (131)
(743) 25 (718)
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20
1956
BHC BHC
RWA
Tierl CET1 Tierl ()
)
) )
2016 12 2015 12
2016 12 2015 12

CET1 5.875 4.5
Tierl 7.375 6.0
9.375 8.0
Tierl 4.000 4.0
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2016 12 ( )25 0.625 ( )25
G-SIB 0.75
)
10.0
Tierl Tierl
2014 2018
CET1 Tierl
CET1 2016 2019
RWA 2.5 0.625
G-SIB 2016
2019 CET1
G-SIB
2014 12 G-SIB 3.0
2.5 CET1 2016

12
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RWA

RWA
RWA

RWA

RWA

RWA

RWA

RWA

RWA
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RWA
VaR
VaR
VaR
VaR
VaR
VaR
VaR
VaR 99
VaR
RWA
RWA
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VaR
RWA
VaR
95 VaR
VaR
VaR
2016
VaR 99
RWA

RWA
RWA
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VaR
VaR
10 99
VaR
VaR
2015
VaR



RWA 2016
Tierl
Tierl
Tier2
Tierl
Tier2

12

2015 12
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oOoOooodn

( )

2016 12 2015 12
75,690 75,528
(2,874) (2,814)
(424) (864)
(346) 487)
72,046 71,363
11,203 11,200
_ 330
(445) (413)
(364) (969)
82,440 81,511
82,440 81,511
14,566 15,132
792 990
722 602
® 19
16,074 16,705
98,514 98,216
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Tierl

RWA

CET1

Tierl

Tierl

36.7
429
2015 12

Tier2

Tier2

Tier2

60

CET1

36.6

196
10.5

CET1
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OooooOodd
( )
2016 12 2015 12
82,440 81,511
16,074 16,705
(722) (602)
15,352 16,103
97,792 97,614
496,676 524,107
549,650 577,651
14.5 13.6
13.1 12.4
16.6 15.6
15.0 14.1
19.8 18.7
17.8 16.9
9.4 9.3
2016 12 2015 12
2016 12 2015 12 257
491 40 2016 12
10.4
2014 2018
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2014
CET1 2016 12
40
2013 12
CET1 Tierl
2014 2018
2016 12 2015 12 CET1
CET1
2016 12 Tierl
40 2015 12
Tierl 25 Tier2 75
Tier2
16
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2018
2015 12 CET1 60
CET1
60 40
Tierl
60 Tier2
2022 10
Tier2

16
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2016 12 2015 12 CET1 Tierl Tier2
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CET1

Tier2

Tierl

Tierl
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Ogoooood
)
2016 12
71,363 71,363
162 162
(839) (839)
16 16
895 895
449 449
72,046 72,046
81,511 81,511
(558) (558)
32) 32)
1,522 1,522
(330) (330)
3 3
324 324
82,440 82,440
16,705 16,103
(566) (566)
(198) (198)
120 _
13 13
16,074 15,352
98,514 97,792
)
2015 12
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CET1

Tier2

40

60

2015 12

EDINETOOOO

O00DOo0ooOo0ooo00oo0OooOO(Eossss)

OooooOodd

69,830 69,830

1,931 1,931
(1,368) (1,368)

75 75

1,059 1,059
(164) (164)

71,363 71,363

78,433 78,433
(1,073) (1,073)
(413) (413)

2,901 2,901
(330) (330)

2,000 2,000
) )

81,511 81,511

12,861 12,545
(53) (53)

3,238 3,238

330 330

286 —

43 43

16,705 16,103

98,216 97,614

2016 12 2016
2015 20 40
RWA
)
2016 12 2015 12
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RWA
124,286 136,841
115,744 111,391
71,319 71,392
41,428 37,687
58,636 62,807
RWA 411,413 420,118
RWA
VaR 9,750 12,000
VaR 22,475 21,738
7,875 9,513
5,338 5,725
39,825 55,013
RWA 85,263 103,989
RWA 496,676 524,107
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( )
2016 12 2015 12

RWA

105,096 113,671

122,792 114,523

14,673 14,901

44,005 40,110

63,431 60,877

RWA 350,087 344,082
RWA

VaR 9,750 12,000

VaR 22,475 21,738

7,875 9,513

4,550 4,717

39,825 55,013

RWA 84,475 102,981

RWA 115,088 130,588

RWA 549,650 577,651
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40 60
RWA
RWA
RWA
VaR
VaR
RWA
RWA
RWA
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OooooOodd
RWA 2016 12
2016
( )
2016 12

524,107 577,651
(531) (531)
(12,555) (8.575)
4,353 8,269
(73) (228)
4,19 4,440
(4,095) 2,630
(8,705) 6,005
(2,250) (2,250)
737 737
(1,638) (1,638)
(387) (167)
(15,188) (15,188)
(18,726) (18,506)
— (15,500)
— (15,500)
496,676 549,650




EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
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2016 12 RWA 2015 12 87.1
RWA
2016 12

RWA 2015 12 187.3
2016 12 RWA 2015 12 60.1

2016 12 RWA 2015 12
185.1

2016 12 RWA 2015 12

155.0
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20 40
RWA
RWA
RWA
VaR
VaR
RWA
RWA
RWA
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RWA 2015 12
2015

( )

2015 12
619,216 570,313
(1,073) (1,073)
(43,930) (8,830)
21,608 19,314
(20,724) 717)
131 934
(8,589) 6,510
(52,577) 16,138
1,762 1,762
(7,887) (7,887)
(7,437) (7,437)
(4,130) (3,433)
(24,840) (24,905)
(42,532) (41,900)
— 33,100
— 33,100
524,107 577,651




2015 12

RWA
425.3
2015 12

RWA
RWA

419.0 2015 12

331.0

RWA RWA

FDIC
GS USA

GS USA

CET1

Tierl

Tierl

EDINETOOOO
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oOoOooodn
RWA 2014 12 525.8
2015 12
2014 12
RWA 2014 12 161.4
2015 12
2014 12
RWA 2014 12
RWA
RWA
FDIC NYDFS
GS USA
GS USA
GS USA
GS USA
2016 12 2015 12
5.125 4.5 6.5
6.625 6.0 8.0
8.625 8.0 10.0
4.000 4.0 5.0
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2016 12 2015 12 GS USA
2016 12
0.625
GS USA
GS USA CET1 Tierl
2016 12 2015 12

GS

GS
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USA

GS
USA
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USA
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GS USA
C - )
2016 12 2015 12
Tierl 24,485 23,017
Tierl 24,485 23,017
Tier2 2,382 2,311
26,867 25,328
Tierl 24,485 23,017
Tierl 24,485 23,017
Tier2 2,382 2,311
(382) (311)
Tier2 2,000 2,000
26,485 25,017
RWA
204,232 202,197
131,051 131,059
CET1
12.0 11.4
18.7 17.6
Tierl
12.0 11.4
18.7 17.6
13.2 12.5
20.2 19.1
Tierl 14.4 16.4
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2015 12 2016 12
2016
2016 12 2015 12
SEC
CFTC 1.17
2016 12 2015 12
171.7 147.5
10
GS&Co.
2016 12
2016
PRA FCA

ooooooo
GS USA
Tierl
GSIB PRA
FCA
GSIB
GSé&Co.
FINRA
GS&Co. CFTC
SEC 15¢ -
GS&Co. 15¢ -
GSé&Co. 15¢ -
146.6 123.7
GS&Co. 15¢ -
500
50 SEC
2015 12 GSé&Co.
L.P. GSEC
GSé&Co.
2015 12 GSEC 15¢ -
17.1 15.9
GSI
GSJCL GSI
GSJCL
2016 12 2015 12
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GS USA
FDIC NYDFS GS USA
2016 12 2015 12
464.9 480.9
GS USA FDIC
GS USA GS USA
2016 12 2015 12 742.4 493.6
2016 12 2015 12 740.9 492.5
2015 12 2016 12 GS USA
2016 GE

14
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RSU

6.0

2016

2015
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oOoOooodn
RSU
RSU
)
2016 12 2015 12 2014 12
7,087 5,568 8,077
427.4 448.9 458.9
4.7 5.3 6.1
3.0 4.4 8.2
7.7 9.7 14.3
435.1 458.6 473.2
16.53 12.35 17.55
16.29 12.14 17.07
2014 0.05
2016 2.8 2015 2014
RSU
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22
( )
2016 12 2015 12 2014 12
2,777 3,293 3,232
( )
2016 12 2015 12
554 599
6,841 7,768
2016 12 104
2016 12 2015 12
300
2016 12 2015 12

18
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)
2016 12 2015 12 2014 12
452 241 227
691 17 (78)
( ) 5,444 5,862 7,537
1,843 1,191 708
1,261 1,141 1,210
9,691 8,452 9,604
878 408 333
442 330 431
( ) 1,251 1,319 1,741
446 429 447
4,242 3,878 3,460
(155) (976) (855)
7,104 5,388 5,557
2,587 3,064 4,047
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( )
2016 12 2015 12 2014 12
1,032 1,116 1,908
139 12) 576
1,184 1,166 901
2,355 2,270 3,385
399 397 190
51 62 38
101 34) 267
551 425 495
2,906 2,695 3,880

2016 2015

422/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

OooooOodd
2016 12 2015 12 2014 12
35.0 35.0 35.0
0.9 0.3 3.2
)
2.0 .7 (1.1
(6.7) (12.1) (5.8)
0.3 ©.7 ©0-3)
1.0 10.2 —
0.3 (0.3) 0.4
28.2 30.7 31.4
2016 2015 ( )
2015 RMBS

423/573



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

Ogoooood
( )
2016 12 2015 12

2,461 2,744
ASC 740 231 197
967 1,200
427 426
100 80
757 521
394 836
5,337 6,004

(115) (73)
5,222 5,931
1,200 1,254
342 853
1,542 2,107
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2016 12 2015 12
427 426
2016 12 2015 12 67 24
2016 12 207 800
2017
2016 12 13.9 2016 12
2015 12
2016 12 2015 12
2016 42 2015 2016
2015
2016 12 2015 12
312.4 285.5 61.8
56.6
2016 12 2015 12
141 101 2016 2015 2014 27
17 45
2016 12 12
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17
( )
2016 12 2015 12 2014 12
825 871 1,765
113 65 204
188 158 263
(88) (205) (241)
(186) 87 1,112)
— 23 )
852 825 871
231 197 172
D) 621 628 699
IRS
2016 12
2011
2007
2014
2014
2007
2016 2008 2010
2011
2012 2013
2013 2017 IRS
IRS
2013 2015
GS USA 2007 2010
GS USA 2014
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2016 2010 2013 2016
2006

25

)
) ) )
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( )
2016 12 2015 12 2014 12

2,932 3,470 2,474
891 1,546 1,750
2,450 2,011 2,240
3,341 3,557 3,990
6,273 7,027 6,464
3,437 3,713 3,688
2,836 3,314 2,776
1,824 2,564 1,844
7,556 7,322 8,461
2,194 3,028 2,079
3,078 3,156 3,153
1,639 1,645 1,504
6,911 7,829 6,736
14,467 15,151 15,197
9,713 13,938 10,880
4,754 1,213 4,317
645,689 663,394 695,674
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2016 12 2015 12 2014 12

2,573 3,781 4,579

1,507 1,655 2,246

4,080 5,436 6,825

2,386 2,402 2,819

1,694 3,034 4,006

198,181 179,428 143,790

4,798 4,887 4,800

421 780 776

569 539 466

5,788 6,206 6,042

4,654 4,841 4,647

1,134 1,365 1,395

14,471 16,009 14,534

30,608 33,820 34,528

20,304 25,042 22,171

10,304 8,778 12,357

860,165 861,395 855,842

2016 114 2015
148 2014 137
2016 396
2015 40.1 33.7 RMBS
2014 754
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( )
2016 12 2015 12 2014 12
1,456 2,472 3,679
880 418 237
251 174 131
2,587 3,064 4,047
( )
2016 12 2015 12 2014 12
126 123 135
489 462 525
215 253 530
168 153 147
998 991 1,337
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( )
2016 12 2015 12 2014 12
18,144 60 19,202 56 20,062 58
8,040 26 8,981 27 9,057 26
4,424 14 5,637 17 5,409 16
30,608 100 33,820 100 34,528 100
6,352 61 3,359 37 7,144 57
2,883 28 3,364 38 3,338 27
1,183 11 2,203 25 2,012 16
10,418 100 8,926 100 12,494 100
(114) (148) (137)
10,304 8,778 12,357
4,337 58 1,587 26 4,558 53
2,270 30 2,914 47 2,576 30
870 12 1,686 27 1,434 17
7,477 100 6,187 100 8,568 100
79) (104) (91)
7,398 6,083 8,477
2015 RMBS

33.7
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( )
2016 12 2015 12

57,657 63,844

6.7 7.4

29,381 31,772

3.4 3.7
2016 12 2015 12
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THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES

Consolidated Statements of Earnings
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THE GDL?MHH SACHS GROUP, IMC. ANMD EUE-SEDIRHIES
Consolidated Statements of Comprehensive Income
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THE GOLDMAN SACHS GROUP, INC_AND SUBSIDIARIES
Consolidated Statements of Financial Condition
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THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES
Consolidated Statements of Changes in Shareholders’ Equity
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THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES
Consolidated Statements of Cash Flows

Year Ended Deommies
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THE GOLDMAK SACHS GROUP, NG AMD SUBSIDIARIES

Motes to Consolidated Financial Statements

MNote 1.
Description of Business

The Goldman Sachs Group, Inc. (Group Inc. or parent
company), a Delaware corporation, together with its
consolidited subsidianies (collectively, the firml, & a leading
global investmem banking, securities and investmen
management firm that provides a wide range of financial
services to 3 substantial and diversified cliem base tha
mcludes corporations, financial mstitutions, governments
and  individuals. Founded in 1862, the firm is
headquantered in New York and maintains offices in all
major financial centers around the world.

The firm reports its activities in the following four business
SERTIEHS:

Investment Banking

The firm provides a broad range of mvestment banking
services 1o a diverse group of corporations, financial
institutions, investment funds and governments, Services
mclude strategic advesory assignments with respect to
mergers and acquisitions, divestitures, corporate defense
activities, restructurings, spin-offs and risk management,
and debt and equity underwriting of public offerings and
private  placements, including local and cross-border
transactions and acquisition financing, as well as derivative
transactions dicectly related to these activities.

Institutional Client Services

The firm facilitates client transactions and makes markers
in fixed income, equity, currency and commodity producs,
pramarily with instnutienal chems such as corporations,
financial mstiutions, imvestment funds and governments,
The firm alse makes markets in and clears cliem
transactions on major stock, options and futures exchanges
worldwide and provides financing, securities lending and
other prime brokerage services to institutional clients,
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Investing & Lending

The firm mvests in and ongintes loans o provide
financing o chents, These mwvestments and loans are
typically  longer-term  in mature., The firm  makes
imvestments, some of which are consolidated, directly and
indirsctly through funds that the firm manages, in debt
securitics and loans, public and private equity sccuritics,
infrastructure and real estate entities. The firm also makes
unsecured loans to individuals through its online platform.

Investment Management

The firm provides investment management services and
offers mvestment prodocts (primanly through separately
managed accounts and commingled vehicles, such as
mutual funds and private investment funds) across all
major asset classes to a diverse set of institutional and
imdividual clients, The firm alko offers wealth advisory
services, inklueding ponfolio management and financial
counseling, and brokerage and other transaction services to
high-net-worth individuals and families.

Mote 2.
Basis of Presentation

These consolidated financial statements are prepared in
accordance with accounting principles generally accepted in
the United States (U5, GAAP) and include the accounts of
Group Inc. and all other entities in which the firm has a
controlling financial interest. Intercompany transactions
and balances have been eliminated.

All peferences o 2016, 2015 and 2014 refer to the firm's
vears ended, or the dates, as the context requires,
December 31, 2016, December 31, 2015 and
December 31, 20004, respectively. Any reference to a future
year refers 1o a year ending on December 31 of that year.
Certain reclasifications have been made o previowsly
reported amounts to conform to the current presentation.
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Note 3.
Significant Accounting Policies

The firm's significant accounting policies include when and
how to measure the fair value of assets and liabilities,
accounting for goodwill and identifiable intangible asses,
and when to consolidate an emtity, See Notes 5 through 8
for policies on fair valoe measorements, Note 13 for
pelicies on goodwill and denifiable intangible assets, and
below amd Note 12 for polices on comsolidation
accounting. All other significant accounting policies are
cither described below or inchided in the following
footnotes:

Finsncusd Insfrumanits Cwenad, 51 Far Value snd Fingros!

Insiruments Sold, But Mot Yel Purchased, at Fair Value Piote 4
Farr Valug Maasuramants Meote &
Cash Instrumants Feota 6
Darrvaids and Hodgng Actntins Fetn 7
Fair Valua Cption Peoe @
Loans Raceimbis Hote 3
Colia toraidod Agribmonts and Finandngs Tt 10
Sapecianitapatt Acvilod Mata 11
Wanaba Intarast Emites Masa 12
Cher Aszsats Iota 13
Dapasis Mote 14
hazene 1o B'YI'-\.'NM""."‘-L Moz 15
LongeTaern Barrowangs Mo 16
Onhes Liabiitios and Accreed Expanses Mota 17
Commilments, Conbngencias and Guaranisss Mofa 18
Sharatiiders’ Eguity Mata 12
Faguiaton and Capilal Adequacy It 30
Earengs Far Common Share Mot 21
Transactions with Affésted Furds Maoda 22
Intasast Income and Inferas] Expenss Masa 3
Inzome Tanbs hooa 24
Busrigss Segmonts Mode 25
Crichl Concantrations Mosa 5
Legal Froceadings Meta 27
E miplyea Banalit Plans Mata 19
E mipliyaa Incoenire Plans Masa =5
Fanant Cofmparny st 30
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Consclidation

The firm consolidates entities in which the firm has a
controlling financial interest. The firm determines whether
it has a controlling fmancial interest in an entity by fisst
evaluating whether the emity is a voting mlercst entity or a
variable interest entiy (VIE].

Voting Interest Entities. Voting interest entities are
entitics in which (i) the total equity investment at risk is
sufficient to enable the entity to finance its activities
independently and (i) the equity holders have the power to
direct the activities of the entity that most significantly
impact its economic performance, the oblization to absorb
the losses of the entity and the right to receive the residual
peruris of the entity. The wual condition for a controlling
financial inrerest in a voling interest entity is ownership of a
maperity volmg wberest, IF the firm has 4 controlling
FIARIY VOUINE INTErest In 3 voung imterest entity, the entity
1% consolidated.

Variable Interest Entities. A VIE 15 an entity thar lacks
one or more of the characteristics of a voting interest entity.
The firm has a controlling financial interest in a VIE when
the firm has a variable interest or interests that provide it
with {i) the power to direct the activities of the VIE that
most significantly impact the VIE's economic performance
and (i1} the obligation o absorb losses of the VIE or the
right 1o receive benefits from the VIE that could potentially
ke significant o the VIE. See Note 12 for further
information about VIEs,

Equity-Methed Investments. When the firm does not
have a controlling financial interest in an entity but can
exert significant influence over the entity’s operating and
financial policies, the investment is accounted for either
{i} under the equity methed of accounting or {ii] at fair value
by electing the fair value option available under US. GAAP.
Significant influence generally exists when the firm owns
20% 1o 50% of the entity’s common stock or in-substance
common stock.

In general, the firm accounts for investments acquired after
the fair valee option becanwe avalable, at faire value, In
certain cases, the fiom applies the egquity method of
accounting to new invesiments that are strategic in nature
or closely related to the firm's principal business activities,
when the firm has a significant degree of invelvement in the
cash flows or operations of the invester or when cost-
benefit considerations are less significant. See Note 13 for
further informarion abour equity-method investments.
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Investment Funds, The firm has formed mumerous
mvestment funds with third-panty investors. These funds
are tvpically organized as hmited pantnecships or himated
Liability companks for which the firm ads as general
partner or manager. Generally, the firm does not hold 2
majority of the economic interests in these funds, These
funds are usually vofing interest entitics and gencrally are
not consolidated because third-party investors typically
have rights to terminate the funds or to remove the firm as
general partner of manager. Investments in these funds age
generally measured ar net asser valwe (NAV) and are
included in “Financial instruments owned, at fair valee”
See MNotes 6, 18 and 22 for further information abom
mvestments in funds.

Use of Estimates

Preparation of these consolidated financial statements
requires management to make certain estimates amd
assumplions, the most impontant of which relate wo fair
value measurements, accounting for goodwill and
identifiable intangible assets, the provisions for losses that
may arise from litigation, segulatory procesdings (including
governmental investigations) and wax audits, and the
allowance for losses on loans and lending commitments
held for mvestment. These estimates and asumplions are
based on the best available information b actual results
comald b materally different.

Revenue Recognition

Financial Assets and Financial Liabilities at Fair Value,
Financial instrements owned, at fair value and Financial
imstruments sold, but not yet purchased, at fair vahse are
recorded at fair value either under the fair valee option or in
accordance with other U.S. GAAP. In addition, the firm has
elected 1o account for certain of s other financial assets
and financial [abilities ar fair vatue by elecring the fair value
option. The dair walue of a financial instrument is the
amonnt that would be recerved 1o sell an asser or paid to
transter a liability in an erderly transaction between market
panticipants at the measurement date. Financial assets ape
marked to bid prices and financial liabilities are marked 1o
offer prices, Fair value measurements do not mclude
transaction costs. Fair value gains or losses are gencrally
included in “Market making” for positions in Institutional
Client Services and “Other principal transactions™ for
positions in Investing & Lending. See Notes 5 theough 8 for
further informuation about fair valuse measurements.
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Investment Banking. Fees drom financial advisory
asspaments and underwriting revenues are recognized in
carmings when the services relmed o the underdving
transaction are completed under the terms of the
assignment. Expenses associated with such transactions are
deferred umtil the related revenwe is recognized or the
assignment s otherwise concluded, Expenses associated
with financial advisery assignments are recorded 35 non-
compensation expenses, net of client reimbursements,
Underwriting  revenues ape peesented net of related

M PETRES,

Investmeant Management. The firm carms management
fees and incentive fees for Investment MAnAgement services.
Managemem fees for mutuwal funds are caloulated as a
percentage of daly net assat value and are received
monthly, Management fees for hedge funds and separately
managed accounts are calculated as a percentage of month-
end et asset valee and are penerally received quarterly.
Management fees for private equity funds are calculated as
a percentage of monthly invested capital or commitments
and are received quarterly, semi-annually or annually,
depending on the fund. All management fees are recopnized
over the period that the related service is provided.
Incentive fees are caleulated as a percentage of a fund's or
separately managed account’s returm, of eXoess return
above a specified benchmark or other performance target.
Incemtive  fees  are generally based on  imvestment
perdermance over a 12-month peried or over the life of 2
fundl. Fees that are based on performanse over a 12-month
period are subject to adjustment prior to the end of the
measurement period, For fees that are based on investment
performance over the life of the fund, future investment
underperformance may require fees previowusly distributed
to the fiem to be returned to the fund. Incentive fees are
recognized only when all material contingencies have been
resolved. Management and imcentive [ee revenuies are
mcluded in “Investment management” revenues,

The firm makes pavments to brokers and advizsors related
1o the placement of the firm's vestment funds. These
payments are calculated based on either a percentage of the
management fec or the investment fund's net asset value.
Where the firm is principal to the arrangement, such costs
are recorded on a gross basis and included in “Brokerage,
clearing, exchange and disrribwtion fees,™ and where the
firme i agent o the arrangement, such costs are recorded on
a net basig in “Investment management ™ revenLies.
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Commissions and Fees, The firm earms “Commissions
and fees” from executing and clearing client transactons on
stock, options and futures markets, as well as over-the-
counter {OTCH transactions, Commissions and fees are
recopgnized on the day the trade 15 execured.

Transfers of Assets

Transfers of assets are accounted for as sales when the firm
has relinguished control over the assets transferred. For
transfers of assets accounted for as sales, any gains or losses
are recognized in net revenues. Assets or liabilities that arise
from the fiem's continuing involvement with transferced
asmets are mitially recognized m faie value, For transfers of
assets thar are mot accoumted for as sales, the assers
generally remain in “Financal mstruments owned, at fair
value™ and the transfer 15 accounted for as a collaterahzed
finamcing, with the relsted interest expense recognized over
the life of the tramsaction. See Note 10 for further
mformation about transfers of asseis accounted for as
collateralized  financings and Nete 11 for further
information about transfers of assets accounted for as sales,

Cash and Cash Equivalents

The fiem defines cash equivalents as highly Hquid overnight
deposits held in the ordinary course of business. As of
December 2016 and December 2003, “Cash and cash
equivalents™ imncluded S11.15 billion and $14.71 billon,
respectively, of <ash  and dwee  from  banks  and
S110.56 billion and $78.73 billion, respectively, of interest-
beanng deposits with banks, The firm segregates cash for
regulatory and other purposes related to client activity, As
of December 2006 and December 2005, $14.65 billion and
518.33 billion, respectively, of ¥ Cash and cash equivalents™
were segregated for regulatory and other purposes. See
“Recent  Accounting  Developmenis”  for  further
information.

In addition, the fiem segregates securtics for regulatony and
ther purposss related to cliemt activty, Se¢ Note 10 for
further mformation about sepregated securitics,

Receivables from and Payables to Brokers, Dealers
and Clearing Organizations

Receivables from and payables to brokers, dealers and
clearing orpanizations are accounted for at cost plus
accrwed interest, which generally approximates fair value.
While these receivables and payables are carried at amounts
that approximate fair value, they are not accounted for at
fair value under the fair value option or ar fair value in
accordance with other US. GAAP and therefore are not
melnded in the firm's fair value hieeacchy in Notes &
through 8. Had these receivables and payables been
mncluded in the finm's fair value hierarchy, substantially all
would have been classified in kevel 2 as of December 20016
and Drecember 2015,
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Receivables from Customers and Counterparties
Receivables from customers and counterparties generally
relave to collateralized rransactions, Such receivables are
prmarily comprised of customer margin loans, certain
transfers of assets accounted for as secured loans rather
than purchases at fair value and collateral posted in
connection  with  cerfain derivative  transactions,
Substantially all of these receivables are accounted for at
amortized cost net of estimated uncollectible amoumnts,
Certain of the firms receivables from cuwstomers and
coumerpartics are accounted for ar fair value under the fais
valee option, with changes in fair value generally incloded
in “Marker making” revenues See Note 8 for further
information  abowt  recewables  frem  customers  and
coumterparties accounted for at fair value under the fair
valee option, In addiion, as of December 2016 and
December 20015, the firm's recevables from customers and
counterpartics included 5260 billion and $2.35 billion,
respectively, of loans held for sale, accounted for at the
lower of cost or fair valse. See Mote 5 for an overview of the
firm's fair value measurement policies.

As of December 2016 and December 2015, the carrving
value of receivables not accounted for ar fair value generally
approximated fair value. While these recevables are carried
at amounts that approximate fair value, they are not
aceounted for at fair value under the [air value option or 2
fair value in accordance with other US GAAP and
therefore are not included in the firm's fair valuwe hierarchy
in Motes & through 8. Had these receivables been inchaded
in the firm's fair value hierarchy, substantially all would
have been classified in level 2 as of December 2006 and
December 2015, Interest on receivables from customers and
coumerparties is recognized over the life of the transaction
and incloded in *Interest income.™

Fayables to Customers and Counterpartias

Pavables to customers and counterparies primanly consist
of customer credit balances related to the firm's prime
brokerage activities,  Pavables to  omtomers  and
counterparties are accounted for at cost plus accrued
interest, which generally approximates fair value, While
these payables are carried at amounts that approximate fair
valee, they are not accounted for at fair value under the fair
value option or at fair value in accordance with other U5,
GAAP and therefore are not included in the firm's fair value
hierarchy m Notes 6 through 8. Had these payables been
included in the firm's fair value hierarchy, substantally all
would have been classified in level 2 as of December 2016
and December 2005, Interest on pavables to customers and
coumerparties 15 recogmzed over the life of the transaction
and imcluded in “Interest expense,”
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Offsetting Assets and Liabilities
Te reduce eredit exposures on derivatives and securities
financing transactions, the firm may enter o master
netting agreemients or similar arrangements (collectively,
netting agreements) with counterpartics that permit 1t o
offset receivables and pavables with such counterparties, A
netting agrecment is a comtract with a counterparty that
permits met settlement of multiple transactions with that
counterpany, including upon the exercise of termination
rights by a non-defaulting party. Upon exercise of such
termunation rights, all transactions govermed by the netting
agreement are tesminsted and & et sentlement amount is
caleulated. In addition, the firm receives and posts cash and
secunties collateral with respeat to s devvatives and
secunities Nnancing transactions, subject to the terms of the
related credit support agreements or similar arcangements
{eollectively, credis support agreements), An enforceable
credit support agreement grants the non-defaulting party
exercising termination rights the nght to Lhquidate the
collateral and apply the proceeds to any amounis owed. In
order 1o assess enforoeability of the firm's right of setoff
under netting and credit support agreements, the fiem
evaluates various factors including applicable bankrupucy
laws, local satures and regularory provisions in the
jurisdiction of the parties to the agreement.

Derivatives are reported on a net-by-counterpanty  hasis
(e the net pavable or recevable for derivative assets and
liabilities for a given counterparty) in the consolidated
statements of financial condition when a legal right of sctoff
exists under an enforceable netting agreement. Resale and
repurchase agreements and securities borrowed and loaned
transactions with the same term and cursency are presented
on a net-by-counterpamy  basis in the consolidated
statements of financial condition when such transactions
meet certain settlement criteria and are subject vo netting
.'igrb(:lran*.

In the consolidated statements of fmancial condntion,
derivatives are reported net of cash collateral received and
posted under enforceable credit suppont agreements, when
transacted under an enforceable netting agreement. In the
consolidated statements of financial condition, resale and
repurchase agreements, and securities borrowed and
leaned, are not reported net of the related cash and
securities received or posted as collateral. See Note 10 for
further information abowt collateral seceived and pledged,
mcluding rights 1o deliver or repledge collareral. See
Moges 7 and 10 for further information about offserting,
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Foreign Currency Translation

Asers and liabiliies denominared in non-LLS. currencies
are eranslated ar rares of exchange prevailing on the date of
the comsolidated statements of financial condition and
revemses ankd expenses are translated at average rates of
exchange for the peried. Foreign currency remeasurement
gains or losses on transactions in nonfunctional currencics
are pecognized in earnings., Gains or losses on translation of
the financial statements of a non-UL5, operation, when the
functional currency is other than the US. dollar, are
included, net of hedges and raxes, in the consolidated
statements of comprehensive inooime.

Recent Accounting Developments

Revenue from Contracts with Customers (ASC 606).
In May 2004, the FASE msued ASU No, 2004-09,
“Revenuwe from Comtracts with Cuostomers (Topic 606},
This ASL, as amended, provides comprehensive guidance
on the recognition of revenue from costomers arsing from
the transfer of goods and services, guidance on accounting
for certaim conteact costs, and new disclosures,

The ASL is effective for the firm in January 2018 under a
modified retrospective approach or retrospectively to all
periods  presented. The dirm's implementation  efforts
incluce identifving revenues and cosas within the scope of
the ASL, reviewing contracts, and analyzing any changes 1o
% existing revenus recogmition policies. As a result of
adopting this ASU, the firm may, among other things, be
requeired to recognize incentive fees earlier than under the
firm's current revenue recognition policy, which defers
recognition until all contingencies. are resolved. The firm
may also be required to change the current presentation of
certain costs from a net presentation within net revenues 1o
a gross basis, or vice versa. Based on implementation work
o date, the firm does not currently expect thar the ASU will
have a material impact on its financial condition, results of
operations or cash flows on the date of adoption.

Measuring the Financial Assets and the Financial
Liabilities of a Consclidated Collateralized Financing
Entity [ASC 810). In August 214, the FASE issoed ASU
Mo, 2014-13, “Consolidation {Topic 8100 — Measuring
the Financial Asseis and the Fmancial Liabilities of a
Consolidated Collateralized Financing Entity (CFEL"™ This
ASU provides an alternative to reflect changes in the faie
value of the financial assers and the financial labilities of
the CFE by measuring either the fair value of the assets or
Labalities, whichever is more observable, and provides new
disclosure requirements for those electing this approach.

The ficm adopted the ASU i January 2006, Adoption of
the ASU did mot materially affect the firm's financial
condition, results of operations or cash flows,
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Amendments to the Consolidation Analysis
(ASC B810). In February 2005, the FASE ssued ASU
N, 200502, “Consolidation (Topic 8 10) — Amendments
to the Consolidstion Analysis.” The ASU eliminates the
deferral of the requirements of ASU No, 200917,
“Consolidations (Topic 810) — Improvements to Financial
Reporting by Enterprises Involved with Variable Interest
Entities™ for certain interests in investment funds and
provides a scope excepiion for cemain investmemts in
money muarket funds, It also makes several modifications to
the consolidation guidance for VIEs and general partners’
wivestments  in limted  pannesships, a5 well as
maodifications 1o the evalnation of whether limired
partierships are VIES of voling interest entities,

The firm adopted the ASU in January 2006, wsing a
madified retrospective approach, The impact of adoption
was a net reduction to both total assets and rotal liabilities
of approximately 3200 million, substantially all included in
“Financial instruments owned, at fair value™ and in = Other
liabilities and accrved expenses,”™ respectively, Adoption of
this ASU did not have an impact on the fiem's results of
operations. See Note 12 for further information about the
adoption.

Simplifying the Presentation of Debt lssuance Costs
(ASC 835). In Apnl 2005, the FASB isued ASU
No, 201503, “Interest = Imputation of Interest
(Subtopic 835-30) — Simplifying the Presentation of Debt
Issnance Costs,” This ASU simplifies the presentation of
debt issuance costs by requiring that these costs related to a
recopnized debt liability be presented in the statements of
financial conditien as a direct reduction from the carrying
amount of that liability.

The firm early adoped the ASU in September 20005, using a
maodifeed retrospective approach. Adoption of the ASU dd
nol materially affect the fiem's inancial condition, results
of operations or cash fows.
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Improvements to Employee Share-Bazed Payment
Aceounting (ASC T18). In March 2006, the FASRE ssued
AL Mo, 2006-09, “Compensation — Stock Compensation
{Topic 718} — Improvements to Emploves Share-Based
Payvment Accounting,” This ASU includes a requirement
that the tax effect related to the settlement of share-based
awards be recorded in income tax benefit or expense in the
statements of earnings rather than directly to additional
paid-in-capital. This change has no impact on total
shareholbders’ equity and is required to be adopted
prospectively. In addition, the ASU modifies the
classifecation of ceftan share-based pavimemt activities
within the statenemis of cash flows and this change is
generally required to be apphed retrospectively. The ASU
alse allows for forferures 1o be recorded when they occur
rather than estimated over the vestmg peniod, This change
is required to be applied on a modified retrospective basis,

The ficm adopted the ASU in Januwary 2017 and the impact
of the restricted stock unit (R3U} deliveries and option
exercises in the first quarter of 2017 is estimated to be a
reduction to the provision for taxes of approximately
5450 million that will be recognized in the condensed
consolidated statements of earnings. This amount may vary
in future perisds depending upon, among other things, the
number of RSUs delivered and their change in value since
gramt. Prior to the adeption of this ASU, this amount would
have been recorded directly o additional pasd-in-capital,
Other prowisions of the ASUwill not have a matenal impact
on the firm's financial condition, results of operations or
cash flows.

Simplifying the Accounting for Measurement-Period
Adjustmants [ASC 805). In Seprember 2003, the FASE
imaned  ASL No.o 20013-16, “Business Combinations
(Topic  803) — Simplifving the Accourting  for
Measurement-Period Adjustments.” This ASU eliminates
the requirement for an acguirer in 2 business combination
to  account for  measurement-period  adjustments
retrospectively,

The firm adopted the ASU i Janvary 20016, Adoption of
the ASU did not materially affect the firm's financial
condition, resulis of operations or cash flows,

Recognition and Measurement of Financial Assets
and Financial Liabilities (ASC 825). In January 2016, the
FASE issued ASU Moo 2006-01, “Financial Instruments
(Topic 825} — Recognition and Measurement of Financial
Assers and Financial Liabilities.” This ASU amends cenain
aspects of recopnilion, measurement, presentation and
disclosure  of  Qnancial  mstrumems, It cludes  a
requirement to present separately in other comprehensive
ingeme changes in fair valoe attribantable to a firm's own
credit spreads {debt valuation adjustment or DVA}, net of
tax, on financial liabilitics for which the fair value option
was elected.
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The ASU is effective for the firm in January 2008, Eacly
adeption s permutted under a2 modified cetrospective
approach  for the requirermemts related o DVA, In
January 2006, the firm eacly adopted this ASU for the
requirements  relaged to DVA, and  reclassified  the
cumulative DV A, a gain of $305 million (net of tax), from
retained earnings to accumulated other comprehensive loss,
The firm does not expect the adoption of the remaining
provisions of the ASU to have a material impact on its
fimancial condition, results of operations or cash fows,

Leasas {ASC 842). In February 2018, the FASE issued ASL
Ne. 2016-02, “Leases (Topic 842)." This ASU requires
thar, for leases longer than one vear, a lesses recognize in
the statements of fnancial condition a rght-ol-use asset,
representing the right to use the underlying asser for the
legse term, and a lease liability, representing the lability to
make lease payments. It also requires that for finance leases,
a lessee recognize interest expense on the lease liability,
separately from the amontization of the right-of-use asset in
the statements of earnings, while for operating leases, such
amounts should be recognirzed as a combined expense. In
addition, this ASU requires expanded disclosures about the
nature and verms of lease agreemenis.

The ASU 15 effective for the firm in January 20109 under a
modified  retrospective  approach. Early adoprion s
permitted. The firm's implementation  efforts  mclude
reviewing existing leases and service contracts, which may
include embedded leases, The firm expects a gross up on its
consolidated statements of financial condition upen
recognition of the right-of-use assets and lease liabilities and
does not expect the amount of the gross up to have a
material impact on its financial condition.

Measurement of Credit Losses on  Financial
Instruments (ASC 326}, In June 2006, the FASE Baued
ASU Mo, 2016-13, “Financial Instruments — Credin Losses
(Topic 3261 — Measurernent of Credit Losses on Financial
Instrumsents,” This ASU amends several aspects of the
measuremgnt of credit losses on fnancial mstruments,
including replacing the existing imcurred credit loss model
and other models with the Current Expected Credit Losses
{CECL} model and amending certain aspecis of accounting
for purchased financial assets with deterioration in credit
quality since origination.
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Under CECL, the allowance for losses for financial assers
that are messured at amortized cost should reflea
management s estimate of crednt losses over the remaming
expected hife of the financial asets, Expected credit losses
for newly recognized financial assets, as well as changes 1o
expected credit losses during the period, would be
recognized in carnings. For certain purchased financial
assens with deterioration in credit quality since origination,
an initial allowance would be recorded for expected credit
losses and recognized as an inceease to the purchase price
rather than as an expense. Expected credin losses, including
losses on off-balince-sheer exposures such as lending
commitments, will be measuced based on  historical
experience, current conditions and forecasts that affect the
collectability of the reported amount,

The ASLU 15 effective for the firm in Janvary 2020 under 2
modified retrospective  approach. Eardy adoption s
penmitted in January 2019, Adoption of the ASU will result
in earlier recognition of credit losses and an increase in the
recorded allowance for cemain purchased loans with
deterioration in credit quality since origination with a
corrmponding increase 1o their gross carrying value. The
impact of adoption of this ASU on the firm's financial
condition, results of operations and cash Mows will depend
on, among other things, the economic environment and the
wype of financial assets held by the firm on the date of
adoption,

Classification of Certain Cash Receipts and Cash
Payments (ASC 230). In Augus 2006, the FASE issued
ASU No.  206-15, “Seatement of Cash Flows
{Topic 230} — Classification of Certain Cash Receipts and
Cash Payments.” This ASU provides guidance on the
disclosure and classification of cerain items within the
statement of cash flows.

The ASL 15 effective for the firm in J.inunr}' 20018 under a
retrospective approach. Eary adoption s permutted. Since
the ASU enly impacts classification in the satements of
cash flows, adoption will not affect the firm's cash and cash
equivalents,

Claritying the Definition of a Business (ASC 805). In
January 2017, the FASB isswed ASU No. 200701,
“Business Combinations (Topic 805) — Clarifying the
Definition of a Business.”™ The ASU amends the definition
of a business and provides a threshold which must be
considered 1o determine whether a transaction s an asset
acquisition or 4 business combination. The ASL is effective
for the fiem in January 2008 under a prospective approach.
Eardy adoption is permstted. The firm s still evaluating the
effect of the ASU on its fimancial condition, results of
operations and cash flows,
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THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements

Restricted Cash (ASC 230). In Movember 2016, the FASE
mamed ASU No. 2006-18, “Sarement of Cash Flows
(Topic 230) — Restricted Cash.” Thas ASL requires that
cash segrepated for regulatory and other purposes be
meluded in cash and cash equivalents disclosed in the
statements of cash flows and i required to be applisd
retrospectively.

The firm early adopied the ASU in December 2006 and
reclassified cash segregated for regulatory and other
purposes into “Cash and cash equivalents”™ disclosed in the
consolidated statements of cash flows. The impact of
adoption was a decrease of 5369 billion, an increase of
5909 million and a decrease of 8309 million for the vears
ended  December 2016, December 2005 and
December 214, respectively, to “Net cash provided by/
{umed for) operating activities,”

In Drecember 2014, to be consistent with the presentation of
segregated cash in the consolidated statements of cash flows
under the ASU, the firm reclassified amounts previously
included in *Cash and securities segregated for regulatory
and other purposes™ mro “Cash and cash equivalents,”
“Securities purchased under agreements o eesell and
federal funds sold,™ “Securities boreowed™ and “Financial
matruments owned, at fair value,” in the consolidared
statements of financal condition. Previously reported
amounts i the consolilited statemems of financial
condition and notes 1o the consolidated financial
statements  have been  conformed to  the  curremt
presentation,

Note 4.

Financial Instruments Owned, at Fair Value
and Financial Instruments Sold, But Mot
Yet Purchased, at Fair Value

Financial imstruments owned, at fair value and financial
mstroments sokd, but not vet purchased, at fair valoe are
accounted for at fair value either under the fair value option
or in accordance with other US, GAAP. Sec Note 8 for
further information about other financial asseis and
finamcial liabilities accounted for at fair value primarily
unsder the fair value option.
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The table below presents the firm's financial instriments
owned, at fair valuwe, and Ninancial instrumems sold, but not
vet purchased, ag fair value,

Frrarcd

By

Franos  Scld B

Instnamans Mot Yer

£ inrelona T I S TH

A3 of Decernbar 2016

hipney manel nstruments -] 1.?1? -1 -
US gemarnmant &nd ladnal spancy ablgatans  BT,687 16,627
NondU 5 govemimant and agency Ghlgations 29.381 20,502

3

Lowns ard secuntas bacioad by

_|:_l'."'l'- i I-?I! raal FJS-!&E{I . _S,iﬂ
Recsdantinl real estate 12.195

Cruparala Bans and dabl sacunbas 28655 B.570

Siate and munwipal chlgatens 1,068 —

I dabl ohigahons 1,358 1
ard aorvaridbla debanturas B4 552 28 941

. ) N
6,455 -

242380 6344

T T B

5295952 $117.143

&5 of Decambar 5015
Iianay matksl mAlrumants _ 5
UL gowarnment and Tecsern| agancy oblgatons
Hanll S5 gevemment and agency ctligations
Losnd and sacunbas Bachad by

Cornmancil real astate 4

Rasdantial raal astale 2
Coiporale ans and GeblL 3ecunies "~ B.0ed
State and municipal oblgatons F
Othes dabl chligatons 2
Edpmtsns arsd somiibs dabantums ¥, 384
Comenodties —
Irvasimanis in funds a May —
Subiteaal 68,477
Darmatives D580 46,771
Total SRART £118, 248

In the table above, money market instroments include
commercial paper, centificates of deposit and time deposits,
Substantially all money market instruments have a maturity
of less than one year.
Gains and Losses from Market Making and Other
Principal Transactions
The table bebow presents “Market making™ revenues by
major  product  type, as well as “Other principal
TEANSICTIONS” Fevenues.

vaar Erddad Dacarrta

£ in el 2018 2% a4
Product Typa

Ittt falas ${1579) Sl13800 315308
Crad 1.854 a20 2582
Curanceas - 6,158 35 [
Edanlis 2871 5515 2685
Commodiies 27 1.193 1450
Market making 9533 ELFE] B,28E
Otk prindipal Lrandactians 3,200 5018 E,5BE
Lﬂlt $13.133 314,541 314,553
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In the table above:

Crains/(bosses) include both realized and unrealized gains
and losses, and are primarily related to the firm's financial
ingroments owned, at fair value and  financial
instruments sold, but not yer purchased, a1 fair value,
including both derivative and non-derivative financial
instruments.

*

Gains/(lessesh exclode related intersst imcoume and interest
expense, See Mote 13 for further information about
interest incoms and interest expense,

Gains/(losses) on other principal transactions  are
included in the firm's Investing & Lending segment. Sec
Mote 25 for net revenues, including net interest income,
by product type for Investing & Lending, as well as the
amouwnt of pet nterest income ncluded i lnvesting &
Lending.

Gans/{losses) are not represemtative of the manner in
which the firm manages s busmess activities because
many of the firm's market-making and cliem facilitation
strategies utilize financial instruments across various
product types, Accordingly, gains or loses inone product
type frequenily offset gains or losses in other preduct
types. For example, most of the firm's bonger-term
derivatives across product types are sensitive to changes
in interest rates and may be economically hedged with
interest rate swaps, Similarly, a significant portion of the
firm's cash imstruments and denvatives across product
ypes has exposure 1o forewgn currencies and may be
economically hedged with forergn currency contracs,

Mote 5,
Fair Value Measurements

The fair value of a financial instrument is the amount that
would be received to sell an asset or paid to rransfer a
Lability i an  orderly transacton  between  mearket
panicipants at the measurement dare. Financial assets are
marked to bid prices and financial habilities are marked 1o
offer prices. Fair value measuremenss do ot include
transaction costs. The fiem measures certain financial assets
and financial labilities as a ponfolio (i, based on its net
exposure to market andlor credit risks).

EDINETOOOO

O00OO0000O000000000000dnoOond(eossss)

The best evidence of fair value 5 a quoted price in an active
macket, If quoded prices in active markets are not available,
fair value @ determined by reference to prices for strmilar
mstruments, quoted prices or recent transactions in less
active markets, or imternally developed medels that
primarily use market-based or independently sourced
inputs including, but not limited to, inferest rates,
vaolatilities, equity or debt prices, foreign exchange rates,
commodity prices, credit spreads and funding spreads (ie.,
the spread or difference between the interest rate at which a
borrower could finance a given financial instrument relative
1o a benchmark interest rate).

US GAAP has a three-level fair value haerarchy for
dischosure of fair valoe measvrements. This heerarchy
priontizes inputs 1o the valuation techniques used o
measure fair value, giving the highest prionty to level 1
inputs and the lbowest priority to level 3 inputs, A financial
instrument’s kevel in this hierarchy is based on the lowest
level of mnput that is significant to s fair wvalue
measurement. In evaluating the sipnificance of a valuation
input, the firm considers, among other factors, a portiolio®s
net pisk exposure to that inpat. The fair value hierarchy is as
fior lbovwes:

Lewvel 1. Inpurs are unadjusted quoded prices in active
markets to which the finm had access ar the measurement
date for kentical, unrestricted assets or liabilites.

Lavel 2, Inpus to valwion technigques are observable,
gither directly or indirectly,

Level 3, One or more mputs 1o valuation technigues are
significant and unobservable.

The fair values for substantially all of the firm's financial
assets and financial liabilities are based on observable prices
and inputs and are classificd in levels 1 and 2 of the fair
valuwe hierarchy. Certain level 2 and bevel 3 financial assets
and financial liabilities may require appropriate valuation
adjustments that a marker participant would require to
artive ar fair value for factors such as counterparty and the
fiemv's erecht quality, funding eisk, transfer restrctions,
Liguidiny and bidtoffer spreads. Valuation adjustments are
generally based on market evidence.

See Notes 6 through 8 for further mformation about fair
value measurements of cash instruments, derivatives and
other financial assets and financial habilities accounted for
at fair valwe primarily under the fair value option (including
information about unrealized gains and losses related o
level 3 financial assets and financial lkabilitees, and teansfers
in and out of level 3), respectively.

Goddman Sachs 2006 Form 104 123

466/573

ooOooood



THE GOLDMAN SACHS GROUP, ING. AMD SUBSIDIARIES

Notes to Consolidated Financial Statements

The table below presents financial assers and finangcial
Babilnies accounted for at fair value under the fair vahae
optionn ar in accordance with other US, GAAP,
Counterparty and cash collateral netting represents the
impact on derivatives of netting across levels of the fair
value hierarchy. Netting among positions classified in the
sami bevel is included in that level,

fin of Dwconnbe
£ in e Z0TE an) L]
Total leval 1 financal assals 5135 400 A EERC]
Total vl 2 finardal asses 419, 585 237,445
Tl ol 3 Tinarcssl a3sans 23,280 4,045
Invastmants in funds o1 N&Y 6,465 757
Thy and cash codasarsl naitin &7 10,6120

Total financial assots at fair value $497.593 MG
Jowlassets _____________ BCOAGE  SBELEE
T vl 3 finarcsl asaels desded By

Tola asdinls 2.7 1 B%

Talal fdvardal a45004 8 [8af vikis 4.7% 4 6%
Total leval 1 financl e 3 $ B2E04 & 20 T7oH
Total leval 2 inancal e 5 132027 2435, 158
Tatal loval 3 finarcal lnbiktios 21,448 1B
Coynlerparty and cosh colatargl natting 4.4, E95] 147,430
Total financial liabisitios at fair valug £2T1 R4 RDED S0
Taital lonwal 3 linarcsal abiblias dnedad by

potsl financesl kebihes 31 lar valee T4% 8.0%

In the table above, total assets inchsdes $835 billion and
5836 billion as of December 2006 and December 2015,
respectively, that is carried ar fair value or a1 amounts that
generally approximate far value.

The table below presents 4 summary of level 3 fimancial
ATRETS.

A of D

& relbeing ﬁ
Cash nislrumants 518095 5 tH0E
Darnatnas 5,190 5870
e hesr Tinarcal asssls 5E A
Total §23ze0 % e

Level 3 fimancial assets as of December 2006 slightly
decreased compared with December 2015, primarily
reflecting a <decrease in level 3 derivative assets, The
decrease in level 3 dervative assefs was  primarily
attributable to settlements and transfers out of level 3 of
certain credit derivative assets. See Notes & through 8 for
further information abous level 3 financial assets.
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EDINETOOOO

O00OO0000O000000000000dnoOond(eossss)

MNote 6.
Cash Instruments

Cash instruments include US. povernment and federal
agency obligations, non-US. povernment and agency
obligations, morigege-backed loans  and  securities,
corporate loans and debt securities, equitees and convertible
debentures, investments in funds at NAV, and other non-
denvatve  financial mstruments owned and  financial
instruments sobd, but not vet purchased. See below for the
types of cash mstruments included in each level of the fair
valee hierarchy  and the valuation techniques  and
significant inputs used to determine their fair values. See
Note 5 for an overview of the finm’s fair value measurement
policies.

Level 1 Cash Instruments

Level 1 cash instruments include cemain money muarker
instruments, U5 government obligations, most non-U.%,
government  obligations, ceftain  government Agency
abligations, ceman corporate debt secunties and actively
traded listed equitics, These mstruments are valued uwsing
quoted prices for wdentical unrestricted  instruments in
active markets.

The firm defines active markets for equity instruments
based on the average daily trading volume both in absolute
terms and relative to the market capitalization for the
instrument. The firm defines active markets for debt
instruments based on both the average daily trading volume
and the number of davs with teading activiey.

Level 2 Cash Instruments

Level 2 cash instruments include most money market
imstruments, most government agency obligations, certain
non=l1.5, government obligations, most mongage-backed
loans and securitics, meost corporate loans and debt
securities, most state and municipal obligations, moss other
debt obligations, restricted or less liquid listed equities,
commodities and cemain lending commitments.

Valuations of level 2 cash instruments can be verified to
quoted prices, recent trading actviry for identical or samilar
mnsteuments, broker o dealer quotations of alesnative
prcing sources with reasonable levels of price transparensy,
Comsideration i given to the nature of the guetations (eg.,
indicative or firm) and the relationship of recent market
activity to the prices provided from allemative pracing
SOMCES,
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THE GOLDMAK SACHS GROUP, NG AMD SUBSIDIARIES

Motes to Consolidated Financial Statements

Valuation adjusrments are typically made 1o level 2 cash
instruments (i) if the cash mstrument & subject to teansier
retrictions andfer (n) for other premiwms and liguadiny
discounts that & market partecipant would require to arnve
at fair value, Valuation adjustments are generally based on
miarket evidence.

Lewvel 3 Cash Instruments

Level 3 cash instruments have one or more significant
valuarion inputs that are not observable. Absent evidence to
the contrary, level 3 cash instroments are initially valued
transacrion price, which is considered to be the best initial
estimate of fair valoe. Subsequently, the firm usex other
miet hodologes 1o determine fair value, which vary based on
the type of ingtrument. Valuation inputs and assumptions
are changed when corrobormed by substantive observable
evidence, incheding values realized on sales of financial
assets,

Voluation Techniques and Significant Inputs of
Level 3 Cash Instruments

Valuation techniques of level 3 cash instruments vary by
instrument, but are generally based on discounted cash flow
techniques. The valuation rechniques and rhe nature of
significant inputs used to derermine the fair values of each
tvpe of level 3 cash nstrument are deseribed below:

Loans and Sacurities Backed by Commercial Real
Estata. Loans and securities backed by commercial real
estate are directly or mdirectly collateralized by a single
commercial real estate propenty or a portfolio of propertics,
and may inclede tranches of varving levels  of
subordination, Significant inputs are gencrally determined
based on relative value analyses and inchsde:

+ Transaction prices in both the underlying cellateral and
instruments with the same or similar underlying collateral
and the basis, or price difference, to such prices;

* Market vields implied by rransactions of similar or related
asaets andlor current levels and changes i market indices
stich as the CMBX (an index that vracks the performance
of commercial momgage bonds);

A measure of expected future cash flows in a defauh
scenano (recovery rates) implied by the valoe of the
underlying collateral, which is mainly driven by currem
performance of the underlying collateral, capitalization
rates and mukiples, Recovery rates are expressed as a
percentage of notional or face value of the instrument and
reflect the benefit of credit enhancements on certain
instramenis; and

Timing of expected future cash flows (duration) which, in
CEtAIn Cases, may moorporate the aimpact of other
unobservable inpurs (e.g., prepayment speeds).
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Loans and Securities Backed by Residential Real
Estate. Loans and securities backed by residential real
estate are directly or indirectly collateralired by pontfolios
of resilential real estate and may mclude tranches of
varving levels of subordination, Significant inputs are
generally determined based on relative value analyses,
which incorporate comparisons to instruments with similar
collateral and risk profiles. Significant inputs include:

+ Transaction prices in both the undedying collateral and
imstruments with the same or similar underlyving
collateral;

Market yields implicd by transactions of similar or related
as5ets;

Cumularive loss expecrations, driven by default rares,
home prce projections, residential propeny liguidation
timelines, related costs and subsequent recoveries; and

Duration, drven by underdyving boan prepayment speeds
and residential property hqudation tmelines,

Corporate Loans and Debt Securities. Corporate loans
and debt securities includes bank loans and bridge loans
and corporate debt securities. Significant  inputs  are
generally determined based on relative value analyses,
which incorporate comparisons both to prices of credit
default swaps that reference the same or similar undeelving
instrument or entity and to other debt instruments for the
same mswer for which observable prices or broker
quotations are available, Significant inpurs inglude:

Market vields implied by transactions of sirmilar or related
assets andlfor current levels and trends of market indies
such as CDX and LCDX (indices that track the
performance of corperate credit and boans, respectively):

Current perormanes and recovery assumptions and,
where the firm wes credit default swaps to value the
related cash imstroment, the cost of borrowing the
underbying reference obligation: and

+ Dration.

Equities and Convertible Debentures. Equitics and
convertible debentures include provare equity investments
and investments  in real ctate. Recent third-pany
complited or pending transactions (eg., menger proposals,
tender offers, debt restructurings) are considerad 1o be the
best evidence for any change in far valioe. When these are
not available, the following valuation methodologies are
used, as appropriate:
+ Industry mubtiples (primarily EBITDA multiples) and
public comparables:

= Transactions in similar instruments;
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THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements

* Discounted cash flow techniques; and
= Third-pany appraisals.

As ol Dasamber 2018
Léwed 2 Lewel 3 Tesl

£ o mbong Laswal 1

Assats

. . WMoy rasbsl ingirurssnts £ 18 $19M f - £ 119
The firm alo considers changes in the owlook for the 0% gowrnmant and federl
relevant industry and financial performance of the issuer as o pency coigations 5754 FrAM —  5LEST
compared 1o projected performance. Significamt inpurs 0 FITN T
wnclude: Coars arvd sacuries backed by o
B Cammmarcinl foal e3tste = L2107 1645 1842
+ Market and transaction multiples: Firsackbrl s el ik ib I L R A
. o Corparate ans i duwbl
* Discount rates, growth rates and capitalization rates; and secunbos 216 23804 4640 ZNELS
) . _ . Siate and Ml ob kgl - L] 9% 1.05%
= For equity instruments with debe-like festures, market Dithar d.-.b-q_.u_l.pxm-.h'j T = Eb Gew ia6e
yields implied by transactions of sumilar or related assets, Eﬁ;’;ﬂ"ﬁ GonvRrEk .
1 NS -
j;r':.:ﬁnpcrfmmm'c and recovery assumptions, and Correridits ——Ep5T T
N sublodi
N . :'l‘\.;{ll"'r@l'lrﬁ L] m'} AN T -_am
Other Cash Instrumients. Other cash instruments consists Tota cosh mshament et I
of mon-LL.5. government and agency obligations, state and Llsbilities
municipal oblipations, and other debt  obligations. U5, gevarnment and feckiral
Sipnificant inputs are generally determined based on Q?Q*EEET-’;TEJ,;;  BURSTHE NHE - 86
relative wu!ue .ﬂmt'_meg., which incorporate compansons agancy obbgations _nann e a5z
both te prices of credit default swaps thar reference the Lot wred Sacuritees Backed by
same or similar underlying instrument or entaty and o c;ﬁﬁ;;::?:ﬁ:h_ = L] = Ll
ather debt instruments for the same ssuer for which secanber ' 121 (RE4) 4y RE0
observable prces or broker guetations are available, Diihat J4E1 abligatcna - [Li] - il
Stniicant npus include: T v an imenn
* Market vields implied by transactions of similar or related kil Aramant
assets andfor current levels and trends of market indices; ol Dwcaniar 2016
+ Current performance and recovery assumptions and, :“”'5‘5“"’ Lowl 1 Lovell  Lavold Tetat

where the firm wses credit default swaps to value the

Miondy mackel insiruments & 276 E106R § £ 4502
related cash instrument, the cost of borrowing the U5 gowernmant and Tedeml
umderdyi f, bligation: BgEncy chbgatons 42906 21.6538 —  EIBA4
derlying reference obligation; and el poveneniad
« Dhuration. g hcy obbgaliang 8B b2 12 .72
Loans sed sociamis Sacked by
Fair Valua of Cash Instrumants by Laval Commancin roal istasn a061 1823 4878
bles bel wash i _Pu-mnlur Tedl astate — 11418 '...'1'5 13,183
'I.'I-:c_ tables ow present cash instrument assels and PPy = o B - —
liabilmies at fair value by level within the fair valse z—w' oty 218 31;»: 5341 Z8o0d
i b It . 1l sl Fiunicpal ob bgatons 1 (L] o
hierarchy. Inthe tables below I i A A S
« Cash instroment assets and lLabilities are included in 'q'-";‘_’!r"’vl"“-v”m' G men mees e
“Fimancial instruments owned, at far valwe™ and {gi:;rmu: e T = & ?gfﬁ-
“Financial instruments sold, but not yet purchased, at fair Tobiei LT OV R wLTR
value,™ respectively. [wmstnmsnts = Fewds a1 Ay 1.4h7
Total cagh mgirurrant apsats $255.612
* Cash instrwment asscis are shown as positive amounts Lilﬁﬁ'liﬁ
and cash instrument liabilities are shown as negative 5. guemnnimard and fackml
AERGUALS. ﬂm;@»qalm} e ENEJRR S B X ENEFIR
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BB Ry SbbgElang X .4610 — 114575
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Motes to Consolidated Financial Statements

Inthe tables above:

+ Total cash instrument assets mclude collateralized debst
oblgations (CDOs) and collateralized loan obligations
(CLOs) backed by real estate and corporate obligations of
5461 mullion and 5405 millon in level 2, and
5624 million and 5774 million in bkevel 3 as of
Drecember 2016 and December 200 5, respectively.

Level 3 equities and convertible debenture assets imclude
8944 billion and 5769 billion of private eguity
investments, 3374 million and 5308 million of
investments in real estate entities, and 5451 million and
$552 million of comverible debentures as  of
Drecember 2016 and December 2015, respectively.

Money marker instruments include commercial paper,
certifpcates of deposit and time deposits.

Significant Unobsarvable Inputs

The table below presemts the amount of level 3 asets, and
rames and wenghted averages of significant unobservable
inpasts used to valoe the firm's level 3 cash instruments,

Leval J dsmats snd Fange of Sondiant Unobasrvabis
It D¥eghiod Aversgel e of Decemies

£ in el 2018 2CHE
Loans ard cecurities backed lyy commancial real astate

_rw-:- ﬁ.-l 5 ii,l“ R

Fiakd 7% to 23,0 1“m SE%, o 20
Fim:w'\.rr&'n 8.5% o 99.0% (B0.6%) 15 6% o 55 5% (56 4%
.. .8 toB2(21] l.'l_-ul.'-‘-JIJJ
Basis lpointsl TTTTTUUMAA . s i
Loans and securities backed by residential real sstate

Lirvee] 3 Saials 8245 21,765
Tl 0% to 16.8% (8. T%] 3 1% 0 17 0% 17 3%

Cumulatigs boss e B.9% o 47.1% (24.2%) 4 6% to 44 2% (27 3%}
Druraticn fyeassl

T 25 to 25,0 (10.3%) 1 6% 10 %6 6
0% o B5.0% (BB.EY) O 0% no B 8% (54 8%|
Dwration iyears] 0.6 to 15.712.9] D7i0E Y (25
Equitios and convertibbe debentures

Loval 3 peeals

Rtry fate

T R WA 300 05 0% 45
Capriahzston rale A2% to 12.8% (6.8%) 55 10 12 5% [T8%E|
Othaet cash instrumants
Lavel 3 azsals o Seaz __8e51
Yiakd 1.9% to 14.0% (8.8%) 0 5% 1017 5% (2 7%]

0.0% to 93.0% 161.4%] 7 7% 1o 35 5% 6 0%)
9.8 to 12.0(4.3] 118114 701
Inthe table above:

+ Ranges represent the significant unobservable mpans tha
weere used in the valwation of each type of cash mstrument..
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= Weighted averages are calculated by weighting each input
bw the relative fair value of the cash instruments.

* The ranges and weighted averages of these inputs are not
representative of the appropriate inputs to wse when
caleulating the fair value of any one cash instrument. For
cxample, the highest multiple for private equoity
investments is appropriate for valuing a specific private
cquity investment but may not be appropriate for valuing
any other private equity investment. Accordingly, the
ranges of inpus do nol represent unceramnty in, or
possible ranges of, fair value measurements of the firm's
level 3 cash instruments.,

*

Increases in yield, discoumt rate, capitalizaion rate,
duration or cumulative loss rate used in the valuation of
the fiem's level 3 cash instruments would result in a lower
fair value measurement, while increases in recovery rate,
basis, multiples or growth rate would resubt in a higher
fair value measurement. Due to the distinctive nature of
cach of the firm's level 3 cash instruments, the
intersclationship of inputs is not necessarily uniform
within each product type.

+ Equities and convertible debentures include private equity
ivestments and investments in real estate enfities
Growth rate includes long-term growth rate  and
compound annual growth rate.

* Basis {points} and growth rare were not significant to the
valuation of level 3 assets as of December 2016,

* Loans and securities backed by commeraial and residemial
real estate, corporate loans and debt securnees and other
cash instruments are valued uwsing discounted cash flows,
and equities and convertible debentures are valued using
market comparables and discounted cash flows.,

+ The fair value of any ene instrument may be determined
psing multiple valuation techniques, For example, market
comparables and discounted cash flows may be used
together to determine faie value, Therefore, the level 3
balance encompasses both of these technigues.

Tramsfars Between Levels of the Fair Value Hierarchy
Tramsfers between levels of the faie value hierarchy are
reperted a1 the beggnning of the reporting peried i which
they occur, See “Level 3 Rollforward” below for
information about transfers between level 2 and bevel 3.

During 2006, transfers mte level 2 from kevel 1 of cash
instruments were 5135 million, reflecting transfers of
public equity securities due to decreased market activity in
these instruments. Transfers into level 1 from level 2 of cash
ingruments during 2016 were 5267 million, reflecting
teansfers of public equity securities due to increased market
activity in these instramens.
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THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements

During 2015, reansfers inte Jevel 2 from level 1 of cash
mstruments were 5280 million, reflecting teansfers of

The table below disaggregates, by product type, the
infermution for cash ingroment assets meluded in the

public equity scurmties primanly due 1o decreassd market surmamary table above,
activity i these imstruments, Transfers into level 1 from
kevel 2 of cash instruments during 2015 were $283 mallion, Year Ended Decomiber
reflecting transfers of public equity securities due to £ o nsion 1016 WAL
increased market activity in these instruments, Loans and securiths bocked by commerclal real estate
Level 2 Bolforward Begannmg balance § 1924 5 0%
The table below presents a summary of the changes in fair i_ :W'“:‘j;:'" f'q:j:_wfi : Ia:i 'i":
walue for level 3 cash instrument assets and liabilities, In the LU anoseey — -
bl be Purchasos M 2=
table below: Sels ey isew
= Changes in Barr value are presented for all cash instrument Solllanents (617} (1,568
assers and labilities that are categorized as level 3 as of Teanstors into el 3 £10 351
the end of the period. Transters out of lovet 3 (224} 1265
. . . [ balancs § 1845 3 1904
= Net unrealized gams{losses) relate 1o mstruments that Ending balen —
weresiill held st pesiod-end Loans and securities backed by residential real estate
pe - Bisginng balinea 51785 3 2545
* Purchases mgl onginations and secondary purchases. Nat raakzed gunafiaasas) ;
Purcha Tude at nd neda ha Hat raakzed B 150
* If a cash instrument asset or liability was transferred to f;iarr.\-:-mr.-skm gainaiassasl ;: 5133“
fevel 3 during a reponting period, its entire gain or loss for :‘;L;.ms. = Im;.
the period is inchsded in level 3. For level 3 cash instrment ::'«aiuerﬂa'ﬂa' N - T |3?_"|
assels, incocases are shown as positive amounts, while Transters into level 3 7 T
decreases are shown as negative amounts. For level 3 cash Teanasers oat of Mt 3 T la0e) 70
mstrument  labilities, increases are shown as negative Ending balance § 848 % 1.7i%
amonnts, while decreises are Showit 48 posative Ao ts. Corporats loans and debt securities
+ Level 3 cash instruments are frequently economically hedged Begnnng balance § 524 310,606
with level 1 and level 2 cash insteurments andior level 1, et reskzad gainsfiossas) 261 a0k
- - . . [ | KT ¥ % 0l - )
level 2 or level 3 derivarives. Accordingly, painsor lossesthay  [ERun1esT2ed gainsiisses) . B
. . Purchasss 1078 127
are reported in level 3 can be parially offset by gams or B T iiaEr e
losses attributable to level 1 or level 2 cash instruments andf Sotlarnants ez e
or level 1, level 2 or level 3 derivatives, As a result, gains or Transtors mee vl 3 B 1022 757
losses included in the bevel 3 rollforward bedow do not Transdars cut of lavet 3 B30} (2040
necessarily represent the overall impact on the firm's resulis Endling balance § 4640 3 5242
of operations, liquidity or capital resousces. Equiths and convartibls dabantures
i Erchnd Dacarriee Begnrogbelince 58543  G1T108
£in prdlliony 2018 2018 Hat roakzod gains 1 il
Totsl cath WEGUmMEnt S958T5 Hat urinahzod ganslassash Ery £4d
Bagmryg balsnce siBa  gompsy urchesds i P
ot realized ganylossas] 574 Coi - — w2} maal
et unresized gainaiosses! 397 Tal e feda} 11193
Punchisis T e A Transters into lewal 3 1732 455
Saten - 'm' I--,'I?:?:. Teanalors cut of lowol 3 [623) [53.478
Seldamants (3503) _ G4vs)  Sndingbalance Lt R
Transdoss inis bval 3 3406 1,753 Other cash instruments
Tranafers cul of level 3 (LAE) .50y Begnnng balnce § 1 5 L1G
Ending balance S1B,038  G16.131 et realzed gainsiinssest 35 30
Total cash instrument liabilities Mol urmasieed gainadosseal - (LT ]
Bexginring bislsnios $ [193) 5 lzeqy  Purehises 243 o
Mot realzed gainslllosses) 0 () atas - — (158} FFE]
hat unrazized oainafossas) 1 [F11] 5_""5_”“!"":1._ B __Il'n} _._IE?"I
e ) Teanators into kel 3 &7 a1
Zalas 143 [25) Tranddors cul of lowol 3 i3a} 1231}
Ealllements i7 na Ending balancs § B4 5 E5T

Erding balancs $ {gR} 5 iEw
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Level 3 Roliforward Commentary

Year Ended December 2016, The ner realized and
unrealized gams on level 3 cash ingtrument assets of
971 million (reflecting $574 million of net realized gains
and 5397 million of net wnrealized gams) for 20016 mclude
gainsf{losses)  of  approximately  $(311)  million,
5625 milion and %657 millien reported in “Market
making,” “Other principal transactions™ and “Interest
imcome,” respectively.

The net unrealized gain on level 3 cash instrument assets of
£397 million for 2016 primarily reflected gains on private
eqquity nvestments, principally doiven by strong corporate
performance and company -specific events,

Transfers into bevel 3 during 2006 primariby reflected
trarsfers of Certain private squily inVestments, corporate
lerans and debt securities, and loans and securities backed
by commercial real estate from level 2, principally due to
reduced price transparency as a result of a lack of market
evidence, incleding fewer market tramsactions in these
instruments.

Transfers out of level 3 during 2018 primarily reflected
transfers of certain private equity investments, corporate
leans and debt securities, and loans and securities backed
by residential real estate 1o level 2, principally due to
increased price transparency as a result of market evidence,
including market transactions in these InStrumenis.

Year Ended December 2015, The ner realived and
unrealized gans on level 3 cash insrumemt assets of
5166 hillion {reflecting $957 milllon of net realized gains
and §701 mullion of net unrealized gains) for 2015 mclude
gainef{losses)  of  approximately  5(142)  million,
5108 bilion and 5718 million repored in “Market
making,” “Other principal transactions™ and “Interest
income,” respectively.

The ner unrealized gain on level 3 cash instrument assets of
701 million for 2015 peamarily reflected pains on private
equity investments, principally driven by company-specific
events and strong corporiate perforimcinee.

Transfers into level 3 during 2015 primanly reflected
transfers of certain corporate loans and debt secorities,
private equity investments and leans and securities backed
by commercial real estate from level 2, principally due 1o
reduced price transparency as a result of a lack of market
evidence, incleding fewer market tramsactions i these
st ruments.
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Transfers out of level 3 during 2015 pramarily reflected
transfers of certain privale eguily investments, corporane
loans and deb securities, and loans and securities backed
by residential real estate o level 2, principally due 1o
increased price transparensy as a result of market evidence,
including market transactions in these instruments, and
transfers of certain corporate loans and debt securitics to
level 2 principally due to certain unobservable vield and
duration inputs not being significant 1o the valuation of
thess instruments.

Investments in Funds at Met Asset Value Per Share
Cash instruments a1 Gair valee include investmenis in funds
that are measured at NAV of the investment fund, The firm
uses MAY 1o measure the far value of its fund investments
when (1} the fund mvestment does not have a readily
determinable fair valoe and (i) the NAV of the investment
fund is <alculated in 2 manner comsistent with the
measurement  principles  of  investment  company
accounting, incleding measurement of the investments at
fair value,

The fiem's investments in funds at NAV primarily consist of
investments in firm-sponsored private equity, credit, real
estate and hedge funds where the firm co-invests with third-
PAFTY INvestors.

Private equity fumds primarily invest in a brosd range of
industries  worldwide, including  leveraged  buyours,
recapitalizations, growth mvestments  and  dstressed
imvestments, Credit funds generally invest in loans an<d
other fixed ncome instruments and are focused on
providing private high-yield capital for leveraged and
management  buyouwt  transactions, recapitalizations,
financings, refinancings, acquisitions and restructurings for
private equity firms, private family companies and
corporate issuers. Real estare funds inves globally,
prifarily in feal Gtate companies, loan portfelios, delt
recapitalizations and propeny, The pavate equity, credit
and real etate funds are primanly closed-end fumds in
which the firm’s mvestments are generally not eligible for
redemption, Distributions will be received from these funds
as the underlying assets are liquidated or distributed.

The firm alss imvests in hedge funds, primarily muolti-
disciplinary hedge funds that employ a fundamental
battom-up investment approach aceoss various asset classes
and steategies. The firm's investments in hedge funds
primarily mclude interests where the underlying assets are
illiguad in nature, and procesds from redemptions will not
be recewved unnil the underlving assets are liguidated or
distribured.

Goddman Sachs 2006 Form 104 129
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THE GOLDMAN SACHS GROLUP, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements

Many of the funds deseribed above are “covered funds™ as
defined by the Volcker Rule of the US. Dodd-Frank Wall
Sereet Reform and Comsumer Protection Act (Dodd-Frank
Aat). The Board of Governors of the Federal Reserve
Svstem (Federal Reserve Board} extended the conformance
period for investments in, and relationships with, coverad
funds that were in place prior to December 2003 through
July 2017, and in December 2016 permitted banking
entitics 0o apply for an extension of up 1o an additienal five
vears for legacy “illiguid funds”™ (as defined by the Valcker
Rule). The firm has applied for this extension for
substantially all of s inwestments in, and eelationships
with, coversd funds in the table below, To the extent that
the firm does nat peceve an extension, the fiem will be
recquired o sell ats interests in such funds by July 2017, If
that occrs, the fim will hkely recerve a value for its
mferests that s significantly less than the then carrying
value as there could be a limited secondary market for these
investments and the firm may be unable to sell them in
orderly transactions.

The table below presents the fair vahse of the fiem's
investments an funds ar NAY and related unfunded
COMIMEMES,

Fan WVahpp ol ETE

§ in el Emiilns Coeninirmn
Az of Decornber 2016

Frvvats 54 528 §1,333

Cradi fun 421 166

Hadge funds 410 -

Pt @urate Tunds 9,008 Fird

Total 35,455 1,831
s of Dacember 2015

5414 S.057

E11 S

— =

Fanl astale lunds 1,472 e

Tl £7.757 £2.697

Note 7.

Derivatives and Hedging Activities

Derivative Activities

Derivatives are instruments that derive their value from
underlving asset prices, indices, reference rates and other
inputs, or a combination of these factors. Derivatives may
be teaded on an exchange (exchange-teaded) or they may be
privately negotiated contracts, which are usually referced vo
as OTC derivarives, Certain of the firm’s OTC dervarives
are  cleared and  seutled  through  central  ¢leanng
coumterparties (OTC-cleared), while others are bilateral
sontrads between two counterpartses {(bilateral OTC),

130 Goldman Sachs 2076 Fosm 10-K

Market-Making. As a market maker, the firm enters into
dervative rransactions to provide ligusdity 1o chenms and to
facilitare the transier and hedsong of their risks. In this rale,
the firm ty pecally acts as principal and is required o commit
capital to provide execution, and maintains inventory in
response to, oF inanticipation of, client demand.

Risk Management. The firm alo enters into derivatives to
actively manage risk exposures that arise from its market-
making and investing and lending activities in derivative
and cash instruments. The firm’s holdings and exposures
are hedged, in many cases, on either a portfolio or risk-
specific basis, as opposed 1o an mstrument-by-nstrament
basis, The offserting impact of this economic hedging is
reflected i the seme business segment as the related
revenues. In addinion, the firm may enter into derivatives
designated as hedpes under U5, GAAP, These derivatives
are used to manage interest rate exposure in certain fixed-
rate unsecured long-term and short-term borrowings, and
depaosits, and to manage foreign currency exposure on the
net investment in certain non-1.5. operations.

The firmenters into vareous types of derivatives, including:

+ Futures and Forwards. Conracts that  commit
counterpartics 1o purchase or sell financial instrumens,
commodities or currencies in the future.

+ Swaps. Contracts  that  require  counterpartics 1o
exchange cash flows such as currency or interest payment
sreans. The amounts exchanged are based on the
specific terms of the contract with reference 1o specified
rates, financial mstruments, commeadities, currencies or
midaces,

* Optiens. Contracts in which the option purchaser has
the right, bt not the obligation, to purchase from or sell
to the option writer financial instruments, commodities
or currencies within a defined time period for a specified
price.

Derivatives are reponted on a net-by-counterparny  basis
{i.e., the et payable or receivable for derivative assers and
liabilities for a given coumerparty) when a legal nght of
setofl exists under an enforceable netting agreement
{coumterparty nettingh. Derivatives are accounted for at fair
value, net of cash collazeral meceived or posted under
enforceable credit swpport agreements (cash collateral
nettingl. Drerivative assets and liabilities are included in
“Financial instruments owned, at fair value™  and
“Financial instruments sobd, but not yet purchased, at fair
valee,” respectively. Realized and unrealized gains and
losses on derivatives not designated as hedges under
ASC B15 are included in “Market making” and “Other
principal transactions™ in Note 4,
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Motes to Consolidated Financial Statements

The t1ables below present the gross fair vahse and the
netional amount of denvative contracts by magor product
tvpe, the ameunts of coumterpany and cash collateral
netting in the comsohdated statements of financial
condition, as well as cash and secarities collateral posted
and received under enforceable credit support agresments
that do not meet the criteria for netting under U3, GAAP.

fis of Docamber 2016 ia of Decnrres 7015
Derivative Derivative  Doronne Domatee

¥ w0 milloris Bpsats  Liabilices dynals Lizbabreey
Mot sccounted for as hodges

E:l." I1II\.H|cdl.-\J ) _i ) “ﬂ - Iﬂ !_ :I‘Cl_ 3-_2:?_'!_
OTC-cleared AT 133,!43
Bilateml OTC 05087 IR9AT iFy 1‘»‘:'I
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..... el Afrduits i o Dacerbar
F i ralkand 2018 NG

Net accourted for as hedges
Exmchanga-irsded

§ 4.425532 § 4400543

QT Lceata R ; 16645145 LT I6ET
Bilalecal OTC 11,11 .-“2 17,063,250
Total i ratas 32,203,119 5,005 3

Bisteml 0 C

Totalinterast rates 498,951 458818 L. 00 -
' : 8237 aan ,”-u

Total commedities AZE 112

TS ] 73 . 605335
Total credit HJG_T !‘3.5._1 082 555,112
Exchange-traded 6 178 163 1,564,447
OTCchoarad TR T8 165 41273370
Hitsiaral OTC 111,032 106318 Accountad for as hedgoes
Total curnancing 111.864 107252 OTC-clasred 55,328
3187 Bitstaml OTC 36,607
83 187 Total interest rates 91,536
B85 10487 OfCoepred 1708
Tm::mmaanm 12353 1387 Sitateenl QOTC 8,544
harnge-lraced B.5T6 B0 Total mrr-n-fa'“ 10,247
il :,|.-|;.-| TG 39516 45876 o0 Subtotal 102,182 123,416
Total las. 48,092 53.850 AT.160 4E.158 Total notinal amount $41.375 552 &7 435007
Subrtotal BIT.EIT  E5T.A453 Mlaid ML
.lu:muu:-dfnrn hedges In the tables above:
4,247 166 4 567 o . .

- a1 n;b;., ‘I_.J, * Ciross [air values exclude the effects of both counterparty
Tmhmrtuuiu 8527 166 TR T netting  and  collateral, and  therefore  are  not
O Ccloarad 0 a0 B representative of the firm’s exposure.

T T T I R T a—— ) ] )

Bilaterel DL =8 e il * Where the firm has received or posted collateral under
Total cusmancios 85 104 X3 — : .
Subtotal BEE T T credit support agreements, but has not vet determined

iﬁ

Total gross fair value § 706235 S657.7&3 [ /'8 £717
DHI-H in tha Mﬁibﬁdm LR T M'Ii'lthdil mudltbﬁ
$ [(pTam s (amm i
O Geloared [171.864) (171.B54)
Bilstaral OTC (385 647] 385.647)
Total countarparty

[567.238) (567.238)
127860)  {2.940)
{6T.763]  [40.046)

Total cash collateral

i kg {86.32%) [42.988) (50 1920 |50 6=0)
Total amounts offset $(652.567) S610.224) ©720 200 257010100
Included in the consolidated statemaents of financlal condition
F‘:::_juun-;r--lf-::i-a._l_ ) ﬂ. 2.5-17 -1 2.0!2 5 ':_-HZ-‘. £ 2817

OTC-choared T i
Bilstamal OTC BOAT3  aB2?3  GOo4: A
Total % BIET § 47498 i cono0 & A6 i)
Mot offset in the consolidated statements of financial condition

C:ash coltstesnl $§ (5350 % {z0es) & el § 05
Eaniunbes oollsienl {15.51 110.0u44)

Total § 3761% § 35150 § ."G. "1'. N

such agreements are enforceable, the related collateral has

nod been netted.

Notional amounts, which represent the sum of gross long
andd short derivative contracts, provide an indication of
the volume of the firm's dervative activity and do not
represent anticipated losses,

Total gross fair value of derivatives inclodes. derivative
assets and derivative liabilities of $19.92 billion and
520.7% billion, respectively, as of December 2006, and
derivative assets and derivative liabilities of $17.04 ballion
and 518.16 billion, respectively, as of December 2005,
which are not subject to an enforceable netting agreement
or are subject to a netting agreement that the firm has not
yet determined 1o be enforceable.
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THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements

A clearing ogamzation adopted a rule change in the first
guarter of 2017 that reguires transactions to be consiclered
settled each day, Centain other clearmg organizations allow
for similar treatment. To the extemt transactions with these
clearing omnanizations are considersd settled, the impact
would be a reduction in gross interest rate and credit
derivative assets and  liabilities, and a corresponding
decrease im counterpany and cash collateral netting, with
ne impact o the consolidsted statements of financial
condirion.

Valuation Techniques for Derivatives

The fiem's level 2 and level 3 denvamives are valoed using
derivative pricing models fe.g., discounted cash flow
madels, correlation models, and models that incorporate
option  pricing methodologies, such as Monte Carlo
simulations). Price transparency of derivatives can generally
be characterized by product type, as described below.

* Interast Rate. In gencral, the key inputs used to value
inferest rate derivatives are transparent, even for most
long-dated contraces. Interest rate swaps and options
denominated in the currencies of leading industrialized
nations are characterized by high trading volumes and
tight bidfoffer spreads. Interest rate derivatives that
reference indices, such as an inflation index, or the shape
of the vield curve (e.g.. 10-vear swap rate vs, 2-year swap
rate) are more complex, but the kev inputs are generally
observable,

Credit. Price transparency for credit defaul swaps,
including both single names and baskets of credits, varies
by market and underlying reference entity or ebligation.
Credit default swaps that reference indices, large
corporates and major sovereigns generally exhibit the
most price transparency. For credit default swaps with
other underlers, price transparency varies based on credat
eating, the cost of bosrowmng the undedlving reference
obligations, and the avalabilny of the underlving
reference obligations for delivery wpon the default of the
psuer, Credit default swaps that reference loans, asset-
backed securities and emerging market debt instruments
tendd to have less price transparency than those that
reference corporate bonds. In addition, more complex
credit derivatives, such as those sensitive to the
correlation between iwo or more underlying referemce
obligations, generally have less price transparency.

132 Goldman Sachs 2076 Fosm 10-K

Currency. Prices for currency derivarives based on the
exchange rates of leading ndustrialized  natsons,
meluding those with lomger tenors, are  generally
transparemt, The primary difference between the price
transparency of developed and emenging market currency
derivatives is that emerging markets tend to be observable
for contracts with shorter tenors.,

+ Commaodity. Commodity  denvatives  include
transactions referenced to energy (eg., oil and narural
gas), metals {eg., precious and base) and soft
commodities {e.g., agriculiwral). Price teans parency varies
based on the onderlving commodity, delivery location,
tenor and product quality {e.g., diesel fuel compared 10
unleaded gasoline). In general, price transparency for
commodity derivatives is greater for contracts with
shorter tenors and contracts that are more closely aligned
with majer andfor benchmark commodity indices.

+ Equity. Price transparency for equity derivatives varies by
market and underlier. Options on indices and the
common stock of corporates included in major equity
indices exhibit the most price transparency. Equity
denvatives  generally have observable marker prices,
except for contracts with long tenors or reference prices
thar differ sgnificantly from current market prices, More
complex equity derivatives, such as those sensitive 1o the
correlation between two or more mdividual stocks,
generally have less price transparency.

Liquidity is essential to observability of all product tvpes, If
transaction volumes decline, previously transparent prices
and other inputs may become unobservable. Conversely,
even highly structured products may at times have trading
volumes large enough to provide observability of prices and
other inputs. See Note 5 for an overview of the firm's fair
valuee measurement policies.

Leval 1 Derivatives

Level 1 derivatives include shor-term contracts for future
delivery of securitics when the underlying security i a
level 1 inserument, and exchange-teaded decivatives if they
are actively traded and are valued at their quoted market
price,

Level 2 Derivatives

Level 2 denivatives include OTC denvatives for which all
significant valuation inputs are correborated by market
evidence and exchange-traded derivatives that are not
actively traded andlor that are valued using models that
calibeate to market-clearing levels of OTC derivatives.

475/573



THE GOLDMAN :'i-‘-.l.fl-‘|5- fjﬁ':ill.if-"; INE {-HD SUBSIDIARIES
Motes to Consolidated Financial Statements

The selection of a particular model o value a derivative
depends on the contractual terms of and specific risks
mherent in the matroment, as well as the avalabiliny of
pricing information i the market. For derivatives that
trade in bgquid markets, model selection does not mvolve
significant management judgment because outputs of
maxdels can be calibrated o market-clearing levels.

Valuation models require a varicty of inputs, such as
contractual terms, market prices, yield curves, discount
eates (including those derived from imerest eaes on
collateral received and posted as specified in credit suppon
agrecments for collateralired derivatives), credit curves,
measures of volatility, prepayment rares, loss severity rates
and correlations of such mputs. Significant inputs to the
valuations of level 2 derivatives can be verified to market
transactions, broker or dealer quotations or  other
alternative pricing sources with reasonable levels of price
transparency. Consideration is given to the nature of the
quotations {eg., indicative or firm} and the relationship of
recent market activity to the prices provided from
alternative pricing sources.

Lewvel 3 Darivatives

Level 3 derivatives are valued using meodels which wurilize
observable level 1 andfor kevel 2 inputs, as well as
unobservable level 3 inputs. The significant unobservable
miputs used to value the firm's level 3 denvatives are
described below,

For the majority of the firm's interest rate and currency
derivatives  classifisd  within  level 3,  significant
unobservable inputs inchede correlations of certain
currencies and interest rates {e.g., the correlation between
Euro inflation and Bure interest rates) amd specific
interest pate volatilities.

For level 3 credit derivatives, significant unobservable
inpasts include illiguid credit spreads and upfront credit
points, which are unique 1o specific reference obligations
and reference entitics, recovery mates and  certain
correlations required vo value credit derivatives (e.g., the
likelihood of defaul of the underlving  reference
obligation relative te one another).

*

For level 3 commodity denvatives, sigmificant
unabservable inputs include volatilities for options with
strike prices that differ significantly from curcent market
prices and prices or spreads for certain products for which
the product quality or physical lecation of the commadity
is ot aligned with benchmark indices.
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* For level 3 equuty denivatives, significant unobservable
mputs genecally inclode equiy volatibity inputs for
optiens that are leng-dated andlor have strke prices that
differ sigraficantly  from curremt market prices. In
addition, the valwation of cemain structured trades
requires the use of level 3 correlation inputs, such as the
correlation of the price performance of two or more
individual stocks or the correlation of the price
performance for a basker of stocks to another asser class
such as commodities.

Subsequent to the initial valuation of a level 3 derivative,
the firm updates the level 1 and level 2 inputs to reflect
observable market changes and any resubting gains and
losses are recorded in level 3. Level 3 inputs are changed
when corroborated by evidence such as similar market
transactions, third-party pricing services andior broker or
dealer quotations or other empirical market data. In
circumstances where the firm cannet verify the model value
by reference to market transactions, @t is possible that a
different valuation model could produce a materally
different estimate of fair value. See below for further
information about significant unebservable inputs used in
the valuation of level 3 derivatives,

Valuation Adjustments

Valuation adjustments are integral vo determining the fair
valwe of derivative portiolios and are vsed to adjust the
mid-market valvations produced by derivative pricing
models to the appropriate exit price valuation, These
adjustments inworperate bidloffer spreads, the cost of
liquidity, credit valwation adjustments and  funding
valuation adjustments, which account for the credit and
funding risk inherent in the uncollateralized pomion of
dervative porifolios. The firm also makes funding
vaheation adjustments o collareralized derivatives where
the terms of the agreement do mot permat the fiem to deliver
or repledge collateral receved. Market-based mputs are
generally used when calibrating valuation adjustments o
market=clearing levels.

In addition, for derivatives that mclude  significant
unobservable inputs, the firm makes model or exit price
adjustments te account for the valuation uncertainty
present in the transaction.
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THE GOLDMAN SACHS GROUP, INC. ANMD SUBSIDIARIES
Notes to Consolidated Financial Statements

Fair Value of Derivatives by Level

The tables below present the fair value of denvatives on a
gross basis by level and major product type as well as the
impact of netting, included in the consoldated statements
of fimansial conditron,

As of Detember 2016
£ i ey Lawwal 1 Lewel 2 Lawad3 Total
Assots
Inbanest rates 5 46 SEOAEIE 5 A4 S5 B0TAM

- #aEE agm a6l
R P - O | AL

11,560 403 12,363
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Inthe tables above:

* The gross faic valees exclude the effecis of both
counterpary neting and collateral newting, and therefore
are not representative of the firm's exposure,

Counterpacty netting is reflected in each level to the extent
that reseivable and payable balancss are netted within the
same level and 15 inclodad in counterparty netting within
kevels, Where the counterpany netting is across kevels, the
netting is reflected in cross-level counterparty netting,

*

Dierivative assets are shown as positive amounts and

Pt s — derivative liabilities are shown as negative amounts.
Epf-. Terwae A7 GSS,585  BEO7  TOA.Z3 Significant Unobsarvable Inputs
garlsfEarty naflifg wnithur
Lok W2 LIS (LT (SES.5) T_hc nbl: below presents the amount :nf Jn:'vrl_j AsLS
Tt ® 35 & 135,485 §5,190 8§ 140710 13,485 55,190 § 40710 {liabilaiesy, and sanges, averszes and medians of significant
s el Courarparty nathng _ ~ {1,709 unobservable nputs wsed o value the firm's level 3
Cah collwtanl nathng [BG. 27 Svat
Fiut Fait valis 5
Liabilitios
Interist ralis ${27) SMETGN 5 (995 5 ASR085) Lt 3 Adsats Leatebtas) aed Range of Sagrelican
Cracil - W mﬁj_ [g,‘“ﬂ Unctrsaresbl nputs Wenmgaihisdan) i of Dacsoiber
L NTORC R —  orAd () (100.396) £ v renBsen 018 HAE
Lot = DaB (a0 AT foirast rates, net I HE
Ut TR e (W% 1o 6% {BESE0RF L% TSk ST
E{if'::;:.ﬂ'lumwll"w . - Vokitday Tpe] 3 o 157 [B4/57H i 15T BOET
gl o . . Fuat 52504 52793
i CEmy e SR T TR % ) 5% 0007 T
s : o Tred sprands 1bps) 1 to 983 (12273F T 10 1,019 [T2288]
e ey ST ooggs  Ooloot Dudipors Do 160N i) 100 WAl
Wat far value F 7455 Recanary rahas 1% e e Iﬁﬁ?"-t"'s-l
T nat 53 EIEE]
Carolstien 2% 10 T0% IBORBERE 255 10 10k EA9e1 k)
Az od Dacarnbar 2015 ﬁ'_'_f_'_'_'_“i_'_:ﬁf_'_ ﬂﬁr;;i_r,_, _____ - _ﬁ_L;_:i:_l
i . § r ey 13% 1o 685 T1 %0 7 7% CAb ot ]
£ in rnifions Lavwal 1 Loed 2 Lowel 3 Todal Fratural gas s praad ${1.81} t0 54,93 R TR
Assats . . [CRETE T AEI0 06RE0 0111
Inderast tes 3 4 SCETIE1 5 E60 § 688,335 Tl spread 118720 1o 364,52 FU00 24 1o 355 2%
Cradn — MBI EB05D 40,882 (525, 30/516.43} %3 24863 310
Cranches 95,555 2] EXALL] ﬁ““‘, T oa
e — L T % (VS TRH 15515 1o 945 H790aa%]
Equies e 5491 N EAL 65, 1o T8, (FARTZTRl G 1o (0% G Tt
Gross 16r vaie ] TEE, 130 2,002 TT4,1E9
Courdarparty natting witkin
laveky —  mmsam  @uw  eeessn  Inthetableabove:
T E 138, 587 142,50, _— -
e e “_."r; HBIEEE SR S MM e Derivative assets are shown as positive amounts and
Tk coltwloral hatiing R derivative liabilitics are shown as negative amounts,
Pl tawr vmloe FEEEE L .
ppre— — * Ranges represent the significant unobservable inputs that
, TS 5§ E142a0 were used in the valuation of each tvpe of derivative.
Lradi e i33.586 _ (3.257) (36,775 = R s
Forarcns - ] P2 T E00) * Averages mpw the :u:tlum?c Jl-tfr;rg: of the n'_Lpum
e - ] TRaw [EEE) and are not weighted by the relative fair value or notional
Fquies A S of the respective fimancial instruments. An average greater
L:_i:;;;“fﬂ o L T than the median indicates that the majority of inpurs are
T RS _ era6ET below the average. For example, the difference berween
e T T oo the average and the median for crednt spreads and ol
'r-'iﬂ':i'*b\: Counteiparty netling 3‘.1;;‘- spreadd impauts indicates that the majority of the inputs fall
Cah collularal natling . :
R e in the lower end of the range,
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THE GOLDMAK SACHS GROUP, NG AMD SUBSIDIARIES

Motes to Consolidated Financial Statements

* The ranges, averages and medians of these inputs are not
representative of the approprate inputs to we when
caleulating the fair value of any one derivative, For
example, the highest correlation for interest rate
denivatives 15 appropniate for valuing a specific inferest
rate derivative bt may not be appropriate for valuing any
other imerest rate denvative, Accordingly, the ranges of
inpasts do not represent uncertainty in, or possible ranges
of, fair value measurements of the firm's level 3
dervatives.

Interest rares, currencies and equities derivatives are
valued wsang option precing modeks, credst denvatives are
valued using option pricing, correlation and discounted
cash flow models, and commodities derivatives are valued
using option pricing and discounted cash flow models.

The fair valuoe of any one nstrument may be determined
using multiple valuation techniques. For example, option
pricing models and discounted cash flows models are
typacally used together to determine fair value. Therefore,
the level 3 balance encompasses both of these techniques.
» Correlation within currencies and equities includes cross-
product correlation.

Matural gas spread represents the spread per million
British thermal units of natural gas.

Ol spread represents the spread per barrel of oil and
refied products.

Range of Significant Uncbservable Inputs

The following is information about the ranges of significan
unobservable mputs used to value the firm's level 3
derivative instruments:

« Corralation, Ranges for correlation cover a varety of
underliers both within one market {e.g., equity index and
equity single stock names) and acros markets (e,
correlation of an intercst rate and a foreign exchange
rate), as well as across regions. Generally, cross-product
correlation inputs are used to value more complex
instruments and are lower than correlation inputs on
asaets within the same derivative prodisct type.

Volatility. Ranges for wvolamility cover numerous
underliers across a variety of markets, marurities and
striike prices. For example, volatiliy of equinty indices 15
generally lower than velatlity of single stocks,

+ Credit spreads, upfront eredit points and recovery
rates, The ranges for credit spreads, upfrom credin points
anl recovery pates cover a vanety of underlers (mdex and
single names), regions, sectors, maturities and credit
qualities {high-vield and imvestment-grade). The broad
ramge of this population gives rise to the width of the
ranges of significant unobservable inpats,

Commodity prices and spreads. The ranges flor
commodity prices and spreads cover varnability in
products, maturities and delivery locations.

Sensitivity of Fair Valuse Measurement to Changes
in Significant Unobservable Inputs

The following is a description of the directional sensitivity
of the finm's level 3 fair value measurements to chamges in
sipnificant unobservable inputs, in Bolation:

= Corralation. In general, for contracts where the holder
benefns from the convergence of the underlving asset or
index prices feg., interest rates, credin spreads, foreign
exchange rates, inflation rates and equity prices), an
increase in correlation results moa higher fair value
ITEASUTEET .

Volatility. In general, for purchased options, an increase
in volatility results in a higher fair value measurement.

Cradit spreads, upfront credit points and recovery
rates. In general, the fair value of purchased credit
protection ncreases a5 credit spreads or upfront credit
PHns increase of recovery rates decrease, Credin spreads,
upfrent credit pomts and recovery rates are strongly
related to distinctve risk factors of the wnderlving
reference obligations, which include reference entity-
specific factors such as leverage, volatility and industry,
market-based risk factors, such as borrowing costs or
bquidity of the underlying reference obligation, and
macroeconemic conditions.

Commodity prices and spreads. In general, for
conteacts where the holder ® receiving a commaodity, an
increase in the spread (price difference from a benchmark
index due to differences in quality or delivery location) or
price results in a higher fair value measurement,

Dree 1o the distinetive nature of each of the firm's level 3
denvatives, the interrelationship of nputs s not necessarily
uniferm within cach product type,
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THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements

Level 3 Roliforward
The table below presents a summary of the chavges in fair
value for all kevel 3 denvatives. In the table below:

= Changes in fair valee are presented for all derivative
assets and labilities that are categorized as level 3 as of
the end of the period,

The wable below disapgregares, by product wype, the
infermation for level 3 derivanives inclsded in the summary
table above,

Year Ended Decsrie:

_ . . 5w reSons Foald MG
= Met unrealized pamsilosses) relate to mstruments that [MESTELE ratet, nat
were still held at period-end. Beginnng batsngs § [3s8) § %

If a dervative was transferred to level 3 during a
reporting period, its entire gain or loss for the peried is
included in level 3. Transfers between levels are repormed

Het raalzed gainsfiossash - 41) 53
(138) [

LB
3 31}

at the beginning of the reporting period in which they Sotliernants ES 1144}

OOCHER. Teanators neo liveal 3 o 155 1145

B ) ) Transfars ot of vl 3 137 1504

+ Pasitive amounts for transfers into level 3 and negative Erding balance 3 (381 3 1=
ameunts for transfers oul of level 3 represent net transfers Credit, not

of dervative assets. Negative amournts for transfers mto Begnnngbalince  #2M3 S350

kewel 3 and positive amounts for transfers ot of level 3 ! @ st ~ : - T

represent net transfers of denvative habilities, ! antod gam il st 136 04

Purchasis i ]

+ A denvative with level 1 andfor level 2 inpurs is classified Galas {73 1237

in level 3 in its entivety if it has st least one significant Selements [616) 164

tewel 3 input. Transters into lewel 3 178 208

. . Transtars out of lwe! 3 {95) (10420

= If there is one sinificant level 3 input, the entire gain or Ending balance CFIT) 17901
loss from adjusting only observable inpuis (Le., level 1 Cummsncies, net

and level 2 inputs) & classified as level 3. Begnng babsnos 5 (34 § 12671

+ Giains or bosses that have been repomed in level 3 resulting ,ﬁt :?;%Jﬁ';;njzi;ﬂ ::: IE{

from changes in level 1 or level 2 inputs are frequently Furchases 14 ET]

offset by pains or losses attributable 1o level 1 or level 2

(104
derivatives andfor level 1, level 2 and bevel 3 cash ; :ll&;:n?:n_:_'_ '_f‘_:-':"h_“_:_"_"_F:_'_T_T-:&L'_'_:"'_I'ﬁ?
wnstruments. As a resull, gunaf{losses) included in the Transfors into kvl 3 1 i1
bevel 3 rollforward below do not necessarily represent the Transtors cut of kel 3 & 52
overall impact on the fiem's results of operations, :amwn:::m 5 1 § [
P . Fm
Hicquidaty or capital resowrces, Boginning bilsecs - <44

Hatreslaed gainsfiossest f23)
Year Ended Dacorber Hat unresized guinsifiassosl - 101 E]
iniis I e S——
Total lovel 3 doreativos Salasy 1149) 1234}
Basgan iy Bl $ 4 i TE Sl tisnans kL) 1,064
Mat realmed gaina/llases) 137 &7 Teanstars inko lewel 3 (23} L35}
Mat unreaized gainaMosses] 7 6 Transders oul of kel 3 {16) 133
Purchasas TE F Ending balance 5 T § 1262
saes . 13SSm U Equities met
Salllemants 1,408 Baginnang balnce 51.604) 401,378
Tranadors inas kol 3 382 idh Har npabzod gunafiassadl LT 43
Tranddeds oul of e 3 {144] BT Il u e hled ginaiossasl GEd 1173
Ersifing balance LT 5 ans Furchases 52 135
Sabkas (2,360 11,3521
Selllsmants EL)] [
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THE GOLDMAN SACHS GROUP, IMC AND SUBSIDIARIES
Motes to Consolidated Financial Statements

Level 3 Roliforward Commentary

Year Ended December 2016, The ner realized and
unrealized gains on bevel 3 denvatives of $730 mulhon
{reflecting $37 million of net realized losses and
§777 mullion of net unrealized gams) for 2006, mclude
gainslosses  of  approsimately  $980  mallion  and
5{240) million reported in “Market making™ and “Other
principal transactions”™ respectively.

The net wnrealized gain on level 3 derivatives of
§777 million for the vear ended December 2016 was
primarily artriburable o gains on certain equity derivarives,
reflecting the impact of an Increase in equiy prices.

Transfers inro level 3 derivatives during 2016 primarily
reflected transfers of certain interest rate derivative assets
from level 2, principally due to reduced rransparency of
certain unobservable inputs used to value these denvatives,
and transfers of certain credit denivative assets from bevel 2
primarily due to unobservable credit spread inputs
becoming siznificant to the net risk of certain portfolios.

Transfers our of level 3 derivatives during 2016 primarily
reflected transfers of cemtain credit derivatives assets to
lewel 2, primarily due to unobservable credit spread inputs
no bonger being sipnificant to the net risk of certain
penfolios.

Year Ended December 2015 The ner realived and
unrealized gains on level 3 dervative assers and habilivies of
5746 million {reflecting 567 mallion of met realized gains
and 5679 million of net unrealized gains} for 2013, mclude
gaims of approximately 5518 million and 5228 mallion
reported in “Market making” and “Ohher principal
transactions” respectively,

The net unrealized pain on level 3 derivatives of
5679 million for 2005 was primarily attributable vo gains
on cerain credit derivatives, reflecting the impact of wider
credit spreads, and changes in foreign exchange and interest
Fates.

Transfers into level 3 derivatives during 2015 primarily
reflected transfers of certain credin denvative assers from
lewel 2, primarily due to unobservable credit spread inpurs
becoming sygnificant to the valuations of thes: denvatives,
and transfers of ¢emain interest rate derivative habilities
from level 2, primarily due to centain unobservable inputs
becoming significant to the valuations of these denivatives,

Transfers out of level 3 derivatives during 2003 primarily
reflected tramsfers of certain ceedit derivative asseis to
lewel 2, principally due to increased transparency and
reduced significance of certain unobservable credin spread
mpants used 1o value these derivarives.

EDINETOOOO
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OTC Derivatives
The table bebow presents the faic values of OTC derivative
assens and Babilities by tenor and major product type,

L than 1-5 Copatar than
F i rralkona 1 Fowt T @ ER LT Torsd
As of Decembar 2016
BElE
Interast ies 5 5845 §18376  $T9507 S103.728
- T _Lme3 2E86  aBay 8,347
Cumancies T 1l..3='l_l 8282 'i.l.'t-l- _'
Commodies %218 AIE 179 4467
2141 9249 1341 LENES]
3543 5.5 3. 12887}
| SI8BEI 534477 S50550 $153.850
Croaslondl Soisldipanty fallng [§ kR
Cash colaters| naiting (85329}
Total § 51,125
Liabilithes
Interest rates § 5679 §10814  $38.812 § 55305
Credt 2060 332 1,167 £55
Cuitancus 14,720 8T 5879 30,370

Commodites ~ mb4E 1585 2315 GAIG
E E 7000 10426 2614 20,040

Countanparty netbng

wathin lenrs 13.543)  [5.550] (3.784)  (12.887)
Subteasl 528,452 530344 545953 §105.799
Cr0as-Hmor CoLlerpar 1y Featling (17,396}
Cash codatersl natiing
Tatal 5 45417
i3 of Decernber 215
ssats
Intdedin rales 8 4,731 3rXRI7R 30401 F10E 310
165 447 SEl 1105
14845 .56 755
i [ 3897 1 3,.35-'5
hq-u-ns '_'-ﬁ'ﬁ'_'_‘?ﬁ’
[3,6600 (67BN 15,2700 (14,88
3205 sd1Ee8 38007 $160000
sS-Larar cauntamparty ratling {20,853
Cash cobsteesl neiwng [EREE]
Todal ¥ 50476

Liabilitbes

Intaegan ralas

1 5303 313048 LI5R0} § B4880

Crede 15604 4704 W 1437
"I'. rqr'-.:-.} —e— —— ! e— i"l‘lz -
a_'\-'rrﬂfv.' ras B - -'f_d'E‘-ﬁv i s.'l'lﬁ_ii_i;.".:l_é_“
-.}-u L5 5, 154 5,802 2004

Count a:rarl.- neibng
[3,6600 67510 15,2700 14,6811
$I5,463 531,776 F47.377  $1K 566

\,rw:r*ar.-_;r Ql,".._nlo_u*vm I|||-"| {20480
a:-l- n:r.ra L'f:|| ||-.'-I'.| |-J {30 BR0]
T oal F 84154
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THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements

I the table above:

Tenor is based on expected duration for mongage-related
credit derivarives and generally on remaining contracial
maturity for other derivatives.,

Counterparty nerting within the same product type and
tenor category 15 ncluded within such produsct type amd
Lenor category,

Counterparty nefting across product types within the
same tenor category is incleded in counterpany netting
within tenors. Where the counterparty netting is across
tenor categorics, the netting 15 reflected in cross-tenor
coumerparty neting.

Credit Derivatives

The fiem emters into a beoad areav of credin derivatives in
kocations around the werld to facilitate client transactions
and te manage the credit nsk associated with market-
making and investing and  Jewding  activities,  Credit
derivatives are actively managed based on the firm’s net nsk
position,

Credit derivatives are individually negotiated contracts and
can have various settlement and payment conventions.
Credit events  include failure 1o pav, bankruptey,
acecleration of indebtedness, restructuring, repudiation and
dissolution of the reference entity.

The firm enters into the following types of credit
derivatives:

+ Cradit Default Swaps. Single-name ceednt default swaps
protect the buyer againgt the loss of principal on one or
more bonds, loans or mortgages {reference obligations) in
the evemt the ssuer {reference entity) of the reference
obligatons suffers a credit event. The buver of protection
pavs an imtial or perodic preminm o the seller and
receives profection for the pertod of the contract, If there
is no credit event, as defined in the contract, the seller of
protection makes no pavments to the buver of protection,
However, if a credit event occurs, the seller of protection
is required to make 3 pavment to the buver of protection,
which s calculated in accordance with the terms of the
ORI

+ Credit Options. In a credic option, the option writer
assumes the oblgation to purchase or sell o reference
obligatzon az a specified price or credit spread. The option
purchaser buvs the right, bt does not assume the
obligation, 1o sell the reference obligation to, or purchase
it from, the option writer. The payvments en credit options
depend cither on a particular credit spread or the price of
the reference obligation.

138 Goldman Sachs 2076 Fosm 10-K

+ Cradit Indices, Baskets and Tranches. Credit
dervatives may reference a basket of single-nane credit
defaul swaps or a broad-based index, If a credic event
ocenrs inong of the underlving reference obligations, the
protection seller pays the protection buyer, The payvment
B typically a pro-rata portion of the transaction’s total
notional amount based on the undeclving defaulted
reference obligation. In certain transactions, the credit
risk of a basket or index & separared into various pomions
{rranches), each having different levels of subordination.
The most junior tranches cover initial defanbs and once
losses exceed the notional amount of rhese junios
tranches, any excess loss 1s covered by the next st
serucd tranche in the capital €rscture,

Total Return Swaps. A total return swap transfers the
risks relating to economic performance of a reference
obligation from the protection buyer to the protection
seller. Typically, the protection buyer receives from the
protection seller a floating rate of interest and protection
against any reduction in fair value of the reference
obligation, and in return the protection seller receives the
cash flows associated with the reference obligation, plus
any increase in the tair value of the peference abligation.

The firm economically bedges ins exposure 1o wratten credit
derivatives pramanily by entering inte offsetting purchased
credit derivatives with wlentical underdiers, Substantially all
of the firm's purchased credint derivative fransactions are
with financial institutions and are subject to stongent
cellateral threshelds, In addition, upon the occurrence of a
specified trigger event, the fiom may take possession of the
reference obligations undedying a particular written credit
derivative, and consequently may, upon liquidation of the
reference obligations, recover amounts on the underlying
reference obligations in the event of defaub.

As aof December 2006, weiten and purchased credit
denvatves  had  mal  gross  notional  amoumts  of
SE90.47 billion and §733.98 ballion, respectively, for total
net notional purchased protection of $43.51 lllon, As of
December 2015, written and purchased credit denvatives
had total gross notional amounts of 592348 billion and
S5968.68 billion, respeciively, for total net notsomal
purchased protection of 54520 billion. Substantially all of
the firm's written and purchased credit derivatives are
credit defaul swaps.
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THE GOLDMAK SACHS GROUP, INC. AND SUBS

Motes to Consolidated Financial Statements

The rable below presems cenain indormation abow creda
derivatives,

Crodt Soresd on Undacker (bomm. ponial

iritig
i) 50 - 1ha
Fin roslong 0 280 L0 1,00 1000 Toanl

As of Decembor 2016

Maxisvam Paysirt/Motional Amcsnt of Writtan Gredit Darivativas by Tesor
- 507727 5 BRI S LOVE 5 REX SELIN

375,208

17,256 B8543 7985 408082
Graater than & vears 528577 3,978 1,045 211 58,183
Tatal SGASEZ L0032 1070 S 10BAE  SES0AGG

Hl.mn.ln Payout/Notional Amicunt of Purchased Crodit Darivatives
S558005 SR0588 $10.131 S1518F SEM212

185 172 1008 1A4E 12760

Fllr Valua of Written Gredit Derivatives
51919 § 606 5 187 & 45 5 VATE7
aAME B0z e [T )

“ﬂlﬂdﬂﬂhlhh‘l'i § 11453 § (296] § (6220 & (5641] & 494

Dhpmbar 2015

R IARIES

Impact of Credit Spreads on Derivatives

On an ongoing basis, the firm realizes gains or losses
relating 1o changes in credit nsk through the wnwind of
denvative contracts and changes in crecit mutigants,

The net gain, including hedges, atributable to the impact of
changes in credit exposure and credit spreads (counterparty
and the firm's) on derivatives was 585 million for 2016,
5% mil lion for 2015 and $135 million for 2014,

Bifurcated Embedded Darivatives

The table below presents the fair value and the notional
amount of derivatives that have been bifurcated from their
related borrowings. These derivatives, which are recorded
at fair value, primarily consist of interest rate, equity and
commadity products and are included in “Unsecured short-
term borrowings™ and “Unsecured long-term borsowings™
with the related borrowings. Sce Note 8 for further
information.

M Payout Notionsl mumm:mnuutm Ao Ducnerbar
Luorss than ¥ -rr\- ar ] = $ n ralang il 1 &
Thvews  El456E Fair value of s3sels $ 676 1 a6
Grostor than G years &  walise of iabihies o T ik
02 55173 $20.77E 53 ﬂ'?' 5247 Nat lahiity 5 188 L)
i at P d Cradit Derivatives Hobonal amoent serz6_ i

3 $19.566 $31ME SERLET

3372 4.5 147110

Fair Valus of Written Cradit Derivatives
Assad $ 19100 8 oM 0§ wie f 150 % 1aam
Liska bty 2756 2506 1087 12.4085 19,779
Hol arssotilbab ity $ 14,354 ST 80 ERd) B12.286) £ 11,4470

In the table above:

Fair values exclude the effects of both netting of
receivable  balances with payable balances under
enforceable nering agreements, and nemting of cash
received or posted under enforceable credn support
agreements, and therefore are not representative of the
firm's credit exposure,

Tenor is based on expected duration for mortgage-related
credit derivatives and on remaining comtractual matwrity
for other credit derivatives,

The credir spread on the underlier, together with the tenor
of the contract, are indicators of payment/performance
risk. The firm is less likely to pay or otherwise be required
to perform where the credit spread and the tenor are lower.

*

Offserting purchased credit derivatives represent the
notional amount of purchased credit derivatives tham
ecconomically  hedge written credit deeivatives  with
idemtical underbers and are included in offsetting.

Oher purchased ¢redic derivatives represent the notional
amount of all other purchased credit denvatives net
included in offsenting,

Derivatives with Credit-Related Contingent Features
Certain of the firm’s derivatives have been transacted under
bilateral agreements with counterparties who may require
the firm to post collateral or terminate the transactions
based on changes in the firm's credit ratings. The firm
assesses the impact of these bilateral agreements by
determining the collueral or termination payments that
waould ecour assuming a downgrade by all rating agencies.
A downgeade by any one rating agency, depending on the
agency's relative ratings of the firm av the time of the
downgrade, may have an impact which is comparable 1o
the impact of a downgrade by all rating agencies,
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Notes to Consolidated Financial Statements

The table below presents the aggregate fair valug of net
derivative habilities under such agreements (excluding
appheation of collateral posted to reduce these habalities}),
the related spgrepate far value of the asets posted as
collateral and the additional collateral or termination
pavments that could have been called at the reporting date
by counterpartics in the event of a one-notch and two-notch
dewngrade in the firm's credit ratings.

25 ol Dwcarnbar

& un el gl el L)
ot Gomaties WD hes under B ogeoomonts SIESET 320,65
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Hedge Accounting

The firm applics hedge accounting for (i) certain interest
rate swaps used to manage the interest rate exposure of
certain fixed-rate unsecured long-term and shon-term
borrowings and certain fixed-rate certificates of deposit and
{ii} cemain foreign currency forward contracts and foreizn
currency-denominated  debt  used to manage foreign
CUrrency exposures on the finm's ner investment in certain
non-LLS, operations,

To gualify for hadge accounting, the hedging instrument
mist be highly effective a1 redoang the nsk from the
exposure being hedged, Addionally, the firm  must
formally document the hedging relationship at inception
and test the hedging relationship at beast on a quarterly
basis to ensure the hedging instrument continues to be
highly effective over the life of the hedging relationship.

Fair Valua Hadges

The ficm designates certain interest rale SWaps as fair value
hedpes. These interest rate swaps hedge chamges in fair
value anributable 1o the designated benchmark interest rate
(e, London Interbank Offered Rate (LIBOR) or
Overmight Index Swap Rate (O15)), elfectively converting a
substantial portion of fixed-rate obligations into floating-
rate obligations,

The firm applics a statistical method that utilizes regression
analysis when assessing the effectivencss of its fair valsc
hedging relationships in achieving offsetting changes in the
fair values of the hedaing instrument and the risk being
hedged (ie., imterest rave risk). An interest rate swap is
considered highly effective in offsetting changes in fair valse
atrributable 1o changes in the hedged risk when the
regression analysis results in a coefficent of determination
of B% or greater and a slope between 80% and 125%.
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For qualifying fair value hedges, gains or losses on
depvatives are mcluded v “Interest expense.” The change
in fair valee of the hedged item attributable 1o the rsk being
hedged is reported as an adjustment to its carrving value
and is subssquently amontized into infersst cxpense over its
remaining life. Gains or losses resulting from  hedge
ineffectivencss are included in “Intercst expense.” When a
derivative is no longer designated as a hedpe, any remaining
difference between the carrving value and par value of the
hedged item s amosized o interest expense over the
remaining life of the hedged item using the effective interest
method. See Note 23 for further infoemation about intesest
income and interest expense,

The table below presems the gainsfloses) from interest
rate derivatives accounted for as hedges, the related hedged
borrowings and depesats, and the hedge ineffectiveness on
these derivatives, which primarily consists of amontization
of prepaid credit spreads resulting from the passage of time.

Your Encded Docember

£ in millons i1 anG a4
Intaresd rate hadges S48  HfenE  f1o0e
Hadged bodrdwings and dposils B4 5] [2.4511
Hadge inefuctivineis £ (BAB) % [TIR & [BIS!

Net Investment Hedges

The firm seeks to peduce the impact of fluctuations in
foreign exchange rates o (LS net iNVeSUMENTs in Cermain non-
U.5. operations through the wse of foreign currency forward
contracts and foreign currency-denomanated debt. For
foreign currency forward contracts designated as hedges,
the effectiveness of the hedpe s assessed based on the
overall changes in the fair value of the forward contracts
{Le., based on changes in forward rates). For forcign
currency-denominated debt designated as a hedge, the
effectiveness of the hedge is assessed based on changes in

Spot rates.

For qualifving net investment hedges, the gains or losses on
the hedging instruments, vo the extent effective, are
included in “Currency translation™ in the consolidared
statements of comprehensive meome.
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The table below presents the gainsilosses) from net
mvestment hedgmg.

Yar Ended Dacernbar
F a0 reallcnsy 2018 2015 04
Hamgas
Forcagn cisrency forwmnd contact S135 $555 575
“Foreagn curmency-ganomingled debl [E3] [T

The ganfloss) related vo neffectivensss was not material
for 2006, 2015 ar 2014, The gan reclassified 10 carmings
from accumulated other comprehensive income was
$167 million for 2016 and was not material for 2015 or
2014,

As of December 2016 and December 2015, the firm had
designated $1.6% billion and $2.20 billion, respectively, of
foreign  currency-denominated  debt,  included  in
“Unsecured long-term borrowings” and “Unsecured short-
term borrowings,” as hedges of net investments in non-US.
subsiciaries.

Maote 8.
Fair Value Option

Orther Financial Assets and Financial Liabilities at
Fair Value

In addition to all cash and derivarive instremsents included
i “Financial imstruments owned, at faie value™ and
“Financial instrumems sobd, but not ver purchased, ar fair
value,” the firm accounts for cenain of s other financial
assets and fimancial habilities ar fair value primarily under
the fair value option, The primary reasons for electing the
fair value option are to:

*

Reflect cconomic cvents incarnings on a timely basis;

Mitigate volatility in earnings from wsing different
measurement  atiributes {e.g., transfers of financial
ingtruments owned accounted for as financings are
recorded ar fair value whereas the relmed secured
financing would be recorded on an acerual base absent
electing the fair value option); and

+ Address simplification and cost-benefit considerations
{e.g., accounting for hybrd financial instruments at fair
value in their entirety versus bifurcation of embedded
dervarives and hedge accounting for debt hosis),
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Hybrid financial instruments are mstruments that contain
bifuwrcatable embedded derwvatives and do not require
setthement by physical delivery of non-financial assets (e,
physical commodities), Il the firm elects 1o bifurcate the
embedded  dervative from  the mssociated debr, the
derivative is accounted for at fair valee and the host
contract is accounted for at amortized cost, adjusted for the
effective portion of any fair value hedges. If the firm does
not elect to bifurcare, the entire hybrid financial instrament
is accounted for ar fair value under the fair valise option.

Other financial assets and financial liabilities accounted for
at fair value under the Gair value option include:

+ Repurchase apreements and substantially all resale
A ECMENTS;

Securities borrowed and loaned within Fixed Income,
Currency and Commoxdities Client Execution;

Substantially all other secured fnancings, meluding
transfers of assets accounted for as Nnancings rather than

wales:

* Certain unsecured short-term borrowings, consisting of
all commercial paper and cemain hybrid financial
instruments;

Certain  unsecured  long-term  borrowings, including
certain prepaid commeddity transactions and certain
hybrd financeal instrumenis;

Certain receivables from customers and counterparties,
including teansfers of assets accounted for as secured
loans rather than purchases and certamn margin loans;

Certamn tome deposits  isued by the firm's bank
subsihanes (deposits with no stated maturny are not
elignble for a fair valee option ckction), meluding
sructured cenificates of deposit, which are hybnd
financial instruments; and

* Certain subordinated liabilities of consolidated VIEs.
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Fair Value of Other Financial Assets and Financial
Liabilities by Leveal

The table below presents, by level within the fair vahae
higrarchy, other financial asets and financial Labalities
accounted for at fair value primanly under the fair vahae
aption,

& un el Lot 1 Levd 2 Leevnld 2 Tonal
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In the table above, other financial asscts are shown as
positive amounts and other financial liabilities are shown as
negative Amounts.
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Valuation Techniques and Significant Inputs

Orler financial assets and Ginancial habilicies ar fair value
are generally valued based on discounted cash flow
technigues, which incorporate inputs with reasonable levels
of price transparensy, and are generally classified as level 2
because the inputs are observable. Valuation adjustiments
may be made for liquidity and for counterparty and the
firm's credit quality.

See below for information about the significant inputs used
tor valuse other financial assers and financial liabilities at fair
value, including the ranges of significant unobservable
inputs used 1o value the level 3 instruments within these
categories.  These ranges  represent  the  significant
unobservable inpats that were used in the valuation of each
type of other financial assets and financial Labilities ag fair
vahee, The ranges and weighted averages of these inputs are
not representative of the appropriate inputs to use when
caleulating the fair valoe of any one instrument. For
example, the highest yicld presented below for other
secured financings is appropriate for valuing a specific
agreement in that category bat may not be appropriate for
valuing any other agreements in that category. Accordingly,
the ranges of mpats presented below do not represent
uncerainty  n, or  possible  manges  of, far value
measurements of the firm’s level 3 other financial assets and
financial liabilities,

Resale and Repurchase Agreements and Securities
Borrowed and Loaned. The significant inpurs 1o the
valuation of resale and repurchase apreements and
securitics borrowed and loaned are funding spreads, the
amount and timing of expected future cash flows and
interest  rates. As of both December 2016 and
Drecember 2015, the firm had no level 3 eesale agreements,
securities  borrowed or securities loaned. As of both
December 2016 and December 2015, the fiem's bevel 3
repurchase agreements were not material. See Note 10 for
further information about collateralized agreements and
financings,
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Orther Secured Financings, The significant inpurs 1o the
valuation of other seeured Dinancings at faer value are the
amonant and timing of expected future cash flows, interest
rates, funding spreads, the fair value of the collateral
delivered by the fiom (which is determined using the
amount and timing of expected future cash (lows, market
prices, market viclds and recovery assumptions) and the
frequency of additional collateral calls. The ranges of
significant unobservable inputs used o value level 3 other
secured financings are as follows:

As of December 2016:

* Yield: 0.4% to 16.6% {weighted average: 3.5%)

+ Drurarion: 0.1 vo 5.7 vears (weighted average: 2.3 vears)
Asof December 2015:

+ Yield: 06% to 10,0% (weighted average: 2.7%)

+ Drurarion:z 1.6 vo 8.8 vears (weighted average: 2.8 yvears)

Generally, increases in funding spreads, vield or duration,
in isolation, would resubl in a lower fair  value
measurerment, Due to the distmetive natuee of each of the
firm's level 3 ather secured financings, the interrelationship
of mputs & not necessarily uniform across such financings.
See Mote 10 for further information about collateralized
agrecments and financings.

Unsecured Short-term and Long-term Borrowings.
The significant inpurs to the valuation of unsecured shorn-
term and long-term borrowings at fair value are the amount
and timing of expected future cash flows, interest rates, the
eredit spreads of the firm, as well as commeodity prices in
the cme of prepad commodity transactions, The mputs
used to value the embedded denvative component of hybrid
financial mstruments are consistent with the mputs used to
value the firm's other derivative instruments, See Mote 7 for
further information about denvatives, See Notes 15 and 16
for further infermation abowt unsecured short-term and
long-term borrowings, respectively.

Certain of the fiem's unsecured short-term and long-term
borrowings are included in level 3, substantially all of
which are hybrid financial instruments. As the significam
unobservable inpuis wsed 1o value hybrid financial
mstruments prmanly celate 1o the embedded denvative
component  of these  borrowings, these inpuis  are
meerporated i the firm's dervative disclosures related o
urabservable inputsin Note 7,
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Receivables from Customers and Counterparties.
Receivables from customers and coumterparties at fair value
are primarily comprised of transfers of assets accounted for
as sacured loans rather than purchases, The significant
inpants 1o the valuation of such receivables are commadity
prices, interest rates, the amount and timing of expected
future cash flows and funding spreads. As of both
December 2016 and December 2015, the firm's level 3
receivables from customers and counterparties were not
material.

Deposits. The significant inputs to the valuation of time
deposits are interest rates and the amount and timing of
furure cash flows, The inpurs used vo value the embedded
denvative component of hybrid financial mstruoments are
consistent with the inputs used to value the firm's other
dervative instruments, See Note 7 for further information
about derivatives. See Note 14 for funther information
aboat deposits.,

The firm's deposits that are included in level 3 are hybrid
financial instruments. As the significant unobservable
inputs used to value hybrid financial instruments primarily
relate 1o the embedded dervative component of these
deposits, these mputs are ncorporated i the firm's
denvative disclosures related 1o wnobservable inpurs in
MNote 7.

Transfars Betwean Levels of the Fair Value Hierarchy
Tramafers between levels of the far value hiecarchy are
repoeried at the beginning of the reporting period inwhich
they occur. There were no transfers of other financial assets
and financial liabilities beoween level 1 and level 2 during
2016 or 2015, See “Level 3 Rollforward” below for
information about rransfers between level 2 and bevel 3.
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Level 3 Roliforward

The table below presents a summary of the chanvges in fair
value for other level 3 fmancial assets and fimancial
labilities accounted for at fair value, In the table below:

+ Changes in fair value are presented for all other financial
amsets and liabilitics that are categorized as level 3 as of

EDINETOOOO

O00OO0000O000000000000dnoOond(eossss)

The rable below disappregares, by the conseldared
statements of financial condition line wems, the information
for other financial habilities mcluded in the summary table
above,
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Level 3 Roliforward Commentary

Year Ended December 2016, The ner realized and
unrealized lostes on level 3 other financial habilities of
S108 mullion {reflecting $99 million of net realized losses
and 57 million of net unrealized losses) for 20016 mclude
losses of approximately $21 million and $10 mullion
repored in “Market making” and “Interest expense,”
respectively, in the consolidated statements of earnings and
lpsses of 575 million repomed in “Debt  valuarion
adjstment™  in the consolidared statemems  of
comprehensive income.

The net unrealized loss on level 3 other financial habilities
of 87 million for 2006 primarily reflected losses on cemain
hybrid fimancial mstroments meluded im0 unsecured short-
term borrowings, principally due 1o an increase in global
wquity prices, and losses on certain hybrd financial
imstruments incloded in deposits, principally due to the
imipact of an increase in the market valwe of the underlying
assets, partially offset by gains on certain hybrid financial
instruments included in unsecured long-term borrowings,
principally due o changes in foreign exchange rates.

Transfers into level 3 of other financial labilities during
2016 primanly ceflected transfers of cerain  hybrid
financial instruments included in unsecured short-term and
leng-term borrowings from level 2, principally due to
reduced  transparency  of cemain  mputs,  inclueding
correlation and volatilny inputs wsed to value these
it ruments.

Transfers out of level 3 of other financial liabilities during
2006 primarly reflected transfers of certain  hybrid
financial instruments included in unsscured short-term and
long-teem  borrowings to level 2, principally due o
increased transpareney of correlation and volatility inputs
used to value these instruments,

EDINETOOOO

O00OO0000O000000000000dnoOond(eossss)

Year Ended December 2015 The ner realized and
unrealized gains on kvel 3 other Dmancial habilities of
SE58 mallion (reflecting 575 mullion of net realized gamns
and $783 million of net unrealized gains) for 2005 mclude
gainsf{losses) of approximately 5841 million, $28 million
and 5(11) million reported in “Market making,” “Other
principal  tramsactions™  and  “Interest  expense,”
respectively.

The net unrealized gain on level 3 other financial Labilities
of 8783 million for 2015 primarily reflected gains on
certain hybrid financial instruments included in unsecured
short-rerm and leng-term borrowings, principally due to a
decrease in global equity prices, the impact of wider credin
spreads, and changes in interest and foreign exchange rates.

Tramsfers into Jevel 3 of other financial habalities during
2015 pnmarily reflected transfers of certain  hybrd
financial instruments included in unsecured short-term and
long-term  borrowings from bevel 2, principally due to
reduced transparency of certain correlation and volatility
inputs used to value these instruments, and transfers from
level 3 unsecured long-term borrowings w level 3
unszcured sher-term borrowings, as these borrowings
neared maturay,

Transters out of level 3 of other financial liabilities during
2015 primarily reflected rransfers of certain hybrid
firancial instruments included in unsecured short-term and
long-term borrowings and cemain other secured financings
to level 2, principally due to increased transparency of
certain corrclation, volatility and funding spread inputs
used to vahse these instruments, transfers to level 3
unsecured shom-term borrowings from level 3 unsecured
long-teem  bofeowings, & these borcowings neared
maturay, and transfers of cemain subordinated labilicies
melided in other labilties and acerued expenses o level 2,
principally dug to mereased price transparency as a result of
market transactions in the related underlving investments,
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Gains and Losses on Financial Assets and Financial
Liabilities Accounted for at Fair Value Under the
Fair Value Option

The table balow presents the gains and losses recognized in
carmngs as a result of the firm electing to apply the fair
value option to certain financial assets and financial
liabilitics, These gains and losses are included in “Market
making™ and “Other principal transactions.™ The table
below also includes gains and losses on the embedded
derivative component of hybrid financial instruments
included in unsecured shom-term borrowings, unsecured
bonge-term borrowings and deposits. These gains and losses
would have been recognized under other ULS, GAAP even il
the fiem had not elected 1o accoum for the entire hybrid
financial instruament at fair value,

Vo Enhd Diesoarmibes
& in prieavas 2008 i 13 e T
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Excluding the gains and losses on the instruments
aceounted for under the fair value option deseribed above,
“Market making” and “Other principal transactions™
primarily represent gains and  losses on “Financial
instruments  owned, a1 fair value” and  “Financial
instruments sold, but not vet purchased, at fair value,”

Loans and Lending Commitments

The table below presents the difference between the
aggregate fair value and the aggregate contractual principal
amount for loans and long-term receivables for which the
fair value option was elected. In the table below, the
aggregate contractual principal amount of loans on non-
accrual status andfor more than 90 days past due (which
excludes loans carried ar zero fair valoe and consadered
uncollectible} exceeds the related fair value primarily
because the firn regulady purchases loans, such as
distressed  loans, at values significantly  below  the
contractual principal amounts,

Aiaof Decarnbar

£ in milons 2006 a0 %

Unsgcurad Eong-lermn borramngs 584 m {sad)
Cthes habilibes and secrusd copenses (66} i34l 1441
08 hit (&30 1217 [
Total 81.128] 321 soos)

I the vable abwowve:

= Gainsf{losses) exclude contractual imerest, which s
incloded m “Interest income™ and “Interest expense,” for
all instruments other than hybrid financial instruments.
See Mote 23 for further information about interest
income and interest expense,

= Unsecured shor-term borrowings inchades gainsilosses)
on the embedded dervative component of hybrd
financial instruments of 5{105} billion fer 2016,
5339 million for 2015 and 5{1.22) billion for 2014,
respectively.

= Unsecured long-term borrowings includes gainstlosses)
on the embedded derivative component of hybrid
financial  instruments of $737 million for 2016,
5653 million for 20005 and Si697) millon for 2014,
respactively.

= Orther Labiliies and accrued expenses includes gains/

{losses) on certain subordimated liabilities of consolidated
VIEs.

* Other primarily consists of gainsilosses) on receivables
from customers and counterparties, deposits and other
secured fimancings.
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As of December 2006 and December 2003, the fair value of
unfunded lending commitments for which the fair value
option was elected was a habalicy of SBO mallion and
5211 million, respectively, and the related total contractual
amount of these lending commitments was §7.19 billion
and 514.01 billion, respectively. See MNote 18 for further
information about lending commitments.

489/573

ooOooood



THE GOLDMAK SACHS GROUP, NG AMD SUBSIDIARIES

Motes to Consolidated Financial Statements

Long-Term Debt Instrumeants

The apgregate conteactual principal amount of long-term
ather secured financings for which the fair value option was
elected exceaded the related fair value by £361 million and
5362 million as of December 2006 and December 20015,
respectively. The aggregate contractual principal amount of
unsecured long-term borrowings for which the fair value
option was ebected exceeded the related fair value by
51.56 billion and $1.12 billion as of December 2016 and
Drecember 20015, respectively. The amounts above include
both prancipal- and non-principal-protected  long-term
borrowings.

Impact of Credit Spreads on Loans and Lending
Commitments

The estmated net gam  amcibutable 1o changes i
imstrument=specific credit spreads on loans and lending
commitments for which the fair value option was clected
was 5281 million for 20016, 5751 million for 2015 and
S1.83% billion for 2014, respectively, The firm generally
caleulates the fair value of loans and lending commitments
for which the fair value option is elected by discounting
future cash flows am a rate which incorporates the
mstrument-specific credun spreads. For l']m:ing—ra:: loans
and lending comumitments, substantaally all changes in fair
value are atributable vo changes in mstrument-specific
erecit spreads, whereas for fixed-rate loans and lending
commitments, changes in fair value are also attributable to
changes in interest rates,

Debt Valuation Adjustment

The firm caleulates the fair value of financial liabilities for
which the fair value option s elected by discounting fusure
cash flows at a rate which incorporates the firm's credit
spreads. The wet DVA on such financial liabilities was a loss
of 5544 million {5544 million, net of tax) for 2016 and was
included  n “Debt wvalwarion  adjustmert™ in the
consalidated statememts of comprehensave mcome. The
gainsf{losses) reclassified 1o earnings from accumulated
other comprehensive loss uwpon extingushment of such
financial liabilities were not matenial for 20106,
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Mote 9.

Loans Receivable

Loans receivable is comprised of loans held for investment
that are accounted for at amortized cost net of allowance
for loan lesses. Imterest on loans receivable is recognized
over the life of the loan and is recorded on an acerual basis,

The table below presents details abowt pans recevable,

s of Dmonmber
¥ i along e A
Copomte bans §24.837  §00.0a0
L5 B ervabe waalth mansgement chenis 13,528 1&
Loans backed by commgrcial renl astale 4 T61 E M
.' -:v;-'uf: L"."l-c'-.:--'! Loy rl\--:.'r!-ﬂ'n::'l:dl.-.'::és‘..:ul:a ) T Sm o 2 f-'!Tﬁ

Dther kans 2880 455
Total loands meconable, gross BOAB1 A5l
Alkosnen Lof loan laadas {E09] 14l
Total loans recahvabile $49.672  Gabany

T

As of December 2016 and December 2005, the fair value of
loans receivable was 349,80 billion and 545,19 billion,
respectively. As of December 2016, had these loans been
carried at fair value and included in the fair value hicrarchy,
52840 billion and $21.40 billion would have been
clasaified in level 2 and level 3, respectively. As of
December 2015, had these loans been careied at faie valie
and mcluded in the faie value hierarchy, $23.91 billion and
52128 balleon would have been classified m level 2 and
level 3, respeatively.

The firm also extends lending commitments that are held
for investment and accounted for on an accrual basis, As of
December 2006 and December 2015, such  lending
commitments were 59805 billion and $93.92 billion,
respectively. Substantially all of these commitments were
extended 1o corporate borrowers and were primarily
relared to the firm's pelationship lending activities. The
careving valse and the estimared fair value of such lending
commitments  were  labilites of 5327 million and
$2.55 billion, respecrively, as of December 2016, and
291 million and 5332 billion, respectively, as of
Drecember 2015, As of December 2006, had thess kending
commitments been carried at fair value and mcloded in the
fair vahse hierarchy, S1L10 bilhon and $1.45 billion would
have been classified in level 2 and level 3, respectively. Asof
December 2015, had these fending commitments been
carried at fair value and included in the fair value hierarchy,
$1.35 billion and $1.97 billion would have been classified
in level 2 and level 3, respectively.

Goddman Sachs 2006 Form 104 147

490/573

ooOooood



THE GOLDMAN SACHS GROLUP, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements

The following iz a description of the captions in the table
above:

= Corporate Loans. Corporate loans inchude term loans,
revolving Dines of credit, letter of credit facilities and
bridge loans, and are principally used for operating
liquidity and general corporate  purposss, or in
connection with acquisitions. Corporate loans may be
secured or unsecured, depending on the loan purpose, the
risk profile of the borrower and other factors. Loans
receivable related to the firm's relationship lending
activities are reported within corporate loans.

Loans to Private Wealth Management Clients. Loans
to the fiem's private wealth management clients include
loans used by clients o finance private asset purchases,
employ leverage for sieategic investments in eeal or
financial assets, bridge cash flow timing gaps or provide
liquidity for other needs, Such loans are primarily secured
by securitics or other assets,

Loans Backed by Commercial Real Estate, Loans
backed by commercial real estate inclide loans extended
by the firm that are directly or indirectly secured by
hetels, retail stores, multifamily housing complexes and
commercial and industrial propemies. Loans backed by
commercial real estate also include loans purchased by
the fiem.

Loans Backed by Residential FAeal Estate. Loans
backed by residential real estate include loans extended
by the firm o clents whoe warchouse assets that are
direatly or medirectly secored by residemtial real estate,
Loans backed by residential real estate also include loans
purchased by the firm,

Other Loans. Other loans primarily include loans
extended to clients who warchowse assets that are directly
or indirectly sscured by consumer loans, including awmo
loans, and private student loans and other assets. Other
loans alse includes unsecured loans to individuals made
through the firm's online plarform.

148 Goldman Sachs 2076 Fosm 10-K

EDINETOOOO

O00OO0000O000000000000dnoOond(eossss)

Loans receivable inchades Purchased Credin Impaired (PCI
loans. PCL loans represent acquired loans or pools of koans
with evidence of credn deteroration subsequent 1o their
ongination and where it s probable, at acquisition, that the
firm will not be able to collect all contractually required
pavments. Loans ascquired within the same reporting
pericdd,  which  have at  least two common  rnisk
characteristics, one of which relates to their credit risk, are
eligible to be pooled together and considered a single unit of
account. POl loans are initially recorded at acquisition price
and the difference between the acquisition price and the
expected cash flows (accretable wield) s recopmzed as
interest income over the life of such loans or poals of bans
on an effective vield method. Expected cash flows on PCI
loans are determined using vanous inputs and assumptions,
including default rates, loss severities, recoveries, amount
and timing of prepaymenis and other macroeconomic
indicators,

As of December 2006, the gross carrying value of PCl loans
was 53,97 billion (including 51.44 billion, 52.51 billion
and 518 million related to loans backed by commercial real
eatate, loans backed by residential real estate and other
consumer loans, respectively). The owrstanding prancipal
balance and accretable vield related o such loans was
$8.52 billion and 3526 million, respectively, as of
December 2016, At the time of accpuisation, the Lar valoe,
related expested cash flows, and the contractually required
cash flows of M1 loans acquired during 2006 were
52,51 billion, $2.82 killion and $6.39 billion, respectively,
As of Decemnber 2015, the gross carrying value of PCI boans
was 52,12 billion (including $1.16 billion, $941 million
and 523 million related o loans backed by commercial real
estate, loans backed by residential real estate and other
consurmer loans, respectively). The oustanding prancigal
balance and accretable vield related to such loans was
S554 billion and 5234 melbon, respectively, asx of
December 20135, At the time of accpaisation, the Tair value,
related expected cash Mows, and the contradually requaired
cash flows of POl loans acquired dunng 2005 were
$2.27 billion, $2.50 ballion and $6.47 billion, respectively.
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THE GOLDMAK SACHS GROUP, NG AMD SUBSIDIARIES

Motes to Consolidated Financial Statements

Credit Quality

The firm’s rsk assessament process incluedes evaluating the
erecic gquality of 1% loans recervable, For loans recewvable
{excluding PCH loansh, the firm performs cradin reviews
which imclude mntial and ongoing analyses of its borrowers,
A credit review is an independent analysis of the capacity
and willingness of a borrower to meet s financial
obligations, resulting in an internal credit rating. The
determination of internal credit ratings alse incorporates
assumptions with respect to the nature of and cwlosk for
the borrower's industry, and the economic environment.
The firrn also assigns & regulatory sk eating 1o such loans
based on the definitions provided by the V.S, federal bank
regulatony agencies.

The table below presents gross loans receivable {excluding
PCL loans of 5397 billien and 3212 billion as of
Drecember 2016 and December 2003, respectively, which
are not assipned a credit rating equivalenty and related
lending commitments by the firm's internally determined
public rating agency equivalent and by regulatory risk
rating. Mon-criticized/pass loans and kending commitments
eepresent  loans and  lending commitments that  are
pr:rfomling andfor do  mor  demonstrate adverse
characteristics that are hkely o result in a credit loss.

Landing
F o rvallcring Lesarms Corrrrdsiurts, Teasl
Craddit Rating Equivabsmt
Az of Dacambar 2016
¥ da

Tolsl 43,700 #351% $137.619

Regulatory Risk Rating

As of Decembaer 2016

ToroiooTn . SL146 894886 $13812
Crlis o 3,088 3,078 5,144
Total 548,211 $98,045 2144258

As of Decambar 2015

243,700 353519 5137619
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The firm enters into economie hedges o mitrgate credit rsk
on <ertamn loans recervable and commercial lending
commitments (both of which are held for investrment)
related to the firm's relationship lending activities, Such
hedges are accounted for at fair value, See Mote 18 for
further  imformation  abowt  commercial  lending
comumitments and asociated hedges.

Loans receivable (excluding PCI boans) are determined to be
impaired when it is probable that the firm will not be able
to collect all principal and  interest due under the
contractual terms of the loan. At that time, loans are
generally placed on non-accrual status and all acerued bun
uncellected mterest is reversed against interest income, and
interest subsequently collected & recognized on a cash basis
1o the extent the lean balance is desmed collectible.
mherwise, all cash receved s uwsed to reduce the
outstanding loan balance, In centain circimst ances, the firm
may also modify the eriginal terms of a loan agreement by
granting a concession to a borrower experiencing financial
difficulry. Such modifications are considered troubled debt
restructurings and typically include interest eate reductions,
pavment extensions, and modification of loan covenanis.
Loans modified m a troubled delw eestructuring are
considered impaired and are subject to specific loan-level
FESErVEs,

As of December 2016 and December 2003, the gross
carrving value of impairad loans receivable {excluding PCI
loans) on non-accrual status were $404 millien and
52213 million, respectively, As of December 2016, such
loans included 5142 million of corporate loans that were
modified in a troubled debt restructuring, and the firm had
5144 million in lending commitments related 1o these
loans. There were nosuch loans as of December 2015,

For PCI loans, the fiem's risk asetament process meludes
reviewing <ertam key metrics, such as delinquency status,
collateral vahees, credit scores and other rek factors, When
it is determined that the firm cannot reasonably estimane
expected cash flows on the PCH loans or pools of loans, such
loans are placed on non-accrual status,
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THE GOLDMAN SACHS GROUR, ING. AND SUBSIDIARIES

Notes to Consolidated Financial Statements

Allowance for Losses on Loans and Lending
Commitments

The frm's allowance for loan loses is comprised of specific
koan-level reserves, portfolio level reserves, and reserves on
PCI lerans as described below:

= Specific loandevel reserves are determined on loans
{exc luding PC] loans) that exhibic credit quality weakness
and are therefore individually evaluated for impairment.

Portfolio  level reserves are determined on loans
{excluding PCL loanst no deemed  impaired by
apgregating groups of loans with similar sk
characteristics and estimating the probable loss inherent
in the portiolio.

Reserves on PCT boans are recorded when it is determined
that the expected cash flows, which are reassessed on a
quarterly basis, will be bower than thoss used to establish
the current effective vield for such loans or pools of loans,
Ii the expected cash flows are determined o be
significantly higher than those wsed to establish the
current  effective  vield, such increases are  initially
recopnized as a reduction to any previously recorded
allowances for loan lesses and any remaining increases
are recognized as interest income prospectively over the
life of the loan or pools of loans as an increase o the
effective vield

The allowance for loan bosses is determined using various
mputs, ncluding induwsiry defaah and loss dua, caerent
maé raeconomic indicators, borrower's capacity to meet its
finamcial obligations, borrower’s country of sk, loan
seniority and collateral type. Management's estimate of
boan losses entails judgment about koan collectability at the
reporting dates, and there are uncenainties inherent in
those judgments. While management uses the  best
information available to determine this estimate, future
adjustments to the allowance may be necessary based on,
among other things, changes in the economic environment
or varanees between actual resulis and the oginal
assumptions used. Loans are charged off against the
allowance for loan bosees when deemed to be uncollectible,
As of December 2016 and December 2015, substantially all
of the firms loans receivable were evaluated for
impaiement at the portfolio level.
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The firm also records an allowance for losses on lending
commitments that are held for ivestment and accounted
for on an accrual basis, Such allowance is determined using
the same methodology as the allowance for koan losses,
while also taking into consideration the probability of
drawdowns or funding, and is included in *Other liabilities
and accrued expenses.” As of December 2006 and
December 20015, substamtially all of such  lending
commitments were evaluated for impairment at the
profalio level.

The table below presents changes in the allowance for loan
losees  and  the  allowance for  losses on lending
COMMITMents,

ez Ended Decombe
#irEna ik XAE

Allewancs Tor loan losses

Bepnnng belwnce - . $474 _ 3w
Changa-ofis [ah {1}
Proviee) @
Qithgs i35} —
Elﬂliﬂhllimu S50 404
Allwancs for losses on londing commitments
Bepnmpbelnce 020948 20 S
Pronasace 4 102
Dthar {20} —
Ending balance 5212 $1e8
In the table above:

* The proviion for losses on loans and  lending
commitments  is  incloded i “Other  principal
transactions,” Substantially all of the provison was
related to corporate loans and corporate lending
COMMItments,

Other represents the reduction to the allowance related to
koans and lending commitments transferred to held for
sale,

As of December 2016 and December 2015, substantially
all of the allowance for loan losses and allowance for
losses on lending commitments were related to corporate
loans and corporate lending commitments and were
pricarily determined an the porfolio level,

= The firm's allowance for losmes on PCI loans as of
December 2016 was not material. There was no
allowance for losses on PCI loans as of December 2015,
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THE GOLDMAN SACHS GROUP, IMC AND SUBSIDIARIES
Motes to Consolidated Financial Statements

Mate 10,
Collateralized Agreements and Financings

Collateralized agreements are securities purchased under
agreements o resell (resale agreements) and securities
borrowed. Collateralized financings are securities zokd
under agreements 1o repurchase (repurchase agreements),
secunities Joaned and other secured financings. The firm
emers into these transactions in erder to, among other
things, facilitate client activities, invest excess cash, acquire
securties 1o cover short posttions and finance certain firm
activitics,

Collateralized agreements and financings are presented on a
net-by-counterparty basis when a legal right of setoff exists,
Interest on collateralized agreements and collateralized
financings is recognized over the life of the transaction and
wcluded in “lnterest income” and “laterest expense,”
respectively, See Note 23 for further informarion about
mtenst meome and interest expense.

The rable below presents the carrying value of resale and
repurchase agreements and secorities borrowed and boaned
transactions.

#us of Decermiber
#n s T
SeCUnDes puchased undar Sgreedants o [ I-"I'Il..ﬁ R ".ﬁ.";’:l_
Sadunibed bonowed 1BAEDD 17T 65
Socufibet sobd under agreamants to reourchass 1818 86063
Securibes naned 7.524  GEN4

Inthe table above:

Substantially all resale agreements and all repurchase
agrecmients are carried at fair value under the fair value
option. Sce Note £ for further information abowt the
valwation techniques and significant inputs wsed to
determine fair value.

Asof December 2016 and December 2015, 582,40 billion
and %7534 bilien of securities  borrowed, and
5265 billion and 53466 millon of securtties loaned were
at fair value, respectively.
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Resale and Repurchase Agreaments

A resale agreement s a transaction in which the fiem
purchases financial mstruments from a seller, typically in
exchange for cash, and simultaneously enters imo an
agreement to resell the same or substantially the same
financial instrumems to the seller ar a stated price plus
accrued interest a1 a fture date,

A repurchase agreemsent Is a transaction in which the firm
sells financial instruments to a buyer, typically in exchange
for cash, and simultaneously enters into an agreement to
repurchase the same or substantially the same financial
instruments from the buyer at a stated price plus accrued
interest ar a futre dare,

Even though repurchase and resale agreements (including
“repos-  and  reverses-to-maturity”)  involve the legal
transfer of ownership of financial imstrumens, they are
accounted for as financing arrangements because they
reqpeire the finamcial instrements 1o be reporchased or
resobd before or at the maturity of the agreement. The
financial instruments purchased or sold in resale and
repurchase agreements typically include US. government
and federal agency, and investment-grade sovercign
obligations.

The fiem receives financial ingruments purchased under
resale  agreements and makes delivery of financial
instruments sold under repurchase agreements, To mitigare
credit exposure, the firm monfors the markes value of these
financial imstruments on a daily basis, and delivers or
obtains additional collateral due 1o changes in the market
valwe of the financial instruments, as appropriate. For
resale agreements, the firm typically requires collateral with
a fair value approximately equal to the carrying value of the
relevant assets in the consolidated statements of financial
condition.
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Notes to Consolidated Financial Statements

Securities Borrowed and Loaned Transactions

In a wcuntes borrowed transaction, the firm borrows
securities from a counterpanty in exchange for ¢ash or
securities. When the fiom returns the securties, the
counterparty returns the cash or securities, Interest s
generally paid periodically over the life of the transaction.

In a securities loaned transaction, the firm bends securities
to a counterparty in exchange for cash or securities. When
the counterparty retums the securities, the firm returms the
cash or securitees posted as collateral. Interest is generally
paid periodically over the life of the transaction.

The firm reccives securitics borrowed and makes delivery of
securities loaned. To mitigate ceedit exposure, the firm
monitors the marker value of these secunties on a daily
basig, and delivers or obtains addinional collateral due vo
changes i the market wvaloe of the securitics, as
appropriate. For secunties borrowed transacirons, the firm
tvpically requires collateral with a fair value approximately
equal to the carrving value of the securities borrowed
[ransacrion.

Securities borrowed and loaned within Fixed Income,
Currency and Commadities Client Execution are recorded
at fair valwe under the fair value option. See Note § for
further information abowut securities borrowed and loaned
accounted for at faie value.

Securities borrowed and loaned within Securimies Services
are recorded based on the amount of cash collueral
advanced or receved plus accrued interes, As these
arrangements generally can be terminated on demand, they
exhebat lutle, if any, sensitivity to changes in interest rates,
Therefore, the carrving valoe of such  arrangements
approximates fair value. While these arrangements are
carried at amounts that approximate fair value, they are not
accounted for at fair value under the fair value option or at
fair value in accordance with other US. GAAP and
therefore are not included in the fiem's fair value hierarchy
in Notes & through 8 Had these arrangemenis been
included in the firm®s fair value hierarchy, they would have
been classified in devel 2 a8 of Decernber 2016 and
December 2015,
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Offsetting Arrangements

The table below presents the gross and net resale and
repurchase agreements and secunties borrowed and loaned
transactions, and the related amounmt of counterpary
netting imcluded in the consohidated statements of financial
condition. The table below also presents the amounts not
offset in the consolidated statements of financial condition,
including counterparty netting that does not meet the
criteria for netting under ULS, GAAP and the fair value of
cash or securities collateral received or posted subject to
enforoea ble credit support agreements.

Fiasenln e bl s,
Ssals  SAcumms  Fepovhis  Seoonted
$ in mulions speomarcs  bomowsd | agreamants Inaned
As of Decembar 2016

consalidated statemants of financial condition
; 5173561 5183571 5120452 $12.495

it {546,636] (4.971F  [S6.638)  (4.971)
Total 116,926 184,600 TAIE TEXM

Amcunts not offset
LoUMBepaty neltng [8.313] {4045} (8319}  {4.045)

Cofataral [107.188] (170625} (52,081} (3.087)
Total § 1458 § 9930 § 1416 § 3

B of December 2015

ncluded in the consolidated statements of financial condition
GAOss Sairyig vike 163193 1890203 31145980 S EI1TD
Counterpasty neting 23, B {25651 (25231  [2.565
Taital 134,308 177639 86,068 3514
Amounts not offset

Counferparty neltng

l4.9791 11,7321
7e.asm  [1.71)
% 2132 3 181

Colataral

Tatal

Inthe table above:

+ Substantially all of the gross carrving values of these
arcamgements  are  subject 1o enforceable  mewing
:¢r|:\¢rnm[£.

Where the firm has received or posted collateral under
credit support agreements, bat has not vet determined
such agreements are enforceable, the relared collareral has
not been netted.
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Gross Carrying Value of Repurchase Agresments
and Securities Loaned

The table below presemts the gross carrving vahs of
repurchase sgreements and securities loaned by class of

collateral pledged.

Feprachess  Secmmes

£ 00 rrilions agraements Fanad
As of December 2016

hahey matsl Insiruments § 97 5 -
U5, government snd Tederal sgancy obligalons 7207 18
Nondl 5 gowvernment and agancy obhoations. 561686 1.848

Sacyritas backed by commerc
ecurilies backed by tessdantin
porale Gt Loy
State and municpal chlgaions
Other dabl obhgatons

E-),-\.-'.K"i and cofnarnble dabeniungs 16028 10,458
Total S12BA452 512455
A of Decomber 2006

[ 7 o e —— 3 ang 2

Monoy ket nsTunent 5906 5

US, govarnment snd hederal Bgancy oblagatsang 54,855 I"_l_'l_
NanUl S Qoosinimnt s Sgancy obhganons n.547 455
Souribad bachod by cormmarcisl nial ot 269 _ -
Securilies bocked by resdenal ras oslle 2068 —
Corporate delbt securilees 6877 ]
State sed municgalcbigations 804 —
Othar deln S 101 —
Eqatios andconvortiblo debentures e

Tl 3114960 3 6178

The rable below presents the gross careying value of
repurchase agreements and secwrities loaned by matwrity
dare.

A of December 2018

Repurchass  Sacurities
$in relfions afghemanT losned
o started matunity snd cvemight 5 35939 5 4835
FEE T . AT339  G.0od
Gomdws T qesEr so0
Ol s - 1 yoar 18288 1,636
(eatier 1han 1 yaer 9,663 500
Total S128.452 312,455
In the table above:

» Repurchase agreements and secunties loaned that are
repavable prior to maturity at the option of the firm are
reflected at their contraciual maturity dates.

+ Repurchase agreements and securities loaned that are
redeemabde prior 1o maturity at the option of the holder
are reflected at the earliest dates such options become
exercizable.
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Other Secured Financings

In addition to repurchase agreements and securities leaned
transactons, the firm funds certain assets through the use of
other securad financings and pledges financial ingtruments
andl ether assets as collateral in thess transactions. These
other secured financings consist of:

+ Liabilities of consolidated V1Es;

= Transfers of assets accounted for as financings rather than
sales {primarily collateralized central bank financings,
pledged commaeditics, bank loans and morigage whaole
loans); and

+ Other strusctured financing arrangements.

Other secured financings include arrangements that are
nonfecourse. As of December 2006 and December 20015,
nensecourse other secured Dnancings were 52,54 billion
and 52.20 ballios, respectively,

The firm has elected o apply the fair value option 1o
substantially all other secured financings because the wse of
fair valse eliminates non-economic volatility in ecarnings
that would arise from using different  messurement
attributes. See MNote 8 for further information about other
secuwred financings that are accounted for at fair value.

Other secured financimgs that are not recorded at fair value
are recorded based on the amount of cash recerved plus
accrued interest, which generally approximates fair value.
While these fimancings are carred at amounts that
approximate fair value, they are not accounted for at faie
value under the fair valee option or at fair value in
accordance with other 1.5, GAAP and therefore are not
included in the firm's fair value hicrarchy in Notes 6
through 8. Had these financings been included in the firm's
fair value hicrarchy, they would have been primarily
classified in level 2 as of December 2006 and
December 2015,
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The table below presents information abour other secured
fInancings.
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The table below presemts other secured financings by
raterity date,

US  Hordl3 An ol
§ i el Dt Dy Toal ¥ v e Dwcembar B8
Aa ol Decembar 7016 . Dthes sscuned linarcags [shor bLamd $12.118
TiFae Gocutind ET T R R ithes so - I n 5
e T saamo sams g immnmimem 5575
AL armonzed ookl - - - )
Wischtad aviiigs mibarest calas =% =% San B Y qER
Cithae spcurad fnancings (ongbemm T -FB-I‘I
2 tae valus 3 % T X S L—
&2 arnartzed cost 146 05 450 '_r"'"f - Ehorgadber . 548
Wasahtod avarsge abarsat fales £06%  718% Tolal othed secured lnancings agteml 405
Total S15.087 % 64 521580 Total other saciitad fenandings 21623
b spcuned tmancings coflataradzod by
Findsnc @l mgInrents: $1LBSE S 55M  §19.82 Inthe table abowve:

T Dithuse kit i 150 aE2 e

A5 of Dacsmibgr 2015

THTe Dol TEeings
At far valus $ TAR2  $EA48 13400
Hlemorvedeest B BN
Washidd Sviidgie atBarast dalad 20 ?
Oithate spcuned Trwncings {longebemmi
Ar dar valum &, 07 05 2,507
TRtamoroedcest A mm 713
Weighiad avorage ntarest rales 287% 1.54%
T2gl V15538 § 9006 404.75d
—
Chbae stunad {rancings colalaraised by
Firancaml mstrunrants £14867 SBETZ 2T
Cithas SEs9ts E76 E2E] 1.0
In the table above:

= Short-term  secured  financings  melude  Ninancings
maturng within one vear of the financial statement date
and financings that are redeemable within one vear of the
financial statement date at the option of the holder.

Weighted average interest rates  exclude secured
financings at fair value and inchade the effect of hedging
activities. See Note 7 for further information about
hedging actavities.

Total other secured financings include $285 million and
5334 million related o transfers of financial assers
accounted for as financings rather than sales as of
December 2006 and Drecernber 2015, respectively. Such
financings were collateralized by financial assets of
5285 million and 5336 million as of December 2016 and
December 2015, respectively, primanly  included in
“Financial instruments owned, at fair value.”

Other  secured  financings  collateralized by financial
insrruments include $13.65 billion and $14.98 billion of
other secured financings  collaeralized by financial
istruments awned, at fair valve ag af December 2006 and
December 2005, respeatively, and include 56,18 billion amd
S8.76 bullion of ather secured hnancmgs callateralized by
finansial mstrurments recervesd as collneral and repledged as
of Decermnber 2016 and Decernber 2015, respectnvely.
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* Long-term secured financings that are repayable prior to
maturity at the option of the firm are reflected at their
contractual maturity dates.

+ Long-term secured financings that are redeemable prios
to maturity at the option of the holder are reflected at the
earliest dates such options become exercisable.

Collateral Received and Pledged

The hiem receives cash and securities {e.g., U.S. government
and federal apency, other sovercign and  corporate
abhigations, as well as equities and convertible debentures)
as  collateral, primarily in connection  with  resale
agreements, securities borrowed, denvative transactions
and custemer margin loans. The firm obtains cash and
securities as collateral on an upfront or contingent basis for
derivative instruments and collateralized agreemems 1o
reduce its credit exposure to individual counterparties.

In many cases, the firm is permirted 1o deliver or repledge
financial mstruments received as collateral when entering
inte  repurchase  agreements  and  secunities  Boaned
transactions, prmarly n connection with scured client
financing activities, The firm & also permitted to deliver or
repledpe these financial instruments in conmection with
other  secured  finamcings, collateralized  derivative
transactions and firmor customer settlement requirements.,

The firm also pledges certain financial instruments owned,
at fair value in connection with repurchase agreements,
securities loaned transactions and other secured financings,
and other assets (substantially all real estate and cash) in
connection with ather secured financings to counterparties
who may or may not have the aght to deliver or repledge
them.
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THE GOLDMAN SACHS GROUP, INC AND SUBSIDIARIES
Motes to Consolidated Financial Statements

Thee table below presents financial instruments at Gir value
received as collateral thar were available to be delivered or
replediped and were delivered or replediged by the firm.

fin.of Dmoamber
20 s BT
Collabers svalable 1o ba delvvened of repleciped SERMB09  §53E.604
Collaters! that was delvered o raplacoed 435,717 a6 240

In the tablke above, as of December 2006 and
December 200135, collateral available o be delivered or
repleduged excledes 51547 billion and 51894 billion,
respectively, of securitics received under resale agreements
and seouritics borrowed transactions that contractually had
the right to be delivered or repledged, but were segregated
for regulatory and other purposes.

The table below presents information about assets pledged.

As of Dacarter
F o ety 2018 e
Fruncial insirumaents owned, 31 fas vafur pleded 1o courdopartes that
L LD L T E— T
Dl r? B Ther gl b0 disksr of respledige 1,089 E3880
Crihar susats phckyed to condanpasing that de
Tl b Ehie nght b delved of replcioe F.287 1.841

The farm also segregated 51529 billion and 519,56 Willion
of securities included in “Financial imstruments owned, @
fair value” as of December 2006 and December 20015,
respectively, for regulatory and other purposes. See Mote 3
for information about seprepated cash.

Hote 11,

Securitization Activities

The firm securstizes residential and commercial mortgages,
corporate bonds, loans and other types of financial assets
by selling these assets to securitization vehicles (e.g., trsts,
corporate entities and limited liability companies) or
through a resecuriization. The fiem acts as underwriter of
the beneficial interests that are sold to investors. The firn's
residential morgage securiifalions  afe  primarly i
connection with govermment agency securitizations,

Beneficial mterests isued by securitization entities are Jdebt
or equity securities that give the investors rights 1o receive
all or portions of specified cash inflows to a securitization
vehicle and include senbor and subordinated imerests in
principal, interest andor other cash inflows, The proceeds
from the sale of beneficial intercsts are used to pay the
transferor for the financial assets sold to the securitization
vehicle or to purchase securitics which serve as collateral.

The firm accounts for a securitization as a sale when it has
relinguished comtrol over the ransferred assers, Prior 1o
securitization, the finm accounts for assets pensing transfer
at fair value and therefore does not typacally recognize
sigmificant gains or losses upon the transfer of assets, Net
revenues from underwriting activities are recognized in
connection with the sales of the underlving beneficial
interests Lo Nvestors.

For teansfers of assets that are not accounted for as sales,
the assets semain in “Financial instruments owned, at fair
valuwe™ and the transfer is accounted for as a collateralized
financing, with the related interest expense recognized over
the Life of the transaction. See Notes 100and 23 for further
mformation abow collateralired financings and nterest
expense, respectively.

The fiom generally receives cash in exchange for the
transferred  assets but may also  have confinuing
invalvement with transferred asscts, inclhading ownership of
beneficial interests in securitized financial assets, primarily
in the form of senior or subordinated securitics. The firm
may also purchase senior or subordinated securities issued
by securinzation vehicles (which are typically VIEs) in
connection with secondary market-making activities.

The primary risks included in beneficial interests and other
interests feom the firm's continuing involvement with
securitization  vehicles are the  performance of the
underlving collueral, the position of the firm’s investment
in the capital structure of the securitization vehicle and the
market vield for the security. These interests are primarily
accounted for at fair value and are classified in level 2 of the
fair vahse hicrarchy. Beneficial interests and other interests
not accounted for ar fair value are carried at amounts chat
approximste fair value. See Notes 5 through B for further
informetion about fair value measurements.

The table below presents the amount of financial assets
securitized and the cash flows received on retained interests
in securitization entitics in which the firm had continuing
involvement as of the end of the period.

W Enadied Daptprrie

§ i albons 018 005 4
Resadantisl mortgagss $12,164 510470 518,099
Lomenarcal moeigagas 1 6,043 2810
Othar fnancial p3sats 181 — 1,005
Total $12578_ Sienis  snoin
Rastannad intisradts cash kows & 188 £ 174 3 M5
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THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements

The table below presemts the firm's continuing invelvement
i nonconsolilated securmtzation entities to which the firm
sold assets, as well as the total owtstanding principal
amount of transferred assets i which the firm has
contimuing involvement.
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The table below presemts the weighted average key
economie assumptions used in measuring the far valee of
mortgage-backed retained mterests and the snsitivity of
this fair value to immediate adverse changes of 10% and
20% in those assumptions,

{hn'g:-:m B & of Dacarnbar
$in enioes Ao lowoms ooy 3 1miSons T
‘Az of December 2016 Far vl of fabanad milbiesls 51514 £1.116
m,mq.;smﬁ Waightad sweerage hifa byaars) 78 75
collatenlized morigage cbligations $25.040  § 953 s Constsriprepaymentrste RI%  104%
Cithat rasadentisl marlgage backad 7.261 540 [ Impect of 10% sdvarse changs § 4y £ LY
Other commercisl moripaetacked %7 16— impsciof 20% sdverse change I
D0, CLOs and athar b7 ] 5E & Dacoundrate  Ba%  5%%
Total £31.042 51554 36 Iripesst ol 109 adhvarss changs s 3n £ I8
Impsst of 20% advarss changa {71 554
A4 ol Desembar 2016
L% guismenent agency-issusd Inthe table above:
colleberalized morigage obligations  $30088  § 548 0
Ches rassdantisl mortgege-backed 1,155 154 17 + Amounts do not reflect the benefit of other financial
Othes commurcisl mongege-becked B34y 11 @ instruments that are beld to mitigate risks inherent in
CDOs, CLOs and other 275 44 7 these petained interess.
sl 850,857 31,185 72
* Changes in fair value based on an adverse variation in
In the table above: awsumptions generally cannot be exteapolated because the

* The cutstanding principal amount is presented for the
purpose of providing information abourt the size of the
securitization entities in which the firm has cominuing
invalvement and is not representative of the firm's rsk of
loss,

For retaimed or purchased interests, the firm's nisk of loss
is limited to the carrying value of these interests,

Purchased intercsts represent senior and subordinared
mterests, purchased in connection with  secondary
market-making activities, in securitization entities in
which the firm ako holds retained interests.

Substantially all of the total outstanding principal amount
and total retained interests as of December 2016 and
December 2015 pelate to securitizations during 2012 and
thercafter.

The fair value of retained interests was $1.58 ballion and
S1.16 billion as of December 2006 and December 20135,
respectively.

In additron to the interests m the table above, the firm had
ather comtinuing mvelverment in the form of derivative
transactions  amnd  commitments  with  certain
nonconselidated VIEs, The carrying valse of these
derivatives and commitments was a net asset of 548 million
and 592 million as of December 20016 and December 20015,
respectively. The notional amounis of these derivatives and
commitments are included in maximum exposure to boss in
the nonconsolidated VIE rable in Note 12,

156 Goldman Sachs 2076 Fosm 10-K

relationshap of the change in assumptions to the change in
fair value is not wsually hnear,

+ The impact of a change in a particular assumption is
calculated independently of changes im0 any  other
assumption. In  practice, simultancous changes in
assimptions might magnify or counteract the sensitivitics
disclosed above.

* The constant prepayment rate s included only for
positions for which it is a kev assumption in the
determination of fair value.

+ The discount rae for retained intesests that relave to U.S.

government  agency-issued  collateralized  mortgage
obligations does not include any credit boss.

Expected credit loss assumptions are reflected in the
ehiscomnt rate for the remamder of retained interests,

The firm has other retained mterests not reflected in the
table above with a fair value of 556 million and a weighted
average life of 3.5 vears as of December 2016, and a fair
value of $44 million and a weighted average lide of 3.5 years
as of December 2015, Due to the nature and current fair
value of certain of these retained interests, the weighted
avesage assumpions for constant prepavment and discount
rates and the related sensitivity to adverse changes are not
meaningiul as of December 2016 and December 2015, The
firm's maximum exposure to adverse changes in the value
of these mterests & the carrving value of 556 mallion and
44 million as of December 2006 and December 2005,
respactively,
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Motes to Consolidated Financial Statements

MNote 12,
Variable Interest Entities

A variable interest in a VIE is an investment {e.g., debt or
equity securities} or other interest {e.g., denvatives or loans
and lending commitments) thar will absorl portions of the
VIE's expected losses andlor receive portions of the VIE's
expected resicheal returns.

The firm's variable interests in VIEs include senior and
subordinated debs in residential and commercial mongage-
backed and other asset-backed securitization entities,
Cl¥ks and CLOs; loans and lending commitments; limited
and general parnership interests: preferred and common
cquity; derivatives that may include foreign currency,
equity andlor credit risk; puarantees; and cemain of the fees
the firm receives from investment funds. Certain interest
eate, forergn curdency and credit derwvatives the fiem emters
nte with VIEs are not variable interssts because they
ereate, cather than absorb, cisk,

VIEs generally finance the purchase of assets by ssuing debt
and equity securities that are either collateralized by or
indexed to the assets held by the VIE. The debt and equity
securities ksued by a VIE may include tranches of varving
levels of subordination. The firm's involvernens with VIEs
imcludes secaritization of financial assets, as described in
MNoge 11, and investments in and loans to other types of
VIEs, as described below. See Mot 11 for addiional
information abour securitization activities, ncluding the
definition of beneficial interests. See Nowe 3 for the hirm's
consalidation policies, including the definntion of a VIE.

VIE Consalidation Analysis

The enterprise with a contrelling financial interest in a VIE

i5 known as the primary beneficiary and consolsdates the

VIE. The firm determines whether it is the primary

beneficiary of a VIE by performing an analysis that

principally considers:

* Which varable interest holder has the power to direst the
activities of the VIE that most significantly impact the
VIE's economic perfonmanse;

* Which variable imerest holder has the obligation to
absorb losses or the right 1o receive benefits from the VIE
that could potentially be significant to the VIE;

+ The VIE's puspose and design, ncluding the eisks the VIE
was desgned to create and pass through to s vanable
interest holders;

+ The VIE's capital structure;

EDINETOOOO
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* The terms between the VIE and its variable interest
holders and other parties involved with the VIE; and

= Related-pany relationships.

The firm reassesses its initial evaluation of whether an
entity i a VIE when certain reconsideration events occur.
The firm reassesses fs determination of whetler it is the
primary beneficiary of a VIE on an ongoing basis based on
current Bacts and circunmstances.

VIE Activitias
The firm is principally invelved with VIEs through the
following business activities:

Meortgage-Backed VIEs and Corporate CDO and CLO
VIEs. The firm sclls residential and commercial mortgage
loans and secusities to mongage-backed VIEs and
corporate bonds and loans o corporate CDHOY and CLO
VIEs and may retain beneficial interests in the assers sold 1o
these VIEs. The firm purchases and sells beneficial intesests
issued by mongage-backed and corporate CIHY and CLO
VIEs in connection wih market-making acivites. In
addition, the firm may enter into derivatives with certain of
these VIEs, prnmarily interest rate swaps, which are
typically not vamable interests. The firm generally enters
inte derivatives wish other counterparties to miigate its
risk frem derivatives with these VIEs,

Certain mongage-backed and corporate CDO and CLO
VIEs, usually referred to as synehetic CDOs or credit-linked
note VIFs, symthetically create the exposure for the
beneficial interests they msue by enrening into credit
deavatives, rather than purchasing the underlving assets
These credit derivatives may reference a single asser, an
milex, or a portfolio'hasket of assets or indices. See Note 7
for further information about credit derivatives, These VIEs
use the funds from the sale of beneficial interests and the
preminms received from credit derivative counterpartics to
purchase securities which sceve 1o collateralize  the
beneficial interest holders andlor the credit derivative
counterpanty. These VIEs may enter into other derivatives,
primarily interest rate swaps, which are typically not
varable nterests. The fiem may be a counterparny o
derivatives with thess VIEs and generally emters into
denvatives with other counterparties to mitigate its risk.

Goddman Sachs 2006 Form 104 157
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THE GOLDMAN SACHS GROLUP, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements

Real Estate, Credit-Related and Other Investing VIEs,
The firm purchases equity and debt secuntps maved by and
makes loans o VIEs that hold real estate, performing and
nonperforming debt, distressed loans and equity securities,
The firm tvpially doss not sell asects to, or enfer o
derivatives with, these VIEs.,

Other Asset-Backed VIEs. The firm structures VIEs that
msue notes to clients, and purchases and =clls beneficial
interests issued by other asset-backed VIEs in conneation
with market-making activities. In addition, the firm may
enter into derivatives with certain other asset-backed VIEs,
primarily total return swaps on the collateral assers held by
these VIEs under which the firm pays the VIE the return due
to the note holders and recerves the return on the collareral
assets owned by the VIE. The firm generally can be
remewed as the total return swap counterparty. The firm
generally enters mto derivatives with other counterparties
to mitigate its risk from derivatives with these VIEs, The
firm typically does not sell assets to the other asset-backed
WVIEs it structuses.

Principal-Protected Mote WIEs. The fiem structures VIEs
that issue principal-peotected notes to cliems. These VIEs
own portfolios of assers, principally with exposure 1o hedge
funds. Substantially all of the prancipal protection on the
notes issued by these VIEs 15 provided by the asser poniolio
rebalancing that is required under the terms of the notes,
The firm enters inte total return swaps with these VIEs
under which the firm pays the VIE the return due to the
principal-protected note holders and receives the return on
the assets owned by the VIE. The firm may cnter into
derivatives with other counterparties to mitigate the risk it
buas from the derivatives it enters into with these VIEs. The
firm also obtains funding through these VIEs.

Investments in Funds and Other VIEs, The firm makes
ey Vet ments in eertain of the mvestment fund VIES ot
manages and 15 entitled to receive fees from these VIEs. The
firm typically does not sell assets 1o, or enter mto
derivatives with, these VIEs, Other VIEs primanly includes
nonconselidated power-related VIEs, The firm purchases
debt and equaty securities issued by VIEs that hold power-
related assets and may provide commitments to these VIEs.

158 Goldman Sachs 2076 Fosm 10-K
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Adoption of ASU No. 2015-02

The firm adopted ASU No, 201 5-02 as of January 1, 2016,
Upon adoption, cemain of the firm’s investments in entities
that were previoasly classified as voting interest entities are
now classified as VIEs, These inclsde investments in certain
limited pamnership entitics that have been deconsolidated
upon adoption as certain fee inferests are not considered
significant interests under the guidance, and the firm is no
longer deemed to have a controlling financial interest in
such entities. See Note 3 for furher information about the
adoption of ASU Mo, 201502,

Monconsolidated VIEs. Ax a rsolt of adoption as of
Januwary 1, 2016, “lavesments in funds and other™
nonconsolidated VIEs included $10070 billion in * Assets in
VIEs,® %343 million in “Carrying wvalue of varable
interests = assers” and 5559 million in “Maximuom
exposure to loss” related 1o investments in limaged
partnership entitics that were previously classified as
nenconsolidated voting interest entities.

Consolidated VIEs. As a result of adoprion as of
Janwary 1, 20016, “Real estate, credit-related and other
investing” comsolidared VIEs included $302 million of
assers, substantially all included in “Financial instruments
owned, ar fair value,” and $122 million of Labilivies,
included in “Other Labilnies and acorued expenses™
pomaridy related o vestments in limited partnership
entities that were previously classified as conselidared
voring infercst entitics,
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Nenconsolidated VIEs

The rable below presents a2 summary  of the
nenconsolilated VIEs in which the firm holds varable
interests. The firm’s exposure 1o the obligations of V1Es is
generally hmated to its interests in these entities. In certain
instances, the firm provides guarantess, including derivative
guarantess, to VIEs or holders of vanable interests in VIEs,
The nature of the firm’s variable interests can take different
forms, as described in the rows under maximum exposure
1o loss. Inthe table below:

+ The maximum exposure to boss excludes the benefit of
offserting financial instruments that ane held 1o mitigate
the risks associated with these variable interests,

For rotained and purchased intercsts, and loans and
investments, the maximam exposure 1o loss is the
carrying vahue of these inferests,

For commitments and guarantees, and denvatives, the
maximum exposure to loss s the netional amount, which
does not represent anticipated losses and also has not
been reduced by unrealized bosses already recorded. As a
result, the maximum exposure to boss exceads liabilities
recorded  for commitments and  guarantees, and
derivatives provided to ViEs.
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The wable below dimapgregates, by principal  business
actvity, the information for nonconsalidated VIEs inchsded
in the summary table above,

A of Dooambar
¥ i mBons e HAE
Mortgagebacked
B5La1% 0 Viks X2 M4 282872
Canryng value of vanabie mterests — assels 1536 2453
hmerum eopostne 1 boss
Retained interasts 1,508 1118
TPurchasedimeests &8 a4
I:orr.*-rr-r.phla-::;::-}.:arﬁ-!;;q*, T o -5_ “-173
Cadvalrad 163 232
Total maximum exposurs to loss 2108 32700
Corporate SO0 and CLOs
Aszseds in ViEs 501 6403
Corrying valug of vanable miergsts —gssets 993 624
Carnnng vidue of vanable mtarests — babiilses 25 FE]
BAAKERUM SXPOSUns B ad
Aonedinteeosts 0 & 3
Purchasid wlbinbss 43 108
Commitmants and QuUarsn lees 186 647
_Dematoas - 841 155
_Leans and mvestmants 94 5

Total maximum exposurn to loss
Real estats, cradit-related and other investing

+ Total maximum exposure 10 loss for commitments and Bsse1s in VIEs & BEIT 3 o7
guarantees, and derivatives inclede 128 billion and Carnying valug of vanabio mianosls — assdts 2550 3,557
§1.52 billion as of December 2006 and December 2011 8, Carnang valus of vanabia mterasts — kablibas 3
respectively, related 1o transactions with VIEs te which ~ Maxsnum sxpasire o s
the fiem transferred assets. Commiamants and guarsntees [k 570

Loans and mvwesiments 2ES0 B RET
Tmlmndmum-Ewwm 5 3243 5 4117
s ol Docarrioen Othar asset-backed ~

§ o eradbcorsg 2018 e ALLe1% in VIES £ 5405 T 7006

Total noncenaalrdated VIES Carnpng vabhue of vanable silerests — sssats 93 265

Asaals in VES S70.083 380145 Canning vahue of vanabie sbenests — kabiilsas 20 145

Campng value of vanable intarasts — assels | 6090 TN BARCETIUI S EPOsUrS b Ras

Campng valug of vanabie intarasts — lnkeditgs 254 177 JPewmnedinterasts 54 41

WEamurn @xposune 10 ke — Purchosad intarasts 72 55
Fitaméd nl 1564 1,188 Ceme ._ﬂ'ﬁkapr]_-w'-?dﬁ‘_ e 2B o 50

“Purchased mbargsts T Tma iEm Drétvatitria 4134 4,075

_Cominitmants and quaraniess 2196 2000 Loans and shivasi mels Lk —
Cissivaatrogs T.44 B0m8 Total maximum dxposuie b s L
Leans and inwsiments 3.760 4,108 Irvastmants in funds and other

Total maximum oxpasure to loss 475208 515751 Assals n Vits §16956 5 4161

Carnnng valve of vanable miarests — assats 1.027 285
Ar yiug of vanatie miarasts - s B L
Carnnng watue ol vanabie mtarasls — mabdilags & —

MaxEmum axpasurg i e

Comenilimeinn s ard Guarss s 1033 ?'S-E
Datveatrves & L
Losdns and snvesiments 1027 L)
Taotal maximum exposure to loss § 2066 1 L0

In the table above, mortgage-backed includes assets in VIEs
of 51,54 billion and 84,08 billion, and maximum exposure
o les of 527% million and 5502 million, as of
December 20016 and December 20135, respeatively, related
to CDOs backed by mortgage obligations,
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THE GOLDMAN SACHS GROUP, ING. AMD SUBSIDIARIES

Notes to Consolidated Financial Statements

The carrying values of the firm's variable interests in
nonconsolidaed VIEs are mcluded i the consobdared
statemwnts of financial condition as follows:

= Mongage-backed: As of December 2006, substantially all
amets were included in “Financial instruments owned, at
fair valwe,” “Loans receivable™ and “Reccivables from
customers and counterparties.™ As of December 20135, all
assets were included in “Financial instruments owned, at
fair value;"

Corporate CDOs and CLOs: As of both December 2006
and December 2013, all mssets were included in
“Fimancial instruments owned, at fair value™ and all
liabilities were included in “Financial instruments sold,
bast not vet purchased, at fair value;™

Real estave, credit-relaved and other investing: As of both
December 2HE and December 2013, all assas were
mcluded in “Fronancial instruments owned, at fair value,”
“Loans receivable™ and “Orher assers,™ and all labalivies
were included in “Financial instruments sold, but not yet
purchased, at fair value™ and “Other labilities and
accroed expenses;”

Other asset-backed: As of both December 2016 and
December 2005, all asscts were incheded in “Financial
insteuments owned, at fair value™ and “Loans receivable™
and all labilities were inclisded in “Financial instruments
sobd, but not ver purchased, at fair value;™ and

Investments i funds  and  other: As of  both
December 2016 and December 2015, substantially all
amets were insluded in “Financial mstruments owned, at
fair value™ and all Liabalities were included in “Financial
instruments sold, but not vet purchased, at fair value,”

160 Gokdman Sachs 2076 Fosm 10-K
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Consolidated VIEs

The table below presemts a summary of the carrving
ameunt and clssificaion of assets and labilives 0
consolidared VIEs, In the table below:

+ Assers and labilities are presented net of intercompany
eliminations and exclude the benefit of offsctting financial
mstruments that are held to mitigate the risks associated
with the fiom's variable interests.

*®

VIEs in which the firm holds a majority voting interest are
excladed if {i} the VIE mects the definition of a business
and {ii) the VIE's assets can be used for purposes other
than the settlement of its obligations.

substantially all the assets can only be used to senle
obligations of the VIE.

*

Bl Diae vk
5w oy s e
Total consolidated VIEs

Agsais

Cash and cash equrmbents

§ 300  © aid
Rgconabios from broiars, dealers and cleanng

SREANIEAN S - 1
LoEns raddealia L3k ] 1,554
Firaanc ] msirumants dwned, 51 Fa valua 2047 2,283
Cither azsals BE2 471
Total $3.632 14012
e— —

[T

Qthasr s-?:'l.'nr.i lirancoigs - )
, Goalers and cheanrsg

Pavebles 1o Brgk

OFANIZE 1N S 1 —
Paryatibi. 10 2 S006m0r s A COUNDEDAriss - A3d
Firancal mstruments scid, bul nolt yed purchesad,

_otfarvelee 0 00 F &
Unsecunad short-lerm Dormowings 1 418
:I-‘l_:\:::l_'iﬂﬂ lorda s l‘lﬂ.‘l"."-'\-‘;.-‘.'ll T EEN] ETF]
a'.l'.rr'.l.a.... .p‘u L'..:I;a.'\c'ru;-u.-axltl-'m:ll; T .SII:] o .5‘5-5
Total $2,1%6 10500

503/573

ooOooood



THE GOLDMAN SACHS GROUP, INC AMD SUBSIDIARIES
Motes to Consolidated Financial Statements

The rable below disaggregates, by principal business
activiey, the infermation for conselidared VIEs included m
the summary table above.

£ in rdlons 2016 Fal
Foal estate, crodit-related and ofher investing
Amears
Coaband cosh eguaaionts £ 30 3 45
Focanables Trom brovess, deakes ard coanng

AT,

Coans rat

el Al

ihar os:

Tatal

Laababfros

Char sacused Snancings § A4 3 am
1

Papyisbilod 10 birokars. chiuabrs snd ol T
Fayanihes 1o o1 ﬁ s mncl Counberpartes
Frgrcial insiramanis 5053, Bl Fol bl prchaged,

ait Fair value - 7 16
Lithar bababliers dnd iscd o epin e s Lo HE4
Taital $.095 § 005
TD0s. mongagebacked and other a3sal-backed
Aggars
Frinicial instrumsents cwnad, 58 far vefus £ &/ LM
Lnhar gsans 2 1]
Tatal § IBS 5 HE7
..-.r.drus

L — W 31
5 At Countar pintes - 5]
§ 138 § 55
Frnw-l-pmmo-d notes
Azxpars
Frwrcinl instrumsents ovnad, 0l lar vefue £ BE I 128
Tatal $ 8 3 %
._u."rl'm*

Unsocured kong-lor mb-n-m‘.n'm

Total F W2 b4

Inthe table above:

+ The majority of the assets in principal-protected notes VIEs
are intercompany and are eliminated in consolidation.

The liabilities of real estate, credit-related and other
investing VIEs, and CDOs, monpage-backed and other
asset-backed VIEs do not have recourse to the general
credin of the firm.

Note 13.
Other Assets
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In the table above:

+ Equity-method  investrients  exclude  investments
accounted for at fair value under the fair value option
where the firm would otherwise apply the equity method
of accounting of 57.92 billion and $6.5% hillion as of
December 2016 and December 20135, respectively, all of
which are included in “Financial instruments owned, at
fair value.” The firm has generally elected the fair value
option for such investments acquired after the fair value
option became available,

+ The decrease in miscellaneous receivables and other from
December 2015 to December 2016 reflecis the sale of
assers previously classified as held for sale related wo
certain - of  the  fims  conselidited  investments.
Miscellaneous  receivables  and  other  includes
5682 million and 5581 mullion of investments in qualified
affordable housing projects as of December 2006 and
December 2005, respectively,

Property, Leasehold Improvements and Equipment
Property, leaschold improvements and equipment in the
table above B net of accumulsted depreciation and
amortization of $7.68 billion and $7.77 billion as of
December 2006 and December 2015, respectively.
Property, leasehold improvements and equipment included
5596 billion and 3593 billion as of December 2016 and
Drecember 2015, respectively, related 1o property, kasehold
improvements and equipment that the fiem uses in
connection with its operations. The remainder s held by
investment entities, including VIEs, consolidated by the
firm, Substantially all property and equipment is
depreciated on a steaight-line basis over the useful life of the
asset, Leasehold improvements are amortized on a straight-
line basis over the useful hife of the improvement or the teem
of the lease, whichever is shorter. Capitalized coss of
software developed or obtaned for imtemal wie are
amortized on a straight-hine basis over three vears.
Goodwill and ldentifiable Intangible Assets

The tables below present the carrying values of goodwill
and identifiable intangible assers,

(Gonoddevill is of Datarrbar
3 o ralkivag ol N5
|I"'-u5"|"ld"'r Bardrsg

Oither assets are generally less liquid, nen-financial assets. 8 % 3 5
The table below presents other assets by type. w8
rlx-'-d Incoemss, Cunency ard Commeodities
et Exaculicn - 263
Ecuitahs Clui] By 2 403 2 402
SHEUreE Sarates 105 105
Trcires tan-felated aiials 5,550 Inwecsting & Lending Z Z
Equity-maihod imvesimants Inwestimiant Marsgamant 506 &3
Tucelanacie racenab and cahar . LBAT DN Total 53,656 $3E57
Total S25A81 505010
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Iaad bl leayngbla
Hpvirts o of Dacorrbar
§ 1 el ol 205
Inslitutsonal Clerd Saraces
Fiaad Income, Currancy and Commodites
Ch on 55 3 a2

Eautias Clent Expcution 141 2

Investng — =x %
Irves L il 118 131
Toital FIFE] 3431

Goodwill. Goodwill is the cost of acquired companics in
excess of the fair value of net assets, including identifiable
intangible assets, & the acquisition date.

Goodwill is assessed for impairment annually in the founh
quarter or maore frequently il events oocur oF Circumstances
change that indicate an impaiement may exist. When
asessang goadwill for impaicment, first, qualitative factors
are assessed 1o determune whether i s more likely than ot
that the fair value of a reporting unit 15 bkess tham its carrving
amount., If the results of the qualitative assesment are not
conclusive, a quantitative goodwill test is performed, The
quantitative goodwill test consists of two steps:

* The first step compares the estimated fair value of each
reporting  unit with fts estimated net book wvalse
{including goodwill and identifiable intangible assers). If
the reporting unit's etimated fair value exceeds its
estimarted net book value, goodwill is net impaired. To
esturnate the Fair valiee of each reposting unit, a relative
valiee technigque i used because the firm believes market
participants woukd use this technigque 1o value the firm's
reporting, units, The relative valwe technique apphes
observable price-to-earnings multiples or price-to-book
multiples and projected returmn on equity of comparable
comipetitors to reporting units” net earnings of net book
value. The net book value of each reporting unit reflects
an allocation of votal shareholders” equity and represents
the estimated amount of total sharcholders’ equity
pequired to support the activities of the reporting unit
under  curremtly  applicable  regulatory  capital
pécjial Feiibents.

Ii the estimated fair value of a reporting unit is less than
s estimated net book valoe, the second step of the
goodwill west 5 pedormed to measure the amount of
impairment, if any. An impairment is equal to the excess
of the carrying amount of goodwill over its fair value.

162 Gokdman Sachs 2076 Fosm 10-K

During the fourh guamer of 2006, the firm assessed
goodwill for imparment wsing a qualitative assessment.
Multple factors were asessed with respect 1o each of the
firm's reporting units to determine whether it was more
likely than not that the fair value of any of these reporting
units was less than its carrving amount. The qualitative
assessment  also consedered  changes sine the 2015
quantitative test,

In accordance with ASC 350, the firm comnsidesed the
following factoms in the qualitative assessment performed in
the fourth quarter when evaluating whether it was more
likely than not that the fair value of a reporting unit was less
than its carrying ameunt:

+ Parformance Indicators. During 2016, the firm's net
eagmangs, poe-tax macgn, diluted easmnings per common
share, return on average common sharcholders” equity
and book valwe per common share mcreased as comparad
with 2015, In addition, the firm's overall cost structure
declined reflecting the impact of expense savings
initiatives.

Firm and Industry Events. There were no events, entity-
specific or otherwise, since the 2015 quangitative
goodwill test that would have had a significant negative
impact on the valuation of the firm's reporting units.

+ Macroeconomic  Indicators.  Since  the 2015
quantitative goodwill vest, the firm's general operating
environment improved as concerns about the outlook for
global economic growth moderated.

Fair Value Indicators, Since the 2005 quantitatve
goodwill test, fair value indicators improved as global
ecquity prices increased and credit spreads tightened, In
addition, most publichv-traded industry participants,
mcluding the firm, experienced increases in stock price,
price-to-book multiples and price-to-earnings multiples.

As a result of the qualitative assessment, the fiem
determined that it was more likely than not that the fair
value of each of the reporming units exceeded its respective
carrying amount.

Notwithstanding the resuls of the qualitative assessment,
simee the 2015 quantitative goodwill test determined that
the estunated fair value of the Fixed Income, Currency and
Commodities Client  Execution reporfing unit was not
substantially in excess of s carrying value, the firm also
performed a quantitative test on this reponting unit during
the fourth quarter of 2016, In the quantitative test, the
estimated fair value of the Fixed Income, Currency and
Commodities Client Execution repoming unit substantially
exceeded ins carrving value.

Therefore, the firm determined that goodwill for all
PEPOCTITAE LTS Was not impaired.
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Identifiable Intangible Assets. The table below presents
the gross carrving amount, accumulated amomization and
net carrying amount of wdentifiable intangible assers,

s of Dmcarmi
an il 2016 AL
Customer lists
Gross camyng amount §1.065  fro02
Acymubsted amortizaton (BI7H 43770
Nelcsmpngamount @
Cithar
ErHss Shrryng amounl 543 445
Acturnuisied amooatsn (342} 253}
Nl GaInang SMount 201 156
Total
Gross carrying amount 1608 .54
Acurmulated amortzation (LR TIENEN
Mat i:.lmping amournt 5 4249 £ 4o
In the table above:

« The ner carrying amount of ether intangibles pamarily
includes imtangible assets related 1o acquired leases and
comnmodities transportation rghes.

* During 2006 and 2005, the firm acquired 589 mallion
{primarily related te acquired leases) and 567 mullion
(primarily related o customer lists), respectively, of
intangible assets with a weighted average amoriization
period of three years.

Substantially all of the firm's ientifiable intangible assets
are considered to have finite useful lives and are amostized
over their estimated useful lives generally using the straight-
liree mezhod.

The tables below present details abour amortization of
identifiable intangible assets.

Fan molloric 2018 205 2004
Amncetzatan $162 §132  Eng
A od
§in rrelions Dhacambar 2018
Estimated future amortization
207 51332
L -
2018 74
= - ]
20 19
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Impairments

The fiem tests propenty, leasehold improvements and
eqquiprment, identifiable mtangible assets and other assets
for mmpainment  whenever events or  changes  in
circumstances suggest that an asset’s or asset group's
carrving value may not be fully recoverable, To the extent
the carrving value of an assct exceeds the projected
undiscounted cash flows expected to result from the use
and eventual disposal of the asset or asset group, the firm
determines the asset is impaired and records an impairment
equal 1o the difference berween the estimated fair value and
the careying value of the 352t or asset group. In addition,
the fecm will recognize an impairment priec (o the sale of an
asget if the careving value of the asset exceads s estimated
fair value,

During both 2006 and 2015, impairments were not
material o the firms results of operations or financial
condition.

During 2014, primarily as a resuli of deterioration in
market and operating conditions related to certain of the
firm's consolidated investments and the firm's exchange-
readed fund lead marker maker (LMM) righrs, the firm
determined that certain assers were impaired and recorded
impairments of 3360 mallion, all of which were included in
“Depreciation  and amonization.” These impairments
consisted of 5268 million related to propeny, kaschold
improvements and equipment, substantially all of which
was attributable to a consolidsed investment in Latin
America, 570 million related to identifiable intangible
assets, primarily antributable to the firm's LMM rights, and
523 million related to goodwill as a result of the sale of
Metro  International Trade Services (Metro). The
impairments related 1o property, leasehold improvements
and equipment and goodwill were inchaded winthin the
firm's lnvesting & Lending segment and the impairments
relaved 1o identifiable imangble assers were principally
included within the firm's Instiutional Cliemt Services
segment, The impairments represented the excess of the
carrying values of these assets over their estimated fair
values, substantially all of which are calculated wang level 3
measurements. These fair values were calculated using a
combination of discounted cash flow analyses and relative
value analyses, including the estimated cash flows expected
to result feom the wse and eventual disposition of these
Freein
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HNoate 14.

Deposits

The table below presents the types and sources of the firm's
deposats.

T Taty

As of Decombser 2016

Ake bank and onling ratail

561166  § 4437  § E5.603

Total

Az of December 2015
Brokared comicatas of doposd
Do Sae0 oS,
insitutonal
Trtal Fh4. 507 43,012 § 57,513

%9 programs

In April 2006, Goldman Sachs Bank USA (G5 Bank USA)
acguired GE Capital Bank’s online retail deposit platform
and assumed $16.52 billion of deposits, consisting of
5878 billion in online deposit accounts and certificates of
deposit, and $776 billion in brokered cermificares of
deposat. Inthe table above:

= Substantially all deposits are interest-bearing.
* Savings and demand deposits have no sated maturity,

Time deposits include $13.78 billion and $14.68 billien
as of Decernber 2016 and December 2005, respectively,
of deposits accounted for at fair value under the fair value
option, See Note 8 for further information about deposits
accounted for at fair value.

Time deposits have a weighted average maturity of
approximately 2.5 years and 3 vears as of December 2006
and December 20015, respectively.

Dreposit sweep programs represent long-term contractual
agreements with several US. broker-dealers who sweep
cleent cash o FDIC-insured deposins.

= Deposats insured by the FDIC ax of December 2016 and
December 2015 were approximately 569,91 killion and
555,48 hillion, respectively,

The 1able below presents deposits held in U.S, and non-LLS,
el fices. Substantially all US, deposits were held ar GS Bank
USA and substantially all non-U5. deposits were held at
Goldman Sachs International Bank (GS1B).

$124.098 357,519

164 Gokdman Sachs 2076 Fosm 10-K

EDINETOOOO

O00DOo0ooOo0ooo00oo0OooOO(Eossss)

The table below presents maturities of time deposis held in
L5, and non-LLS, offices,

Ay of December 2016
o railbvn L5, Nor )5 Tetal
o __Snaas a6z $19.607
- G4 60 SAE 654G
s08a — apsa
23 3518 EE] 3,558
2022 - thatasita 761 216 7886
Total $37.843 9068 546,901

As of December 2016, deposits in LS. and non-L.5. offices
include $2.05 billion and $8.53 billion, respectively, of time
depasits thar were greater than $250,000.

The firm's savings and demand deposits are recorded based
on the amount of cash received plus accrued interest, which
approximates fair value, In addition, the firm designates
certain derivarives as fair valee hedges 1o convert a majority
of itz time deposats not accounted for at fair value from
fixed-rate  obligations  into  foating-rate  obligations.
Accordingly, the carrying valee of time deposits
approximated fair value as of December 2006 and
December 2015, While these savings and demand deposits
and time deposits are carried ar amounts that approximate
fair valwe, they are not accounted for at fair value under the
fair valiue option of at fair value in accordance with othes
U5 GAAP and therefore are not incheded in the firm's fair
value higearchy in Netes & theough 8. Had these deposits
breen included in the firm’s fair value hierarchy, they would
have been ¢lasafied in level 2 as of December 2006 and
December 2015,

Mote 15

Short-Term Borrowings

The table below presems details about the firm’s shon-term
b rowings.

Aol Db
F o el L] e

Uthes sacuted inancmis short-lanmd S, 118 514,233
Unsecured short-lerm borrowings 39.265 42,787
Total §52.309 407000
—— —

See Note 10 for informatwon about other secured
finan<ings.

Unsecured shom-term borrowings include the portion of
unsecured long-term borrowings maturing within one vear
of the financial statement date and unsecured long-term
borrowings that are redeemable within one vear of the
financial statement date at the option of the holder,
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The firm accounts for commercial paper and cerain hybrid
financial instruments ar fair value under the fair value
aption, See Note § for further information abowt nnsecured
shart-term borrowings that are aceounted for at fair value,
The carrying valwe of unsecured short-term borrowings
that are not recorded at fair value generally approximates
fair value due to the short-term nature of the obligations,
While these unsecured short-term borrowings are carried at
amounts that approximate fair value, they are not
accounted for at fair value under the fair value option or at
fair walue in accordance with other U5 GAAP and
therefore are not included in the fiem's fair value hierarchy
in Motes & through 8 Had these borrowings been included
i the frm's far value hierarchy, substantially all weould
have been classified in level 2 as of December 20006 and
Drecember 2015,

The table below presents details about the firm®s unsecured
short-term borrowings.

s of Decembar
M Finl-
nascurad keaglemn borrowmngs 523 B28 326,073

cibl mslrumants 1M.300 17556
Commenzal paper = 08
Othes Shart-1aem Boroings 4,087 4050
Total §39.265 340087
Vilaighrled sveenga interest rale LR R

In the table above:

+ The curremt poriion of ursecured long-term borrowings
includes 521.53 billion and $24.11 billion as of
Drecember 2016 and December 2015, respectively, ssued
by Group Inc,

* The weighted average interest rates for these borrowings
include the effest of hedging activities and exclude
financial instruments accounted for at fair value under the
fair value option, See Note 7 for further imformation
about hedging activities.

Mote 16,
Long-Term Borrowings

The table below presents details about the firm”s long-term
borrowings.

P ol Dacnirbe

$in o BT
Cithar secured linanangs Bong Lermb & Babs 5 0L
Unizdisiad innglsdm Bormrwngs 184 065 176, 472
Tetal F107,481 2105 oi;

See Note 10 for information about other secured

financings.

The table below presents unsecured long-term borrowings
extending through 2056 and consisting principally of senior
barrowings,

WS MoelS

3 ralang Dadlas Droltai Tokad
Az of Decembaer 2016
F e rale oLRgannE

Growp Ing % 93.885 1274 §125.159

Subsidanas 2228 BEE 3113
:_---;':'l:.ﬂ ulﬂiuil'.-\'.l!m- I o
JGmplee o @7BE4 18M2 46576

Subssdings 8884 4,954 13,838
Total $132.861 556,205 $109.086

s of Decombar 315

| o gy p— vy ——

rnmd-rale obhgations
Growp Ino

gl ablgatons.
B Ing

Subdsdanas
T enai $1.25,733

In the table above:

Floating interest rates are generally based on LIBOR or
OIS, Equity-linked and indexed instruments are inclsded
in floating-rate obligations.

« Ingerest rates on L5 dollar-denominared debr ranged
from 1.60% to 10.04% (with a werghted average rate of
4.57 %) and 1.60% vo 10.04% (with a weighted average
rate of 4.89% ) as of December 2016 and Drecember 2015,
respectively,

= Inferest rates on non-lLS. dollar-denominated debt
ramgzed from 0,02 % to 13.00% (with a weighted average
rate of 3.05%) and 0.40% o 13.00% (with a weighted
average rate of 3.81%) as of December 2016 and
December 2015, respectively.

The table below presents unsecured long-term borrowings
by matwrity date.

As of Decembar 2016

£ in milore Group Ins. Subsidiaries Toial
g 82364 00 52080 & I670
e 8%t aoes  26EM
0P B C1mam 118 18400
201 20,006 T 20,745
2022 - tharaaftar 88013 .62 7634
Total 172135 $16.951  $189.086
In the table above:

+ Unsecured long-term borrowings maturing within one
year of the financial statement date and unsecured lomg-
term borrowings that are redeemable within one year of
the financial statement date at the option of the holder are
excheded as they are included as uwnsecured short-term
barrowings.
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* Unsecured long-term boreowings that are repayable prior
to maturiey at the option of the fiem are reflected o their
contractual matunty dates,

Unsecured longterm borrowings that are redesmable
prior to maturity at the option of the holder are reflected
at the carliest dates such options become exercisable,

Unsecured long-term borrowings include $7.43 billion of
adjustments to the carrying valee of certain unsecured
long-term borrowings sesulting from the application of
hedge accouming by wear of maturty as follows:
5386 million in 2018, 5295 million in 2019, 5355 million
in 2020, §586 million in 2021, and $5.81 billion in 20232
and thereafter.

The fiem designates certam derivarives as Bur value hedges 1o
convert a portion of 15 foeesd-rate unsscured  lomg-tenm
borrowins not accounted for at fair valee mio (oating-rate
abligations, See Note 7 for further information about hedging
activities, The table below presents wrsecured long-term
borrowings, after giving effect to such hedging acivities,

4 in prelSoay Groug e Submdangs Tolal
As of December 2016
Fooac-ratie obbgators

Al far valuy & - g 150 5 160

AR arnorized oosl s 3,453 TA TR
Flaating-rate oblhgatods

A% dar valuoe 1T B 10,668 28,260

Aramoriced cost 83319 1,539 4058
Total ST 130 S165501  S1RH085

Az of Decembar 2015

Fooad-rate oblgators

A2 dar valus 13 — i Fa| 13 X
AR amonzed ool G448 26658 56047
Flelingg- e o bl
_Arder vl - . 1E.194 _ GaOsE 22252
Al armanDed Codl 600 .05G §0.132
Teasl HEE=T S0 T4 F175.472

In the table above, the weighted average interest rales on
the agpregate amounts were 2LBT% (3,90% related 1o
fixed-rate obligations and 1.97% related to floating-rate
obligations} and 2.73% {4.33% related to fixed-rate
obligations and 1.84% related to floating-rate obligations)
as of December 2016 and December 2015, respectively.
These rates exclude financial insgrumens accoumed for a
faur value under the fair value option.

As of December 2006 and December 2015, the carrying
valwe of unsacured bong-term borrowings for which the firm
did nor elect the fair value option approximared fair value,
As these borrowings are not accounted for at fair value under
the fair value option or at fair value in accordance with other
U5, GAAPR, their fair value is not included in the firm's fair
valwe hierarchy in Notes & through 8. Had these borrowings
been inclisded in the firm's fair valee hierarchy, substantially
all would have been classified in level 2 as of December 20146
and December 2005,

166 Gokdman Sachs 2076 Fosm 10-K

EDINETOOOO

O00OO0000O000000000000dnoOond(eossss)

Subordinated Borrowings

Unsecured long-term barrowings include subardinated debt
and punior subsrdinated debt. Junior subordinaed debr s
jumier in right of payment to other subordinated
borrowings, which are junior to senior borrowings. As of
bath December 2016 and December 20018, subordinated
debt had maturities ranging  from 20018 o 2045,
Subordinated debt that matures within one vear of the
financial statement date & included in “Unsecured short-
term borrowings.”

The table below presents subordinated borrowings.

Par oy
5 oy LT BAiaeghl Fatn
A= of Decembor 2016

Suybordnabed debt SN15068  S17EM 47N
Juniee subnrdrated dabt E 18H BT0W
Tatal S16418 819403 A441%
B ol Decarmnber 2015

Suba e ruted dabt _B1A00d 2784 3THW
Junior subordnatod dobs 1,358 1LEIT  ETME
T8l F19.363 SZ2.80 373%
Inthe table above:

Par amount and carrying amount of subordinated debt
pswed by Group Ink. were 51484 billion and
517.39 billion, respectively, as of December 2006 and
51747 billion and $20.25 billion, respectively, as of
December 2015,

* The rate is the weighted average interest rate for these
berrowings, including the effect of fair value hedges wsed
to convert these Dxed-rate obligations inte floating-rate
obligations. See Note 7 for futher information about
hedging activities.

Junior Subordinated Debt

Junior Subordinated Debt Held by Trusts, In 2012, the

Vesey Street Investment Trust | (Vesey Street Trus) and the

Mureay Strect Investment Trust [ {(Murray Street Trost)

msued an aggregate of $2.25 billion of senior guarantesd

trust securitics to third parties, the procesds of which were
used to purchase junior subordinated debt ssued by Group

Inc. from Gobldman Sachs Capital I and Goldman Sachs

Capital Il (APEX Trussh, The APEX Trusts used the

proceeds to purchase shares of Group Ine.'s Perpetual Non-

Cumulative Preferred Stock, Series E (Series E Preferred

Stock) and Perpetual Non-Cumulative Preferrsd Stock,

Sertes F {Series F Preferred Stock). The sentor guaranteed

trust securities issued by the Vesey Street Trust and the

related juntor subordinated debt matured duning the third
quarter of 2016, As of December 2016, 5145 billion of
senior guaranteed trust securities issued by the Murray
street Trust and the related junior subordinated debt (that
pavs interest semi-annually at a fived annual cate of
4.647%, and marares on March 8, 2017) were outstanding.
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Thee Murray Steeer Trust i required to cedeem s senior
guarantesd trust securities wpon the maturty of the junior
stbordinated debt o kolds,

The firm has the nght to defer paviments on the junior
subordimated debt, subject to imitations. During any such
deferral period, the firm will not be permitted 1o, among
other things, pay dividends on or make certain repurchases
of its common or preferred stock. However, as Group Inc.
fully and unconditionally guarantees the payment of the
distribution and redemption amounts when due on a senior
basis on the senior guaranteed trust securities, the junior
subordimated debt held by the Murray Street Trowa is
included in “Unsecured shom-term borrowings,” and & not
clasafied as subordinated borrowings,

The APEX Trusms and the Mureay Steeet Trust are
Drelaware statutory trusts sponsered by the firm and
wholly-owned finance subsidianes of the firm for
regulatory and legal purposes but are not consolidated for
ACCOUNRING PUMPOSES.

The firm has covenanted in faver of the holders of Group
Inc.'s  &.345%  junior subordinated debt  due
February 15, 2034, that, subject to certain exceptions, the
firm will not redeem or purchase the capital securities
issued by the APEX Trusts, shares of Group Inc.'s Series E
or Series F Preferred Stock or shares of Group Inc's
Series O Perpetual Non-Cumulative Prefereed Stock if the
redemption o purchase resulis i Jess than 5233 mllion
aggregate liguidation  preference ouwtstanding, prior o
specified dates in 2022 for a price that exceeds 3 maximum
amount determined by reference to the net cash proceeds
that the firm has received from the sale of gualifying
securities. During 20006, the fiem exchanged a par amount
of §1.32 billion of APEX issued by the APEX Trusis for a
correaponding redemption value of the Series E and Series F
Preferred Stock, which was permitted wnder the covenants
referenced above,
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Junior Subordinated Debt lssued in Connection with
Trust Preferred Securities, Group Inc  ssued
52,84 bilhion of junior subordinaved debt in 2004 o
Goldman Sachs Capital 1 {Trusty, a Delaware statwtory
trust. The Trust issued 52,75 billion of sgwaramesd
preferred beneficial interests {Trust Preferred Securities) to
third parties and 3835 million of common beneficial intercsts
to Geoup Inc. and used the proceeds from the Bsuances to
purchase the junior subordinated debt from Group Inc.
During 2004 and the fiest quamer of 2005, the fiem
purchased $1.43 billion {par amount} of Trust Preferred
Securies and  delivered these securmties, along with
5442 million of common beneficial interests, to the Trus
i exchange for a corresponding par ameunt of the s
subordinaed debt, Following the exchanges, these Trust
Preferred Securities, comumon beneficial mterests and junor
subordinated debt were extinguished, Subsequent to these
extinguishments, the outstanding par amount of junior
subordinated debt held by the Trust was $1.36 billion and
the outstanding par amount of Trust Preferred Securnities
and common beneficial interests issued by the Trust was
51.32 billion and $40.8 million, respectively. The Trus: isa
wholly-owned finance subsidiary of the firm for regulatory
and legal purposes bt is not consolidated for accounting
Puarposes.

The firm pays imterest semi-annuoally on the junor
subordinated debt ar an annwal rave of 6.345% and the
dibt matures on February 15, 2034, The coupon rate and
the payment dates applicable to the beneficial imerests are
the same as the interest rate and payment dates for the
junior subordinated debt. The firm has the right, from time
to time, to defer paymemt of interest om the junioe
subordinated debt, and therefore cause payment on the
Trust's peeferred beneficial interests to be deferred, in each
<ase up toten conseculive semi-annual periods. Dunng any
siich deferral perwod, the fiem will ast be permitted to,
among other things, pay dividends on or make cenain
repurchases of s common stock. The Trua s not
penmitted 1o pay any distnibutions on the common
beneficial interests held by Group Inc. unless all dividends
payable on the preferred beneficial interests have been paid
in full.
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THE GOLDMAN SACHS GROLUP, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements

Note 17.
Other Liabilities and Accrued Expenses

The table below presents other liabilities and accrued
expenses by type.

Fan prellniny 2018 200

o pensateon ard banafits

SubarEnatid kb
Fuztried aogpensas and olbar

Total

In the table above, the decrease in accrued expenses and
other from December 2015 to December 2006 reflects
payments related to the settlement agreement with the
Residential Mosgage-Backed Securities Working Group of
the ULS. Financial Frawd Enforcement Task Force (RMBS
Working Group), a5 well as the sale of labilities previously
classified as held for sale related 1o cermain of the fiem's
consolidated mvestments.

Hote 18
Commitments, Contingencies and Guarantees

Commitments
The table below presents the firm's commitments by type.

Ad ot Detarmiee

X un el 2018 2018

Commitments 1o s end cradi
Commercad kending
Trvad s brndn 1-grads
I_e"r M LI £

iNBrehouse linancng 4

Tatal commalments to axand credil 112,066 187,153
Contingant and fopasnd SLEMing rassls and

25,348 JH.ET4
" chase ond secwed o
lending sgreemants 8,939 G
Domesofcren ;i3
Trnvisbirsd vl OidTeiTalimisils 8444 8,054
het 6014 G, 584
Total eommitmants SIB1IT 5165157
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The table below presents the fiem's commitments by period
of expiration,

Ay of Decembear 2016
Hg- M- at-
F = renileonc 2017 ok} 2 Theraaslte
Comamamants 1o exand cradt
Corrmancal lgnding
Invaslmani-cpaca £15408 514,091 539685 I- BO0
Monceitnontgnd, | 2BeE 8458 18ABA 4374
Warshoeise Tinanang A%E 1,556 263 1,60F
Tolal coemmnls
it crikl 22368 4906 GR412 381
Contnpent snd fonsand
starting resale and sacuriies
B - = =
B.53a - = -
Lats 10 38 a1 O - @
|Fnsas Lmsant commelmanls BT 415 105 1.208
Cithes 5.756 00 15 43
Total commitmants 569422 535541 $58535  S7ETE
Commitments to Extend Credit

The firm's commitments to extend credit are agreements 1o
lend with fixed termination dates and depend on the
satisfaction of all contracteal conditions to borrowing.
These commitments are presented net of amounts
syndicated to third parics. The total commitment amount
does not necessarily reflect actual future cash flows because
the fierm may syndicate all or substantial additional portions
of these commitments. In addition, commitments can
expire umsed or be reduced or cancelled ar the
COUMEPPATTY S FeqUEsL.

As of December 2016 and December 2015, $98.05 billion
and 593.92 bilbon, respectively, of the firm's lending
commitments were held for mvestment and were accounted
for on an accrual basis, See Note 9 for further infermation
about such commitments. In addition, as of December 2016
and December 2015, 56,87 billion and 5992 billion,
respectively, of the firm's lending commitments were held
for sale and were accounted for at the lower of cost or fair
value.

The firm accounts for the remiining commitments o
extend credit ar fair value, Losses, if any, are generally
recorded, net of any fees in “Other principal transactions.”
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Commercial Lending. The firm's commercial lending
commitments are extended to nvestment-grade and non-
mvestment-grade corporate borrowers. Commitments 1o
investment-grade corporate barrowers are principally vsed
for operating liqusdity and general corporate purposes, The
firm also extends lending commitments in connection with
contingent  acquisition  financing  and  other types of
corporate lending as well as commercial real estage
financing. Commitments that are extended for contingent
acquisition financing are often intended to be shom-term in
nature, a5 borrowers often seek to replace them with other
fuisling sources.

Sumiteme Miswi Financial Group, Inc, (SMFG) provides
the firm with <redit boss protection on certain approved
leran commitments {primarily investment-grade commercial
lending commitmentsh, The notional amount of such loan
commitments was 526,88 billion and $27.03 billien as of
December 2006 and December 2015, respectively. The
credit boss protection on lean commitments provided by
SMFG is penerally limited to 95% of the first loss the firm
realizes on such commitments, up to a maximum of
approximately 59350 mallion. In addition, subject o the
satisfaction of certain conditions, upon the fim's request,
SMFG will provide protection for 709 of additional losses
on such commitments, up to a maximum of $1.13 billion,
of which $768 mullion of pratection had been provided as
of both December 2006 and Decembrer 2015, The firm also
usex other financial mstruments to mitigate credit risks
related to certain commitments wot coversd by SMFG,
These instruments primarily inclode credit default swaps
that reference the same or similar underlying instrument or
entity, or credit default swaps that eeference a market
index.

Warehouse Financing. The firm provides financing ro
clients who warehouse financial assets. These arsangements
are secured by the warehowsed assers, primarnily consisting
of consumer and corporate loans.

Contingent and Forward Starting Resale and
Securities Bomowing Agreements/Forward Starting
Repurchase and Secured Lending Agreements

The firm enters into resale and securities borrowing
agrecments and repurchase and secured lending agreements
that =ciile at a future date, generally within theee business
davs. The firm also enters inte commitments o provide
contingent  financing o its clients and  counterpartics
through resale agreements. The fiem's funding of these
commitments depends on the satisfaction of all comeactual
conditions 1o the resale agreement and these commitments
can expire unused.

EDINETOOOO
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Letters of Cradit

The firm has commitments under betters of credit issued by
vanoass banks which the firm provides to counterpanies in
liew of securities or cash 1o satily vanous collateral and
margin deposit regquirements,

Investmaent Commitments

The firm's investment commitments include commitments
to imvest in private equity, real estate and other assets
dieectly and through funds that the firm eaises and
manages. Investment commitments inclusde 52,10 billion
and %286 billion as of December 2006 and
December 2015, respectively, related o commitments to
invest in funds managed by the firm. If these commitments
are <alled, they would be funded at market valee on the

date of investment,

Lenses

The finm has contractual ebligations under long-term
noncancelable lease agrecments for office space expining on
variows dates through 2069, Certain agreements are subject
to periodic escalation provisions for increases in real estare
tanes and other charges.

The table below presents futare minimum rental payments,
net of minimam sublease rentals,

Aol
£ i malong Deeembar 2016
2017 R R R _‘m
201
2021 1649
2022 - ihataatiar b
Total 515941

Rent charged 1o operating expense was 5244 million for
20016, 5249 millien for 20005 and 5309 million for 2004,

Operating leases include office space held in excess of
current requirements. Rent expense relating to space held
for growth is included in “Occupancy.” The firm records a
liabality, based on the fair value of the remaining lease
rentals reduced by any potential or existing sublease
rentals, for leases where the firm has ceased using the space
and management has concluded thar the fiom will net
derive any future economic benefits. Costs 1o rerminate a
lease before the end of s term are recognized and measured
at fair valve on termunation, During 2006, the firm incuwrred
exit costs of approximately 568 million related 10 excess
office space.
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Contingencies

Legal Proceadings. See Mote 27 for information abo
kgal procesdings, including  ¢enaim  mongage-related
matters, and agreements the firm has enterad into to toll the
statute of limitations,

Cartain Mortgage-Reloted Contingencies. There are
multiple arcas of focus by regulators, governmental
agencics and others within the mortgage market that may
impact originators, ssuers, servicers and investors. There
remains significant uncertainty surrounding the nature and
extent of any potential exposure for pamicipants in this
market.

The firm has not been a significant originator of residential
mengage loans The ficm did purchase loans onginated by
others and generally geceived loan-level representations.
During the peried 2005 through 2008, the firm sold
approximately $10 billion of loans to government-
sponsored enterprises and approximately 511 billion of
loans to other third parties. In addition, the firm transferred
5125 billion of loans to truss and other mongage
securitization vehicles. In connection with both sales of
foans and securitizations, the firm provided loan-level
reprsentations  andlor  assigned  the  loan-level
representations  from the parmy from whom the firm
purchased the loans,

The firm’s exposure to claims for repurchase of residential
morigage  foams  based  on alleged  breaches  of
representations will depend on a number of factors such as
the extent to which these claims are made within the statwte
of limitations, taking into consideration the agrecmems 1o
toll the statute of limitations the firm has entered into with
trustess representing certain trusts. Based upon the large
number of defanls in residential mortgages, inchsding those
sodd or securitized by the firm, there i3 a potential for
replarchase claiims. However, the fiemn 15 not in 3 position Lo
make a meaningiul estimate of that exposure at thes time,

Other Contingancies. [n connection with the sale of
Metra, the firm agreed 1o provide indemnities 1o the buyer,
which primarily relate to fundamental representations and
warrantics, and potential liabilities for legal or regulatory
procesdings arising out of the conduct of Metros business
while the firm owned ir.

170 Goldman Sachs 2076 Fosm 10-K
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In connection with the setlement ageeement with the
RMBS Working Group, the fiem agreed to provide
SLED billion i conswmer reliel m the form of prancipal
forpivensss for underwater homeowners and distressed
borrowers; financing for constrisction, rehabalitation and
preservation of affordable howsing: and support for debt
restructuring, foreclosure prevention and housing quality
improvement programs, a5 well as land banks.

Guarantess

The table below presents information about certain
derivatives that meet the definition of 2 guarantee, securities
bending indemmifications and certain other guarantees.

S bt
Wrdng  hnanesl
Zann el : FRTTLES
5o wnlend T T o T S P 2

As of Decernbar 2016
Carrying Valus of Not Liability & 8872 § = & &0
Maximum Payout/Notional Amount by Pericd of Expiration

2017 S432 328 £33 4032 51,054
2018 - 2018 261676 - TEI
3020 - 20M T1.264 — 1,682
2022 - thereafter 51506 = 73
LIIF $816.774 §33.40%  §3.562
A5 of Decambear 2015

Carrang Value of Mat Lty 3 B35 Z ) £ T8
Mlaximum Plrﬂ-mJTluliunﬂ Amuount by Pariod of Expiration

20E TEL0, 288 231800 £ &I
2017 - 2018 153, T4 — 1402
201% - 2020 67643 1
2011 - thereafter 45,728 —

Total T E] 3.0

Inthe table abover

« The maximum payout is based on the notional amount of
the conteact and does notl represent anticipated losses.

« Amounes exchade certam commitments to ssue standby
betters of credit that are mcluded in “Commitments 10
extensd credit.” See the tables in “Commitments” above
for a summary of the firm’s commitments,
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Derivative Guarantess, The firm enters into various
derivatives that meet the definition of a guasrantes under
U5, GAAP, including written equity and commodity put
options, written currency contradts and interest rate caps,
floors and swaptions, These denvatives are risk managed
together with dervatives that do not meet the definition of
a guarantee, and therefore the amounts in the table above
do mot reflect the firm’s overall risk related to its derivative
activities. Disclosures about derivatives are not required if
they may be cash settled and the firm has no basis o
conclude it is probable that the counterparies held the
underdying insteuments At inception of the contract. The
firm has concluded that these conditions have been met for
certain Jacge, ileenationally  active commercial and
mvestment  bank  counterparties,  <emtral  cleaning
counterparties and  ¢ertain other  counterparties.
Accordingly, the firm has not inchsded such contraces in the
table above. In addition, see Mote 7 for information about
credit derivatives that meet the definition of a guarantee,
which are reot included in the table above.

Drerivatives are accounted for at fair value and therefore the
carrying value is considered the best indication of payvment/
performance sk for individual contracts. However, the
carcving values i the wable above exclude the effea of
counterparty and cash collateral netting,

Securities Lending Indemnifications, The firm, m is
capacity as an agency lender, indemnifies most of its
securnities lending customers against losses incurred in the
event that borrowers do not retwrn securties and the
collateral held is insufficient to cover the market value of
the securitics. borrowed. Collateral held by the lenders in
connection with securities lending indemnifications was
53433 ballion and 532.835 billion as of December 2016 and
Decernber 2015, respectively. Because the contractual
nature of these arrangements requires the firm 1o obtain
collateral with a market value that exceeds the value of the
securities  lent 10 the borrower, there s minimal
performance risk associated with thess guarantess,

ther Financial Guarantees. In the ordinary course of
business, the firm provides other financial guarantees of the
obligations of third pariies (e.g.. standby letters of credit
and other gwarantees to cnable clients to complete
transaciions  and  fund-related goarantees).  These
guarantees represent obligations o make payments to
beneficiaries if the guaranteed pany fails to fulfill s
obligation under a contraciual arrangement with tha
beneficiary.

EDINETOOOO
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Guarantees of Securities lssuad by Trusts. The firm has
established trusts, incloding Goldman Sachs Capital I, the
APEX Trusts, the Muorray Steeet Trus, and other entities
for the limited purpose of mswing securities 1o third parties,
lending the procesds to the firm and emtering nto
contractual arrangements with the firm and third parties
related to this purpose. The ficm does not consolidate these
entities. See Note 16 for further information about the
transactions involving Goldman Sachs Capital [, the APEX
Trusts, and the Murray Steeet Trust.

The firm effectively provides for the full and unconditional
guarantee of the securitics issued by these entities. Tanely
payment by the firm of amounts due 1o these entities under
the guarantee, borrowing, preferred stock and relaved
contractual arcangements will be sufficeent 1o cover
payments due on the securities ssued by these entities,

Management believes that & is unlikely that any
circumstances will occur, such as nonperformance on the
part of paying agents or other service providers, that would
make 1t necessary for the firm to make payments related 1o
these entities other than these required under the terms of
the guarantee, borrowing, preferred stock and relared
contractiual arcangements and in connection with certain

expenses incirred by thess entities.

Indemnities and Guarantaes of Service Providers. In
the ordinary course of business, the firm indemnifies and
guaraniees cemain service providers, such as clearing and
custody  agents, trustess amd  administrators, against
specificd potential losses in connection with their acting as
an agent of, or providing services to, the firm or its
affiliates.

The firm may also be liable to some clients or other partics
for losscs arsing from its custodial role or caused by acts or
omissions of third-party service providers, including sub-
custadians and third-party brokers. In certain cases, the
firm has the right to seek indemnification from these thied-
party service providers for cemain relevant losses incurred
by the firm. In addirion, the firm is a member of payment,
clearing and settlement networks as well as secunties
exchanges around the world that may require the firm 1o
mieet the obligations of such networks and exchanges inthe
event of member defaulis and other loss scenarios.

Goddman Sachs 2006 Form 104 111
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In connection with the firm's prime brokerage and clearing
Bnasinvesnes, the firm agrees to clear and settle on behalf of s
clients che transactions entered into by them with other
brokerage ficms, The firm’s obligstions in respect of such
transactions are secured by the assets in the clisnt’s account
as well as any proceeds receved from the transactions
cleared and scitled by the firm on behalf of the client. In
connection with joint venture investments, the firm may
Bsue loan guarantess under which it may be liable in the
event of frand, misappropriation, environmental liabilities
and certain other maners involving the borrower.

The fiem is unable to develop an sstimate of the maximum
pavour under these guarantees and indemnifications,
However, management believes that it i unlikely the firm
will have o make any matenal payments under these
arramgements, and no materal habalities related o these
guarantees and indemnifications have been recognized in
the consolidated statements of financial condition as of
December 2016 and December 2015,

Other Represantations, Warrantias and
Indemnifications. The firm provides repeesenations and
WATFANTIES [0 COUNTErPAmMmies in connection wirth a vartery of
commercial transaciions and oceassonally indemnifres them
against potential losses cansed by the breach of those
representations and warcanties. The firm may also provide
mdemnifications protecting against changes in or adverse
application of certain LS, tax laws in connection with
ordinarv-course transactions such as sccunties issuances,
borrowings or derivatives.

In addition, the fiom may provide indemnifications vo some
counterpartics to protect them in the event additional taves
are owed or payments are withheld, due either to a change
in or an adverse application of certain non-105. tax lyws.

These indemnifications generally are standard contractual
terms and are entered into in the ordinary course of
business. Generally, there are no stared or notional
amounts included in these indemnifications, and the
contingencies triggering the obligation o indemnify are not
expected to occur, The firme is unable to develop an estimane
of the maximum payout under these guarangees and
indemnifications. However, management believes that it is
unlikely the firm will have to make any material payments
under these arrangements, and no material liabilities relared
te these arrangements have been recognized i the
consolidated statements of financial condition a5 of
Deecember 2016 and December 2015,

172 Goldman Sachs 2076 Fosm 10-K
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Guarantees of Subsidiaries. Group Inc. fully and
unconditionally guarantess the securnies msued by GS
Finance Corp., a wholly-owned finance subsidiary of the
farm.

Group Inc. has guaranteed the payment obligations of
Goldman, Sachs & Co. (G58Co.) and G5 Bank USA,

subject bo certain exceptions,

In addition, Group Ing, guarantess many of the obligations
of its other consolidated subsidiaries on a transaction-by-
transaction basis, as negotiated with counterpartics, Group
Inc. is unable to develop an estimate of the maximum
payout under is subsidiary guarantees; however, because
these puarantesd obligations are alse obligations of
consolidated  subsidiaries, Group Incs  lLabilities as
glarantor are not s pacately duclosad.

MNote 19,
Shareholders’ Equity

Common Equity

Drividends declared per common share were 52,60 in 2016,
S2A5 m 2005 and $2.25 in 2014, On January 17, 2017,
Group Inc. declared a dividend of 30,65 per common share
to be paid on March 30, 2017 16 common shareholders of
record on March 2, 2017,

The furm's share repurchase program is intended 1o help
maintain the appropriate level of common equity, The
share repurchase program is effected primarily through
regular  open-market purchases {which may include
eepurchase plans dessgned to comply with Rule 10b3-1),
the amounts and timing of which are determined primarily
by the firm's current and projected capatal position, but
which may also be influenced by general market conditions
and the prevailing price and teading volumes of the firm's
common stock, Prior to repurchasing common stock, the
firm must receive confirmation that the Federal Reserve
Board docs not objest to such capital actions,

The table below presemts the amount of common stock
repurchased by the firm under the share repurchase program.

foar Endad Decarrber
wny pndBpvs, Anceed Dy slire amournibe m
Coaramdn shang rogunchases 1 21 e
Bvorsge coslparshare  E1SEMR S18041 317175
Total cost of commen share repurchases § 6,089 § 4,195 3 5463
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Purssiant to the terms of certain shage-based compensation
plans, emplovees may remit shares to the firm or the firm
may cancel RSUs or stock options to satisfy minimum
statutory emplovee tax withholding requirements and the
exercise price of gock options, Under these plans, duning
216, 2015 and 2014, 49,374 shares, 35,217 shares and
174,489 shares were remitted with a total value of
57 million, 56 million and 531 million, and the firm
cancelled 6.1 million, 5.7 million and 5.8 million of R3Us
with a total value of 5921 million, 51.03 billion and
$974 million. Under these plans, the firm alse cancelled
5.5 million, 2.0 million and 15.6 million of stock options
with a tetal value of 111 billion, S406 million and
§2.65 bilion during 2016, 20105 and 2014, respectively.

Preferred Equity

The tables below presemt detailk abouot the perpetual
preferred  stock  sved  and  owstanding  as  of
Drecember 2016,

Series  Authorized beswped  Dusimnding _P.rwm
A 0,000 #0000 FEEES o0
B 50,000 2,000 33000 1000
c 35,000 8000 8,000 1,000
@ 0, D w000 53,358 1000
E 17.500 1667 1667 M
F 5000 1,615 1515 Wi
i 560 e
e T —1o5
K m 1,000
L il
P8 F
N__ 1.0
2 i3 Fil
Total 508250  420.282 420,280
— —

Liquidsti mwﬁ""'
Bariad Esrhast Radsnuprion Date w“ i & -1:-1:,::
A Curranily redamabie § 25000 § TS0
B Cumendyreceemable  I5000 800
C Curra edaamnlie 25,000 200
b Curenlyremerabe 6000 1350
£ Cumentyiecesmabie 100000 767
r Curnnly skl 100,000 181
| FMovambar 10, 2017 25,000 850
1 My 10, 2023 25,000 .0
K Polary 101, 2024 25,000 o0
L My 10, 2018 5,000 1,300
MO Mayl0Oen  YROD0O 2,000
N Moay 10, 2021 26,000 BTE
v FMowembar 10, 2026 25,000 650
Total $11.203

Inn the tables above:

* All shares have a par value of $0.01 per share and, where
applicable, each share is represented by the specified
number of depositary shares,

The earliest redemption date sepresents the date on which
each share of nomcomulative Preferred  Stock 1
redezmable at the firm's option.

The redemption price per share for Series A through F
Preferred Stock is the liquidation preference plus declared
and unpaid dividends. The redemption price per share for
Series | through O Preferred Stock is the liguidation
preference plus acerued and unpaid dividends. Each share
of non-cumulative Serics E and Series F Preferred Stock
issued and ourstanding is redeemable ar the firms option,
subject 1o certain covenant restrictions governing the
firm's ability 1o redeem the preferred stock withow
EsuIng common stock or other instrwments with equity-
like charactenistics, See Note 16 for informarzon about the
replacement capital covenants applicable to the Series E
and Series F Preferred S1ock.

In February 2006, Group Inc. issued 27,000 shares of
Series N perpetual 6.30% Non-Cumulative Preferred
stock (Serics N Preferred Stock).

In July 2016, Group Inc. issued 26,000 shares of Series O
perpetual - 5.30%  Fived-to-Floating  Rate Non-
Cumulative Preferred Stock (Series O Preferred Stock).

Prior to redeeming preferred stock, the firm must receive
confirmation that the Federal Reserve Board does not
object 1o such capnal actions.

All series of preferred stock are pan passu and have a
preference aver the firm's comemon stock on liguedation,

Dhividends on each series of preferred stock, excluding
Series L, Seres M oand Series O Preferred Stock, if
declared, are payable quarterly in arrears. Dividends on
Serics L, Serics M oand Serics O Prefeored Stock, if
declared, are payable semi-annually in arrears from the
ssuance date to, but excleding, Mav 10, 2019,
May 10, 2020 and Movember 10, 2028, respectively, and
quarterly thereafter.

The fiem's abilay e declare o pay dividends on, of
prurchase, redeem or otherwise sequire, its common stock
15 subject to certain restrictions i the event that the firm
fails to pay or set aside full dividends on the preferred
stock for the latest completed dividend penad.
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During 2006, the fiem delivered a par amount of
5132 billion {fair value of $1.04 billionp of APEX o the
APEX Truss in exchange for 9,833 shares of Senes E
Preferred Stock and 3,385 shares of Series F Preferred Stock
for a tofal redemption value of $1.32 billion {net carrving
value of §1.31 billion}. Following the exchange, shares of
Series E and Series F Preferred Stock were cancelled, The
difference between the fair value of the APEX and the net
carrying valse of the preferred stock at the time of
cancellation was 5266 million for 2016, and was recorded
in “Preferred stock dividends,” along with preferred
dividends declared on the firm™s preferred stock. See
Note 16 for fumher information aboutr APEX.

The table below presems the dividend rates of the firm's
perpetual preferred stock as of December 2016,

Serins Dividend Fats
A 3 (0 LSO + 0 7 5%, wills (h0af 6 5 757 Déf 8RnL
B 6 20% par annium
(= Fmeenth LEBOR + O T5%, with flicor of 4 005 par annium
D 3 month LEBOR + 067%, with flioor of 4 00% per annum
E
i
i

3 mepnth LIBOR + 077 %, with foor of 4 00% per annum

" 3 month LIGOH + 0 77%, wilk floor of 4 00% paer annurm
B PR LY e
5.50%: paf annum 19, but exciuding, Way 10, 2023,

J 3 rvonth LIBOR « 364% por amnum 1hbneal i
B 3T5% peaf anniam b, bul axcluding, My 10, 2024,

E 3 month LIBOR + 355% per annum tharealle
5. T0% par annum to, but sxcluding, My 10, 2019,

L 3 mosith LIBOR + 3 224 % por annum tharaafter
5 3TE% par annum L, bul excluding, Wy 10, 2020,

L 3 moalh LIEOR + 3 827% por annum 1harealies
N £ 300 por anfium
5.30% par annum o, but excluding, Movember 10, 2026

2] 3 moeith LIBOR + 3 834 % per annum iheraafier

The table below presenis preferred dividends declared on
the firm's preferred stock,

et Enchod Desotsmies

2016 panid] 4

par $in P L] D L]
Serias abare  millions o T #hied  Frlhang
2 $ WAL $29 3 05050 309 § 5o 3 i
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C mese & ToEsn 0 8 o @
L1668 66 101330 54 10053 o8
E 405668 €0 4,055 EE T 4,042 44 T
F 408686 13 a05nck 00 4oaddd 0
i 148752 §1 1,457 57 B1 1,467 67 51
T iaman B6_ 137500 EE 13/m00 &6
E 1,593.76 4 15930 T 4
L 1,425.00 &1 amn Ta___ jeoto E2
M___MAIN W7 Jabay e o
N____dazdae 9 0 — = = =
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In the table above, the total preferred dividend amounes for
Serws E and Series F Preferred Stock for 2016 melude
procated  dwvidends of $866.67 per share related 10
4,861 shares of Senies E Preferred Stock and 1,639 shares of
Series F Preferred Stock, which were cancelled during 2016,

On Janwary 10, 2017, Group Inc. declared dividends of
§239.58, S3R7.50, §255.56, §255.56, S3TL88, 8343.75,
S5398.44 and $393.75 per share of Scrics A Preferred Stock,
Series B Preferred Stock, Series C Preferred Stock, Series D
Preferred Stock, Series 1 Preferred Stock, Series | Preferred
Stock, Series K Preferred Stock and Series N Preferred
Stock, respectively, o be paid on February 10, 2017 10
preferced sharehelders of record on January 26, 20M7. In
addition, the firm declared dividends of $ L0000 per each
share of Series E Preferred S1ock and Senies F Preferred
Stock, to be paxd on March 1, 2007 1o preferred
sharcholders of record on February 14, 2017,

Accumulated Other Comprehensive Loss

The table below presents accumulated other comprehensive
loss, net of tax, by type. In the table below, the beginning
balance of accumulated other comprebensive loss for the
current period has been adjusted ro reflect the impact of
reclassifving the cumulative debr valuation adjustment, et
of tax, from retained earmings o accumulated other
comprehensive loss, See Note 3 for further information
abowut the adoption of ASU No, 200601, See Note 8 for
further information about the debt valuation adjustment.

O boger
oorrrahrsne
L=t Bt
Bagneang  adpatenrs,  Endeng
£ o ralons Balancs rapt of 1ax  Ealance
As of Ducambar 2016
Cuamerncy Leanslation 587} S {E0) 5 (B47)
Dabl valstion adustment 306 [544)  (239)
Pansaon ard pastrabramant habdibes {131} (153}
Total {413} S[B03) $1,216)
s of Decembar 2015
Curancy ranslaton 3473 gl1141 £ 5871
Pansson ared postrebramant hgbelibes [FF] 138 ELL
Tolal ETHEET] § 15 5 (ha
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MNote 20,
Regulation and Capital Adequacy

The Federal Reserve Board is the primary regulator of
Group Inc., a bank holding company under the Bank
Holding Company Act of 19536 (BHC Act) and a financial
holding company under amendments to the BHC Act. As a
bank holding company, the firm is subject o consolxlaed
regulatory capital requirements which are caleulaed m
accordance with the revised risk-based capital and beverage
regulations of the Federal Reserve Board, subgect 1o certain
transitional provisions (Revised Capital Framework ).

The risk-based capital requirements are ex pressad as capital
ratios that compare measures of regularory capital 1o risk-
weighted assets (RWAs) Failure 1o comply with these
capital requirements could result in restrictions  being
impossd by the finm's regulators. The firms capital levels
are also subject to qualitative judgments by the regulators
about components of capital, ask weightings and other
factors, Furthermore, cemtain of the finm's subsidianies are
sulbject to separate regulations and capital requirenents as
desenibed below,

Capital Framework

The regulations under the Revised Capital Framework are
largely based on the Basel Committee on Banking
Supervision's (Basel Committee) capital framework for
steengthening international capital standards {Basel 111) and
also implement certain provisions of the Dodd-Frank Act.
Under the Revised Capital Feamework, the firm 13 an
“Advanced approach™ banking organization.

The firm caleulates ws Common Equuny Tier 1 (CET1),
Tier 1 capital and Total capital ratios in accerdance with
{1y the Standardized approach and market risk rules set out
im the Revised Capital Framework (together, the
Standardized Capital Rules) and (0} the Advanced
approach and market risk rules set owt in the Revised
Capital Framework (together, the Basel Il Advanced
Rules). The lower of cach ratio calculared in (i) and {ii) is
the ratio apainst which the firm's compliance with is
MmN Gtk requirenents is assessed. Each of the ratios
cakeulaved in accondance with the Basel TI Advanced Rules
was lower than that calcubated in accordance with the
Standardizad Capital Rules and therefore the Basel [1
Advanced ratios were the ratios that applied to the firm as
of December 2006 and December 2015, The capital ratios
that apply to the firm can change in future reporting periods
a5 a result of these regulatory require ments.

EDINETOOOO
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Regulatory Capital and Capital Ratios. The table below

presenis the minimum eatios eequired for the firm.

Ao ol Dasinrrlnge

2018 MG
BETEN 1.0
737N e0%

CETY ratic

In the table above:

+ The minimum catios as of December 2006 reflect (i} the
23% phase-in of the capmal conservation buffer
(LE25%), (i) the 25% phasedn of the Global
Svatemically lmportant Bank {G-5IB} buffer (0.75%), and
{ui) the cowmer-cvelical capaal bufier of zere percent,
each deseribed below,

In order to meet the quantitative requirements for being
“wellcapitalized™ uvnder the Federal Reserve Board's
regulations, the firm must meet a higher required
minimum Total capital ratio of 10.09%,

Tier 1 leverage patio is defined as Tier 1 capital divided by
quarterly average adjusted total assets (which includes
adjustments for goodwill and identifiable intangible
assers, and  cemain  inwvestments in ponconsolidared
financial isnTuraons).

Certain aspects of the Revised Capital Framework's
requirements plise in over time (franstional provisions).
These include capital buffers and certain deductions from
regulatory capital (such as mvestments in nonconsolidated
financial institutions}, These dedictions from regulatory
capital are required to be phased in ratably per vear from
20414 to 2018, with residual amounts not deducted during
the transitional period subject to risk weighting. In
addition, junior subordinated debt Bsaved o trusis is being
phased out of regulatory capital. The minimum CETI,
Tier 1 and Total capatal ratros that apply 1o the firm will
imerease as the capital badfers are phased in.

The capital conservarion buifer, which consists entirely of
capatal thar qualifics as CET1, began to phase m on
Jamuary 1, 20106 and will continue 1o do so in increments of
0625% per year until it reaches 2.3% of RWAs on
Jamuary 1, 2015,
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The G-31B buffer, which is an extenston of the capital
conservation  buffer, phases in emablye, bepinning on
Janwary 8, 2016, becomang fully effective on January 1,
2019, and must consist entirely of capital that qualifies as
CET1. The buffer must be caleulated wsing two
methodologies, the higher of which is reflected in the firm's
minimum risk-based capital ratios. The fist caloulation is
based upon the Basel Committee's methodology which,
among other factors, relies upon measures of the size,
activity and complexity of each G-S1B {Methad Onel. The
second calculation uses similar inputs, but 0 inclodes a
measire of reliance on shor-term wholesale funding
(Method Twol, The firm's G-3IB buifer s 3.0%, using
financial data prmwrly as of December 2014, The buffer
will be updated annually based on financial data as of the
endd of the prier vear, and will be applicable for the
following vear.

The Revised Capatal Framework also provides for a counter-
cyclical capital buffer, which is an extension of the capital
conservation buffer, of up to 2.5% (consisting entirely of
CET1) intended to counteract systemic vulnerabilities. As of
December 2006 the Federal Reserve Board has ser the
counter-cyclical c.lpimlhuﬂ'nt AL gero percent.

Failure 1o meet the capial Bevels inclusive of the buffers
coubd result in hmntations on the firm's abality 1o distribne
capital, incluching  share  repurchases and  dividend
pavments, and to make certain discretionary compensation
PAYIETIS.

Definition of Risk-Weighted Assets. RWAs  arc
caleulated in accordance with both the Standardized
Capital Ruoles and the Basel [l Advanced Rules. The
following is a comparison of RWA caloulations under these
rules:

* RW As for credit risk in accordance with the Standardized
Capital Rules are calculated in a different manner than
the Basel 1 Advanced Rules. The primary difference is
that the Standardized Capital Rules do not contemplate
the use of imtermal models vo compute exposure for credit
risk on derivatives and securities financing transactions,
whereas the Basel 1l Advanced Rules permit the wse of
such models, subject to supervisory approval. In addition,
ceedit RWAs caleulated in accordance with the
Standardized Capital Rubes utilize prescribed risk-weights
which depend largely on the type of counterparty, cather
than on internal asesments of the creditworthiness of
such counterparties;

RWAs for marker risk in accordance with the
Standardized Capital Rules and the Basel N Advanced
Rules are generally consistent; and

RWAs for operattonal rsk are not required by the
Standardized Caputal Rules, whereas the Basel 1
Advanced Rulbes do imclude such a requirement.

176 Goldman Sachs 2076 Fosm 10-K

Cradit Risk

Credit BWAs are calculated based vpon measures of
expasurs, which are then nsk weighted, The following s a
description of the caleulation of credn BW As in accordance
with the Standardized Capital Rules and the Basel [
Advanced Rules:

+ For credit RWAs calculated in accordance with the
Standardized Capital Rules, the firm wtilizes prescribed
risk-weights which depend largely on the type of
counterpanty  {e.g., whether the counterpanty = a
sovereign, bank, broker-dealer or other entityh. The
exposure  measure for defvatives ® based on a
combination of positive net current exposure amd a
percentage of the notional amount of gach derivative. The
exposure measure for securities financing transactions is
caleulated to reflect adjustments for potential price
volatility, the size of which depends on factors such as the
tvpe and matvrity of the security, and whether it is
denominated in the same currency as the other side of the
financing transaction. The firm utilizes specific required
formulaic  approaches to  measure exposure  for
securitizations and equities; and

For ¢redit RWAs calculated in accordance with the
Basel II Advanced Rubes, the frm has been given
permission by s megulators vo compute rsk-weights for
whaolesale and retail credit exposures in accordance with
the Advanced Internal Ratings-Based approach. This
approach is based on imternal assessments of the
creditworthiness of counterpartics, with key inputs being
the probability of defauk, loss given default and the
effective maturity. The firm utilizes internal models o
measire exposure for derivatives, securities financing
rransacrions and eligible margin loans. The Revised
Capital Framework requires that a bank holding
company oblain prior written agreement from  its
regulators before using mternal models for such purposes.
The firm awilizes specific required formulak approaches
o rrasure exposure for securitizations and equities,
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Markat Risk

Market RWAs are calenlued based on measures of
exposure which inchade Value-at-Risk (VaR ), stressed VaR,
mcremental risk and comprebensive risk based on internal
models, and a standardized measurement method for
specific risk, The market rek regulatory capital rules
require that a bank holding company obtain prior written
agreement from its regulators before using any internal
moxdel to caleulate its risk-based capital requirement. The
following is further information regarding the measures of
exposure for marker RWAs calculated in accordance with
the Standardized Capital Rules and Baszl 1 Advanced
Rouides:

* VaR is the potential loss in value of inventory positions,
as well as cermain other financial assets and financial
liabilities, due 1o adverse market movemnenls over a
defined time honizon with a specified confidence level, For
both risk management purposes and regulatory capital
caleulations the firm uses a single VaR meodel which
captures risks including those related to interest rates,
equity prices, currency rates and commodity prices.
However, VaR used for regulatory capital reguirements
(regulatory VaR) differs from risk management Val, due
o different time horzons and confidence levels {10-day
and #9% for regulatory VaR vs. one-day and 25% for
risk management VaR), as well as differences in the scope
of postions on which VaR s caliulated, In addstion, the
daily trading net revenwes wsed to determine sk
management ValR exceptions (1., comparing the daily
trading net revenues to the Val measure caleolated as of
the end of the prier business dav) include intraday
activity, whereas the Federal Reserve Board's segulatory
capital rules pequire that intraday activity be excluded
from daily rrading net revenues when caleulating
regulatory VaR exceptions. Inteaday actvity includes bid/
offer net reventics, which are more likely than not 1o be
positive by their nature, As a result, there may be
differences i the number of VaR exceptions and the
amount of daly trading met revenues calculated for
regulatory VaR compared to the amounts caleulated for
risk managememt VaR. The fiom's positional losses
observed on a single day exceeded ns 99% one-day
regubtory Val on two occasions during 2006 and did
nedt exeeed its 99% one-day regulatory VaR during 2015,
There was no change in the VaR muoluplier wsed to
caleulare Marker RW As;

= Stressed Valt is the potential boss in value of mventory
possteons, as well as cemain other financial assets and
financial liabalities, during a2 period of significant market
Hress)

= Incremental risk is the potential boss in value of non-
securitized inventory positions doe to the default or credit
migration of issuers of financial instruments over a one-
year time horizong

* Comprehensive risk is the potential loss in valwe, due to
price risk and defaults, within the firm's credit correlation
positions; and

Specific risk is the risk of loss on a position that could
result from factors other than broad market movements,
including event risk, defaulr risk and idiosyncraric risk.
The standarchzed measurement nethod s used o
derermine specific sk RWAs, by applying supervisory
defined risk-weighting factors after applicable nesting 15
performed.

Operational Risk

Operational RWAs are only required to be included under
the Basel [l Advanced Rubes. The firm has been given
penmussion by its regulators to calculate operational RWAs
in  accordance  with the “Advanced Measurement
Approach,™ and therefore uiilizes an internal risk-based
model to quantify Crperational RWAs,

Consolidated Regulatory Capital Ratios

Capital Ratios and RWAs, Each of the ronos caleulared in
aceordance with the Basel Il Advanced Rules was lower
than that caleulated in accordance with the Standardized
Rules as of December 2006 and December 2015, and
therefore such lower ratios applicd to the firm as of these
dates.

Goddman Sachs 2006 Form 104 177
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The rable below presents the ratios calculated in accondance
with baoth the Standardized and Basel I Advanced Rules,

b of Descamber
$an erelBovay w
Common sharahokders” equety 8 TSE30 § 5L
Daductions for gocdwall and identifalle miangila
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1 4 BTN qd24] {EaGd)
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Thar 1 capital § BZAD § B1510
Cheabfyrsg suborceted dobl 14566 15000
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Allpeance for kpsses on loans and landng
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16074 o0k
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Basol Il Advancad Tior 2 and Total capital

Tier 1 capital § BIA40 § £1.510

Standardized Tiar 3 capital 16074 TG0

1ﬁ§ {EI2N

16,382 6,100

Bazol |l Advanced Total capital $ 8T A2 % 07614
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Stancardized
Basad 1l Advancad

496676 524000
49650 L7TELI

— __ 14BN 126
13.1% 124%
Tier 1 capital ratio
Standardzed 186% 156%
Bassd 11 Achmnicasd 15,0% i41%
Total capital ratio
Standard:ned S _1aB% 0%
B 17.8% 1600
Tiar 1 bewarage ratic 4% 9.3%
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Inthe table above:

s The deductions for goodwill and idemtifiable intangible
mssers, net of deferred tax liabilities, include goodwill of
53.67 billion and $3.66 billion as of December 2016 and
December 20015, respectively, and identifiable intangible
asseis of 5257 million (60% of 5429 million) and
5195 million {40% of $4%1 million} as of December 2016
and December 2015, respectively, net of associated
deferred tax liabilities of $1.05 billion and 51.04 billion
s of December 2006 and December 2013, respectively.
Goodwill is fully deducted from CET1, while the
deduction for identafiable intangible asets s required 1o
be phased into CET1 ratably over five years from 2014 10
2018, The balance that m not deducted during the
rransitional period is rsk weighted,

* The deductions for mwvestments in nonconselidated
financial institutions represent the amount by which the
firm's investments in the capital of nonconsolidated
financial  institutions  exceed  certain  prescribed
thresholds. The deduction for such investmens is
required to be phased into CET1 patably over five vears
from 2004 o 2018. As of December 2016 and
December 2015, CET1 reflects 60% and 40% of the
deduction, respectively. The balance that is nor deduscred
during the transitional period 15 risk werghted.

« The deduction for investments in covered  funds
represents the firm's agaregate mvestments in applicable
coversd funds, as permitted by the Velcker Rule, that
were purchased after December 20013, Substantially all of
these investments in covered funds were purchased in
connection with the firm's market-making activities. This
deduction was not subject to a transition period. See
Note & for further information about the Voleker Rule.

Other adjustmentss within CET1 and Tier 1 capital
primarily include accumulated other comprehensive loss,
credir valuation adjustments on derivative liabilities, the
overfunded portion of the fiem's defined benefit pension
plan obligation net of msociated deferred tax liabilities,
disallowed deferred tax assers and other required credi
risk-based deductions. The deductions for such items are
generally required to be phased into CET1 ratably over
five years from 2014 to 2018, As of December 2016 and
December 2015, CET1 reflects 60% and 40% of such
deductions, respectively. The balance thar is not deducred
from CET1 during the teansiional period is generally
deducted from Tier 1 capital within other adjustments.

*
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+ As of December 2016, junior subordinared debe isued 1o
trusts o5 fully phased owt of Tier 1 capital, with 6005
imcheded in Teer 2 capital and 40% fully phased out of
regulatory capital. As of December 2005, jumior
subordinated deba issued vo trusts is reflected in both Teer 1
capital {25%) and Tier 2 capital (75%) Jumior
subordinated debt issued to trusts = reduced by the amount
of trust preferred securities purchased by the firm and will
be fully phased owt of Tier 2 capital by 2022 at a rate of
10% per year. See MNote 16 for additional information
abour the firm's junior subosdinated debt issued ro rrusts
and trust prefereed securities puechased by the firm.

« Qualifying subordinated debt 15 subordinated debt msued
by Group Inc. with an ergimal maturity of five vears or
greater. The ouwstanding amount of subordinared deba
qualifving for Tier 2 capital 15 reduced wpon reaching a
remaining maturdy of five years. See Note 16 for
additional information about the firm's subordinated debs.

The tables below present changes in CET'1, Tier 1 capital
and Tier 2 capital for the year ended December 2006 and
year ended December 2015,

Yaar Endad
Dacembar 2018
Bagel 1l
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Changs i the slowanca for losses on loans
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é‘k:u'la [T 81,511 81511
Tiar 2 capital
Begnning balance 12,061 10545
Increassd deductions for mngional provisons 530 I53]

Charg i quakhymg subardeatid dobt 3738 500
Rirdiingraation of jumas subdrdinatod dedt

158 e 10 tnasts. 330 330
Changa in the sbowance for losses on loans

aincd bandineg comanilments i) —
Charege in olhar sdjusimants 43 43
Ending bafanoa G TS 18,103
Tonal captal 203 2168 307614

The change in deductions for transitional provisions in the
tables above represent the increased phase-in of deductions
from 40% to 60% (eifective January 1, 2016) for the year
ended December 2016 and from 20% 1o 40% (effective
Jamuary 1, 2005} for the year ended December 215,
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The tables below peesent the components of RWAs
caleulated in accordance with the Standardized and
Baasel I Advanced Rules,

Stancardized Capdal Fulss
wn ol Dacarrber

2018 a0

g fi l'|].l'll'll1-j_ s
sl iy
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erm FI'Mh
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Secuites francing transactions V4ETE
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Market RWAs
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Croamiprobsananms nsk 4 B50 4.7
Speaii nsk '_ """""""" 39825 G500
Total Market RWAs 24,475 1083
Total Dperational AWAE 115,088 150,588
Total EWAs 5648 B0 577,651
In the tables abowve:

* Securities financing transactions represent resale and
repurchase apreements and securities borrowed and
loaned transactions.

= Other primarily includes receivables, other assers, and
cash and cash equivabents.

The table below presents changes m RWAs caloulated i
aceordance with the Standardared and Basel T Advanced
Rules for the vear ended December 20006, The increased
deductions  for transtional provisions represent the
isreased phase-in of deductions from 40% 10 60%,
effective January 1, 206,
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Standardized Credst RWAs as of December 2016 decreasad
by 58,71 ballion comparsd with December 2015, primarily
reflecting a decrease in dervatives, prncipally due to
rechisced exposures, and a decrease in receivables included in
other credit KW As reflecting the impact of firm and client
activity, This decrease was partially offser by increases in
commitments, guarantees and leans principally due to
increased  lending  activioy  and  equity  investments,
principally due to increasad exposures and the impact of
market movements. Standardized Macker RWAs as of
December 2016 decreased by S18.73 billvon compared with
December 2005, primarily reflecting a decrease n specific
risk s a result of reduced risk exposures.

Basel Il Advanced Credit RWAs as of December 2016
increased by $6.01 billion compared with December 2005,
pramarily reflecting an increase in commitments, graranices
and loans principally due to increased kending activity, and
an increase in equity iwestments, principally due 1o
increased exposures and the impact of market movemenis,
These increases were partially offset by a decrease in
depvatves, principally due to lower counterpany credit
risk and reduced exposure. Basel N1 Advanced Market
RWAs as of Decemnber 2016 decreased by S18.51 billion
compared with December 2013, primanly reflecting a
decrease in specific risk as a3 resub of redueed risk
exposurss, Basel [l Advanced Operational RWAs as of
December 2016 decreased by S15.50 billion compared with
December 2015, reflecting a decrease in the frequency of
certain events imcorporated within the firm's risk-based
model.
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The table below presents changes in RWAs caleulated in
accordance with the Standardized and Basel 111 Advanced
Rules for the vear ended December 2005, The nereased
deductions  for transitional provisions represemt the
increased  phase-in of deductions from 20% 1o 40%,
effective January 1, 2015,

‘War Enclad
2k
Elaal |If
Fan roellovar eedisdepad  Advaniind
Risk-Weighted Aszots
Begmning balance 3519,216 8570313
Cradit RWAS
Ehangs i deductions bor rinaitional povisons 11,673 (1073}
Changs n
Drstvadtiags 4.3 S [ &)
Codndmlimbals, Guadanlids and lbans 21 6008 19,314
Sapcurilses lirdaising Lranssclons {7171
Equaty invesiments B4
Dihae 15, 500 E.510
Change o Cradht FidAs 52577 1613
Markat RWAs
Changa n
_PoguiatoryWeR LIB?  LTA
Sirissad VaR [7Ea7  [7EET)
Inazraarian 18l nak I7.4370 74571
Lomipiahen sive risk 14,130 13,4334
Soecific nak (24550 124,805
Change = Markal FildAs 142533 {41,500
Oparational RWAs
Chanps & opasabonal mk 3,100
Charige & Opacaeaal WAL 53 100

Enchry Bastarson §524,107 2577651

Standardized Credst RWAs as of December 2005 decreased
by 535238 billion compared with December 2004,
reflecting decreases in derivatives and securities financing
transactions, primarily due o lower exposurcs. These
decreases were partially offset by an increase in lending
activiey, Standardized Market KW As as of December 2015
decreased by S42.53  billien  compared  with
Drecember 20014, primarily doe to decreased speafic risk, as
a resubt of reduced risk exposures.

Basel I Advanced Credit RWAs a5 of December 2015
mereased by $16.14  billion  compared  with
Drecember 2004, primarily reflecting an increase in lending
activiey, This increase was partially offset by a decrease in
RWAs related to dervatives, due to lower counterparty
crediv risk. Basel 1 Advanced Market RWAs as of
[recember 20015 decreased by $41.90 billion compared with
Drecember 2014, primaeily due to decreased specific risk, as
a result of reduced nsk exposures. Basel 1 Advanced
Operational RWAs as of December 20005 imcreased by
53310  bilbien compared with December 20014,
substantially all of which & associated with mortgage-
related legal matters and regulatory proceedings.
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See “Definition of Risk-Weighted Assets™ above for a
deseription of the caleulations of Credit RWAs, Market
RW Az and Operational RW As, imcluding the differences in
the calculation of Credin RWAs under each of the
Standardized Capital Rules and the Basel 1l Advanced
Rules.

Bank Subsidiaries

Regulatory Capital Ratios. G5 Bank USA, an FDIC-
insured, Mew York State-chastered bank and a member of
the Federal Reserve Systemy, is supervised and regulated by
the Federal Reserve Board, the FINC, the New York Stane
Depantment of Financial Seevices  (NYDF3) and  the
Consumer Financial Protection Burean, and is subject 1o
regulatory  capital regquirements that are caleulated in
substantially the same manner as those applicable to bank
holding companies. For purposes of assessing the adequacy
of its capital, G5 Bank USA calculates its capital ratios in
accordance with the risk-based capital and leverage
requirements applicable to state member banks. These
requirements are based on the Revised Capital Framework
described above. GS Bank USA is an Advanced approach
banking organization  wnder  the  Revised  Caparal
Framework.

Under the regulatory framework for prompt corrective
acteon applicable 1o GS Bank USA, in order to meet the
quantitative requirements for being a “wellcapitalized ™
depository institution, G5 Bank USA must meet higher
minimum requirements than the minimom ratios in the
table below. The table below presents the minimum ratios
and the “well-capitalized™ minimum ratios required for GS
Bank USA.

BAniarrien Rang o of D

“Wall-eapitskred”
faa 1) 2015 Mirdmmum Flatio
CETI mla 515N A5% _BSW

eapilal rabe

tal capital et

Tiar 1 bevarsga rato ] 4 0% 5.0%

S Bank USA was in compliance with its minimum capital
requirements and the “well-capitalized ™ minimum ratios as
of December 2016 and December 2015, In the table above,
the minimum ratios as of December 2006 reflect the 25%
phase-in of the capital conservation bauffer {(LE25%) and
the counter-cyclical capital buffer described above (091
GS Bank USA's capital levels and prompt corrective action
classification are also subject to qualitative judgmemts by
the regulators about compoenents of capital, risk weightings
and other factors. Failure to comply with these capital
requirements, including a breach of the bufiers discussed
above, could result in restrictions being imposed by GS
Bank USA™s regulaors.
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Similar o the fiem, GS Bank USA i sequired o caleulate
each of the CET1, Tier 1 capital and Total capital eatios in
aceordance with both the Standardized Capnal Rules and
Basal Hl Advanced Rules. The lowser of each ratio calculated
i accordance with the Standardieed Capital Rules and
Basel I Advanced Rules is the ratio against which GS Bank
USA"s compliance with its minimum rafio requirements is
assessed. Each of the ratios caloulated in accordance with
the Standardized Capital Rules was lewer than that
calenlated in accordance with the Basel Il Advanced Rules
and therefore the Standardized Capital eatios were the
eatios that applied 1o GS Bank USA as of December 2016
and December 2005, The capital ratios that apply o GS
Bank USA can change i future reporting periods as a vesult
of thess regulatory requirements,

The table below presents the ratios for GS Bank USA
calculated in accordance with both the Standardized and
Basel [l Advanced Rules.

a5 of Deconte

£ in endleons 2018 i 13
Standardizoed
Comimenn Equety Teae 1 5 24,485 g X307
Thawt 1 capatal 24,485 Fm?
Tiar 2 capital 2.382 .31
Tn‘bﬂﬂw E] H;_JFI' 3§ 15,908
Basal lll Advanced
Cosmmion Equity Teer 1 § 24485 5 15017
That 1 captal 24 485 ) fl'l_.-"_
Staraardioed Trar 2 caputal - _aae  La
Alkoamnes for lossas on loans and landng

commaments 1382 1311}
Tigr 2 captal 2,000 2,000
Total capital § 26485 £ 5010
AWAL
L N ... B
Based il Advanced 131,061
CET1 ratio
Standurdized 12.0% i14%
Baged 11 Advancad 18, T 17 5%
Tiwr 1 capital ratio
Standardited 12.0% 11 4%
Based 11l Advancad 18.7% 17.6%
Total capital ratio
Standardized 13.2% 12.5%
Bacsad 11} Acpmniosad gm 1915
Tier 1 beverage ratio 14.4% 16 4%

The increase in G35 Bank USA's Standardized and Advanced
capital gatios from December 2015 1o December 2016 i
primarily due to an increase in Common Equity Tier 1
capital, principally due to net camings for 2016,
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The fiem's principal non-US. bank subsidiary, GSIB, is a
whollv-owned  credit  imstitution,  regulated by the
Prudential Regulation Authorigy (PRA} and the Financial
Conduct Auvthority (FCA) and = subgest to minbmum
capital  requirements, As  of December 2006 and
December 2005, GSIB was in compliance with  all
regulatory capital requirements,

Broker-Dealer Subsidiaries

U.5. Regulated Broker-Dealer Subsidiaries. GS8cCo. is
the firm’s primary U regulated broker-dealer subsidiary
and is subject to regulavory capital requirements including
those mposed by the SEC and the Financaal Indusery
Regulatory Awthodry, Inc. (FINRA} In addiion, GS8.Co.
1% 2 registered futures commssion merchant and 15 sulbject
to regulatery capital requirements imposed by the CFTC,
the Chicago Mercantile Exchange and the National Futures
Association. Rule 15¢3-1 of the SEC and Rule L17 of the
CFTC specify uniform minimum net capital requirements,
as defined, for their registrants, and also cffectively require
that a significant part of the registeants” assets be kept in
relatively liquid form. GS8Co. has elected to calculate its
minimum capital requirements in accordance with the
“Adrernative Net Capital Requirememt™ o permutted by
Rule 1523-1.

As of Decembrer 2016 and December 2013, GS8Co. had
regulatory met capital, as defined by Rule 15¢3-1, of
§17.17 billion and S14.75 billion, respectively, which
exceeded the amoumt required by 51466 ballion and
51237 billion, respectively. In addition 1o is aliernative
minimum net capital requirements, G5&Co. & ako
required to hold tentative net capital in excess of 51 billion
and net capital in excess of 3500 million in accordance with
the market and credin rsk standards of Appendix E of
Rule 15c3-1. GS&Co. is also required to notify the SEC in
the event that its tentative net capital is less than 33 billion.
As of December 2016 and December 2013, GS8Co. had
tentative net capital and net capial in excess of both the
rninamum and the notification requirements.

Goldman Sachs Execution & Clearing, L.P. (GSECH was
alse one of the fiom's primary US, regulated broker-dealer
subsidiaries prior to transferring substantially all of its
clearing  business to  GS8&Co. in 2016, As  of
December 2015, GSEC had repulatory net  capital,
calculated in accordance with the “Alernative Met Capital
Requirement™  as  permitted by Ruble  15:3-1,  of
S1.71 bilon, which exceeded the amount required by
S1.59 billion.
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MNon-U.S. Regulated Broker-Dealer Subsidiaries, The
firm's  principal  non-US, repulated  brokee-dealer
subsicharies inclede Goldman Sachs International (GSI) and
Gobldman Sachs Japan Co., Ltd, (GS]CL). GSI, the firm's
UK., broker-dealer, 5 regulated by the PRA and the FCA,
GS)CL, the firm's Japanese broker-dealer, 15 regulated by
Japan's Financial $ervices Agency. These and certain other
non-LL.S, subsidiaries of the firm are also subject to capital
adequacy requirements promulgated by authoritics of the
countries in which they operate. As of December 2016 and
Drecember 2015, these subsidiaries were in compliance with
their local capital adequacy requirements.

Restrictions on Payments

Group Ine.'s ability to withdraw capital from its regulated
subsicharies 15 limied by minimum  equity  capital
reuirements applicable to those subsidiaries, provisions of
applicable law and regulations and other regulatory
restrictions that limit the ability of those subsidiaries to
declare and pay dividends without prior regulatory
approval je.g., the amount of dividends that may be paid by
G5 Bank USA is limited to the lesser of the amounts
caleulated under a recent earnings test and an undivided
pmﬁ:.f. test] even if the pelevant subsidiary would sty the
eqquity capital eequirements apphicable to o after giving
effect 1o the dividend. For example, the Federal Reserve
Board, the FINC and the NYDFS have autharity to prahibn
or to hmnt the pavment of dividends by the banking
organizations they supervise (incloding G5 Bank USAJif, in
the relevant regulator’s opimon, payment of a dividensd
would constitute an unsafe or unsound practice in the light
of the financial condition of the banking organization.

As of Decemnber 2006 and December 20135, Group Inc. was
required to maintain $46.49 billion and $48.09 billion,
respectively, of minimum equity capital in its regulared
subsicharies in order 1o satisdy the regularory requirements
of such subsidiaries.

Orther

The deposits of G5 Bank USA are msured by the FDIC 1o
the extent provided by law. The Federal Reserve Board
requires that G5 Bank USA maintain cash reserves with the
Federal Reserve Bank of New York. The amount deposited
by G5 Bank USA held at the Federal Reserve Bank of New
York was 37424 billion and 54936 billion as of
Drecember 2016 and December 2013, respectively, which
exceeded required reserve amounts by $74.09 billion and
54925 ballion as of December 2016 and December 2015,
respectively. The mcrease i the amount deposated by G5
Bank USA held a1 the Federal Reserve Bank of New York
from December 20035 10 December 2ME is primanly a
result of the acquisation of GE Capatal Bank's online deposit
platferm in April 2006, See Mote 14 for further information
about this acquisition.
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Mote 21,
Earnings Per Common Share

Basic earnings per comman share (EIP%) is calculated by
dividing net earnings applicable to common sharcholders
by the werghted avesage number of common shares
ousgtanding and RSUs for which no future service is
required as a condition to the delivery of the underying
common stock {collectively, basic shares). Diluted EPS
includes the determinants of basic EPS and, in addition,
reflocts the dilutive effect of the common stock deliverable
for stock options and for RSUs for which future service is
required as a condition to the delivery of the underlying
comimon stock.

The table below presemts the computations of basic and
dilured EPs.

Vinas [Erafaed Cucsberrbiane

An oy, BeOATE Dt SRarE ATIOLATE b LT

Nat sarnings applicable to common
sharehalders S7.087 45568 TRATT

. :J'!-'_utlﬁngﬂ rumibar of bass '.h_nrru 4274 4490 -1[-5'3

Elfact of ddutrg Sacunlied

... A S, 3 |
Sieack oplions 2.0 Y ¥
Chlutea saountas 7.7 EN 143
Walghted sverage numbser of basic s hares
and dilutive securities 4351 4taE avil
BascEFS — . WAEB3 31235 S17ES5
Chluted EPS 1829 1292 1707

In the table above, unvested share-based awards that have
non-forfeitable rghts o dividends or dividend equivalents
are treated as a separate class of securities in cabeulating
EP3. The impact of applying this methodology was a
reduction in basic EPS.of 005 for 2006, 2005 and 2014,

The diluted EPS computations in the table above do no
mclude antidilutive RSUs and common shares undedying
antidilutive stock options of 2.8 million for 2006, and
&.0million for both 2015 and 2014,
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HNote 22,
Transactions with Affiiated Funds

The firm has formed numerous nonconselidated investment
funds with third-pary investors. As the fiem generally acts
a5 the investment manager for these funds, i is entitled vo
receive management fees and, in cerain cases, advisory fees
or ncentive fees from these funds, Additionally, the firm
mvests alongside the third-panty investors in certain funds.

The tables below present fees camed from affiliated funds,
fees receivable from affilisted funds and the aggregate
carrying value of the firm"s intercsts in affiliated funds,

tar Ended Dacarrba

& in ey 20E o L Fang
Fis. aarmed foom Tunds RITT 531MF  §3.I1%
B4 ad Dasarrisn
X in il 2018 el |1
Faas racamabla from funds & BG4 £ B

-!--'E-f;l-n!-:-'.':l-.' ingG v of nlgresls in lunds - 'SJ-H -.7. =

The firm may periodically determine 1o waive certain
management  fees on selected money  market Tunds,
Management fess of 5104 mullion were warved for the vear
ended December 2018,

The Vokcker Rule restricts the firm from providing financial
support to covered funds (as defined in the rule) after the
expiration of any applicable conformance period. As a
general matter, in the ordinary course of business, the firm
dees not expect to provide additional voluntary financial
support to any covered funds but may choose o do so with
respect to funds that are not subject to the Volcker Rule;
however, in the event that such support s provided, the
amount is ot expected 1o be matenial,

As of both December 20006 and December 20015, the firm
had an owmstanding guarantes, as permutied under the
Volcker Rule, on behall of s funds of 5300 million. The
firm has voluntanly provided this guaraniee in connection
with a financing agreement with a third-party lender
executed by one of the firm"s real estate funds that is not
covered by the Volcker Rule. As of December 20116 and
December 2015, except as noted above, the firm has not
provided any additional financial support to s affiliated
funds.

T acdeivion, in the ordinary course of busivess, the firm may
alko engage in other activities with s affiliated funds
meloding, among  others, securities  lening,  trade
execution, market making, custody, and acguisition and
bridge financing. See Note 18 for the firm's investment
commitments related to these funds.

184 Goldman Sachs 2076 Fosm 10-K
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Mote 23,
Interest Income and Interest Expense

Interest is recorded over the life of the instrument on an
accrual basis based on contractual interest rates. The table
below presents the firm's sources of intersst income and
INLErest expenss,

Vit Erwdesd Duaorrions

v renlinc gl sl and

Interest ncome
Dapasis wilh banks

EN IR

a5 purchased
azal and fadsanl

fands sodd E31 i7 T8
Financal mstruments ownad, 1 fa value _ BAME__ 5882 7537
Lo s rsdevills 1.843 119 i)
Cithes intesest 12681 1141 1o
Total interast incams 9,697 B452 SEDM

E78 408 K

M 0 4R
piaichmssd, &1 lair vales 1.261 1,315 5,741
Short-term secured and unsecired
beroeeanigs 445 4758 447
Long-term sacured and unsacured
_borean . AM2 3878 3460
Dther B [185)  io7al  (Eel
Total int 7004 538 BRRT
Mt irtaresl income $2 687 30084 w4047
In the table above:

Securitics  borrowed,  securities  purchased  under
agreements 10 resell and federal funds sold incledes
rebates paid and intefest income on secufities borrowed.

Other interest income includes interest income on
customer debit balances and other interest-carning assets.

*

Other interest expense includes rebates received on other
interest-bearing  liabilies and  interest expense on
customer credit balances.
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MNote 24,
Income Taxes

Provision for Income Taxes

Income taxes are provided for using the asset and liability
method under which deferred tax assers amd Iabilites are
recognized for temporary differences bevween the financial
reporting and tax bases of assets and liabilites, The firm
reports imerest expense related 1o income tax matters m
“Provision for taxes™ and income tax penalties in “Other
expenses,”

The tables below present the components of the provision
for taxes and a reconciliation of the US, federal statwtory
imcome tax rate to the firm’s effective inoome 1ax rate.

Vil Erschind Dcierriie!

5 o el ot o I 4
Current taxes
UE ledaral 81,002 21,118 21,008
Elasg e kocal 120 [{E] 576
hon 5 198 LIEs Eal]
Total curmant ax R 2355 2.2 3385
Datorrad taxes
US. fadani % E:H 150
Swioandlocal B\ &1 %
Tl 367
435 455
Provision for taxes £2005 12 BD5 3,880

In the table above, for 2016 and 20035, gate and local
current taxes includes the impact of settlements of state and
lcal examinations.

Vaar Erded Docarmbar
206 2k 014
UL fadaral statulorny eoome W rta /O AEO0E I50%
Stase ard kocal tases, netof U5 Tedaral

eometwcaffests  OM%  03%  31%
T crachis o TE %
HonU 5. opentions BT 2% 5E%
Tax-exampl income, ncludng dradencs PR 0T71% DA%
Hon-daductinls legsl axpanses 1.0%  103% —
Cithar 0.3% 03%  04%
Effactive incoma tay rate HEH 30TH A%
Inthe table above:

* Non-ULS. eperations inchiedes the impact of permanently
reinvested carnings.
+ State and local vaxes, net of US. federal income 1ax

effects, for 2016 and 2015, mcludes the impac of
settlements of state and local examinations.

» Substantially all of the non-deductible legal expenses for
205 relate vo provisions for the scttlement agreement
with the RMBS Waorking Group.
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Deferrad Income Taxes

Deferred income taxes reflect the net tax effects of
temporary differences berween the financial reporting and
1ax bases of assers and labilmies. These temporary
differences result in taxable or deductible amounts n futare
years and are measured using the tax rates and laws that
will be in effect when such differences are expected 1o
reverse. Valuation allowances are established to reduce
deferred tax assets to the amount that more likely than not
will be realized and primarily relate to the ability to utilize
losses in various tax jurisdictions. Tax assets and labilitics
are presented as a component of “Other assers™ and “Other
liabilities and accruoed expenses,” respectively.

The table below presents the significant components of
deferred vax assers and labilities, excluding the impaca of
nettog within tax jursdictions,

B3 ol Decermber
3 i raleivay 1k 25
Deferrad tax assots
S2461 50744
S L I
Hatopersing loases 42T 418
Docupancyralalad 1080 &
et O PR a0 SV INCOIT T it 7T 521
Ditiie, noid 394 i)
Subiotal 5337 E00d
Valuation plkwencs {115} 173
Total deferred tax assets $5.232  iRan]
Dhapodcalan Ak Am0odLEanon 1200 31 254
Ui fish e i nd a4z 853
Total deferred tax [Rabilitios $1842 11107

The firm has recorded deferred tax assets of 5427 million
and %426 million as of December X016 and
December 2015, respectively, in connection with 1.5
federal, state and local and foreipn net operating loss
carrylorwards. The firm abe recorded a  valuation
allowance of 567 million and 524 million as of
Drecember 2016 and December 2015, respectively, related
to these net operating loss carryforwards,
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As of December 2016, the 1.5, federal and state and local
net operating koss carrviorwards were 5207 pullion and
SE00 million, respectively, I not wilized, the ULS, federal
net operating loss carrviorward and the state and local net
operating loss carrvforward will begin to expire in 2007, If
these carryforwards expire, they will not have a material
impact on the firms results of operations. As of
December 2016, foreign net operating loss carryforwards
were 51,39 billion, substantially all of which de not expire,
The fiem had no foreign ax ceedit carryforwards and no
related net deferred income tax assets as of December 2016
and December 2015,

The firm had no capital boss carrviorwands and ne related
net deferred meome tax assets as of December 2016 and
December 2015,

The valuation allowance imcreased by 542 million dunng
2016 and increased by 59 million durnng 2015, The
increases im 2006 and 2005 were primarily due to an
increase in deferred tax assets from which the firm dees not
expect to realize any benefit.

The firm permanently reinvests eligible earnings of certain
forcign subsidiaries and, accordingly, does not accrue any
U5, income taxes that would arise if such eamings were
repatriated. As of December 20106 and December 2015, this
policy resulted in an unsecognized net deferred rax liabilicy
of 56,18 billion and 5566 billion, respectively, amabistable
o penvested earnings of 531,24 billion and 2855 ballion,
respectively,

Unrecognized Tax Benefits

The finm recognizes tax positions in the conselidated
financial statements onby when it & more likely than not
that the position will be sustained on examination by the
relevant taxing authority based on the technical merits of
the position. A positien that meets this standard is
measired at the largest amount of benefit that will more
likely than not be realized on setrlement. A Lability is
catablished for differences between positions taken in a tax
return and  amounts  recognized i the consolidared
financial statements.

The acermed lability for mterest expense related 1o meome
tax matters and meome tax penalties was 5141 mallion and
5101 million as of December 2006 and December 2015,
respectively, The firm recognized interest expense and
income tax penalties of %27 million, 517 million and
545 million for 2016, 2015 and 2014, respectively. It is
reasonably possible that unrecognized tax benefits could
change significantly during the twelve months subsequent
to December 2006 due to potential audit sentlements.
However, at this time it 5 not possable 1o estimate any
potential change.
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The table below presents the changes in the hability for
unrecogmzed tax benefits, Thie habilty s meluded in
“Chher liabalities and acorsed expenses.™ See Note 17 for
further information.

Yoar Evcded or os of Docember
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Dacreases refated 10 sellkaments (188 B 11,112
Exchangs eate fluctuabons - 3 iFi
Endling balanca g5 sa25 § BN
Riebied dafarred income ta assat bl 197 172
Met unrecognized tax bonefit & B&21 £828 $ BoS

Regulatory Tax Examinations

The firm 5 subject o examination by the U5, lnternal
Revenue Service (IRS) and other tasing authontss in
jursadictions where the firm  has sigmficam  business
operations, such a8 the Umted Kingdom, Japan, Hong
Ko and various states, such as New York, The tax years
under examination vary by jursdiction. The firm does not
expect completion of these audits to have a material impact
on the firm's financial condition but it may be matenal to
operating sesults for a particular period, depending, in part,
onthe operating resulis for that period.

The table below presents the earliest tax years that eemain
subject 1o examination by major jurisdiction.

A ol
Surisdistion Dacombar diid
U5 Fedenl 2m1
WoworkStatesed Oty 000 000 0 0 2047
Unitedbingdoen 4
T — -
Hang Eaadg 2007

Druring the second quarmer of 2016, the Joint Committes on
Taxation finalized 15 review of the US, Federal
examinations of fiscal 2008 through calendar 2010, The
caompletion of the review did not have a material impact on
the firnr's effective mcome tax rate, The examinations of
2011 and 2012 began in 2013,

The firm has been accepted inte the Compliance Assurance
Process program by the IRS for each of the tax vears from
2013 through 2017, This program allows the firm to work
with the IRS to identify and resolve potential US. federal
tax issucs before the filing of tax returns, The 20003 through
2015 Lax years remain subject to post-filing review.
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Mew York Swtare and Ciry examinations for the firm
(ex<luding G3 Bank USA) of fiscal 2007 through calendar
2000 are ongong. New York State and Ciry examinations
for GS Bank USA have been completed throwgh 2014,

In 2016, the firm concluded examinations with the Japan
tax authoritics related to 2000 through 2013, In 2016, the
firm concluded examinations with the Hong Keng tax
authorities related o 2006, The completion of these
examinations did noz have a material impact on the firm's
effective income tax rate.

All years including and subsequent to the vears in the table
above remain open to examination by the taxing
authorities, The fiem believes thar the liabilioy for
unrecognized tax benelits it has established & adequate in
eelation te the potential for additional assesaments.

MNate 26,
Business Segments

The firim eeports its activities in the following four business
segrments: Investment Banking, Institutional Client Services,
Investing & Lending and Investment Management.

Basis of Presentation

In reporting segments, certun of the firm's business lines
have been aggregated where they have similar economic
characteristics and are similar m each of the following
areas: (i} the nature of the services they provide, {it) their
methods of discribution, (i} the types of clients they serve
and {iv}the regulatory environments in which they operate.

The cost deivers of the fiom taken as a whole
compensation, headcount and levels of business activity,
are broadly similar in each of the firm's business segments.
Compensation and benefiis expenses in the firm’s sepments
reflect, among other factors, the overall performance of the
firm, as well as the performance of individual businesses.
Comsequently, pre-tax marging in one segment of the firm's
business may be sigrificantly affected by the performance
of the finm's other busines segments.
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The firm allocates assers (including allocations of global
core liguad assets and cash, secured client Ninancing and
other assers), revenues andd expenses among the four
business segments. Doe 1o the integrated nature of these
sepgmEnts, estimates and judgments are made in allocating
certain assets, revenues and expenses. The allocation
process 5 based on the manner in which management
currently  views the performance of the segments.
Tramsactions between segments are based on specific
criteria or approximate thind-party rates.

The table below presemts the fiem's net revenues, pee-tax
earnings and votal assets by sepment. Management believes
that this imformation provides a reasonable fepresentation
of each segment’s contribution to consoledated pre-tax
earmmnps and total asets,

Year Ended or 5o of Decarrbe

¥ in mifions 2016

Irvistment Banking
§ 3470 & 1474

206 ZNa

Cipaeaing axpanias ua_:' ERAE] & 0
Pro-Lax aarnings $ BBE  § 3314 % 2776
Sagmant sitste $ 1824 & IRRY  f | Add
Institutional Cllent Sarvicas

Fresd Incoma, Cu
Commuoitss O

ney ared

Ecuntas Clir

Total net revenues B

!)ve'a'.-'-g SEPENSES

Fro-tax earnings
Segmont assats

Invirsting B Lending

VT Sl RS
1 daantsn s and loans !
Total nat ravenues 4,080 5,435

Dperatng expenses _aes o
Pro-tax asarnings £ 1,694 JPERET]

Soagmaent assets $198,181 £179, 408

Investment Managemant

BAansoarent and othed faas 5 4798 £ 4800
It R & 421 778
Transacton rewsisas 569 265
Total net revenues ] 5.788 B2
Ciperatng axpanios 4,854 4847
Pro-tax aarnings & 1,134 w5 R
Soqmant ssasts S 44T & E00D 148
Total net ravenues % 30808  f EREND 4 W RIE
Total oparsting expanses 20,704 15,042 2N
Total pre-tax earnings $ 100 i B0/ § 12957
Total assats $860.165  soci et i)
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I the table above:

Revenues and expenses directly associated with each
segment are included in determining pre-tax earnings.

= Net revenucs in the firm's segments inchede allocations of
interest income and interest expense 1o specific securities,
commodities and other positions i relation te the cash
generated by, or funding requirements  of, such
underdying positions, MNet interest is incleded in segment
net revenues as it s consistent with the way in which
Management Assesses segment perormance,

* Owerhead expenses not directly allocable o specific
segments are allocated ratably based on direct segment
EXPEnses.

"

All operating expenses have been allocared 1o the firm's
sepments  except  for  chartable  comtributions  of
5114 million for 2016, S148 million for 2005 and
5137 million for 2014,

Total operating expenses includes net provisions for
litigation and regulatory proceedings of $396 million for
216, 54,01 billien (of which 3337 billion was related to
the settlement agreememt with the RMBS Working
Group) for 2015 and $75 4 million for 2014,

The table below presents the amounts of net interest income
by segment included in net revenues,

Tear Ended Deconbar

£ in erellions 20E 20E 04

H

InestmaniBarking 8 = 3 —
Canaes 1,456 2472

: i
Inatng & Londng - BBD  41E a7
T irsh i1 IESA AGGIPA 281 174 131
Total net Internst income 32507 30004 ia04)

Geographic Information

Due to the highly imtegrated nature of internatsonal
financial markets, the firm manages its basinesses based on
the profitability of the emterprme as 3 whole, The
methodology for allocating  profmtability to geographic
regions s dependent on estimates and  management
judgment becawse a significant portion of the firm's
activities require cross-border coordination in order to
facilitate the needs of the firm's clients.

Geographic resulis are generally allocated as follows:

*

Investment Banking: location of the client and imvestment
banking team.

*

Institutional Client Services: Fixed Income, Currency and
Commodities Client Execurion, and Equities {exchsding
Securities Services): location of the market-making desk;
Securities Services: location of the primary market for the
underlying securty,

Investing & Lending: Investingn  location of the
mvestrment; Lending: location of the client,

Investment Management: location of the sales team.

The table below presents the tatal net revenses, pre-fax
carnings and net earnings of the firm by geographic region
allocated based on the methodology referred to above, as
well as the percentage of total net revenues, pre-tax
earmings and net earnings (excluding Corporate) for each
geographic region. In the table below, Asia includes
Australia and New Lealand.

Wi Bt Dwsconiwdoani
Fa ]} i s

The table below presents the amounts of depreciation and
amoization expense by scgment included in pre-tax
eamings.

aar Ersdnd Dacanbar

§ in plliong 2008 e Hn4
IvestmeriBanking ¥ 126§ i3 ¢ 1%
Insutssnal Chanl Saracid Li] 452 Bh
Irwstng & Londing 218 83 2]
Invastmsant Managameant 168 153 147
Total deprocistion and amortization § 988§ o0 81590

188 Goldman Sachs 2076 Fosm 10-K

ST  B0% 519200 BEW S2006T 58N

B0 3EM S50 TR S057 16
A4 4% 5617 1T BA0S TEW
Total net revenues H0608 100% 1020 100w g Rk e

Pra-tax sarmings

AIrSa £ 6352 8Y% §F 2358 30% § T4l BT
Eurcpe, Midda Eant - T T
vl Alrcs ZERT 28% 1364 A% 138 7%
Bm o iim 1% 2000 36w 2002 6%
Sublols 10418 100% BO36 T00% 12438 100%
Gonperat 1114} 1145 1137
Taotal pra-tax samings §10,304 tarm FED
Mt aarnings
AraRas £ 4007 58% ¥ 1L.507 % 3 4558 2a%
Europas, Mdde East o
dMcs 230 30K 291 9% 2676 90%
e N 11X 168 TR 143 17T%
Subiloiaf TATT W% 4187 100% 8,568 100%
Lonpammle ] (78} i 1104) I
Tatal nat earnings 5 T30 £ £083 § 0477
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Inthe table above:

s Americas  pre-tax  carmings  includes  provisions  of
$3.37 billion recorded during 2015 for the settlement
agregment with the RMVBS Working Group,

* Corporate  pre-tax  earnings  meludes  charnable
contributions that have not been allocated to the firm's
geographic regions,

+ Substantially all of the amounts in Americas were
attributable to the U5,

Note 26,

Credit Concentrations

Credit concentrations may anse from market making, chient
facilitation,  investing, wnderwriting,  lending  and

collaterahized transactions and may be impacted by changes
i economis, industry or political factors, The firm secks to
mitigate credit risk by actively montoring exposures and
obtaining  collateral from counterpartics as  deemed
appropriate.

While the firm's activities expose it to many different
industrics and counterpaies, the firm rowtinely executes a
high wvolume of reansactions with asser  managers,
mvestment funds, commercial banks, brokers and dealers,
clearing houses and exchanges, which sesults m significant
eredit concentrations,

In the ordinary course of business, the firm may also be
subject to a concentration of credit risk to a paricular
counterparty, borrower or iswer, including sovereign
isswers, or o a particular chearing howse or exchange.

The table below presents the credit concentrations in cash
instruments held by the firm. Amounis in the table below
are mcluded in “Financial instruments owned, at fair
value ™

B ol Ducanrbar
F o el 2018 MG
U s government and federal ogency obigatons BSIE6T  $83.044

& of

As of December 2016 and December 2015, the firm did not
have credit exposure to any other counterparty that
exceeded 2% of rotal asseis.

Te reduce crednt exposures, the hiom may enfer nto
agreements with counterparties that permit the firm w
offset recevables and pavables with such counterparties
andfor enable the firm to obtain collateral on an upfrent or
contingent basis, Collateral obtained by the firm related 1o
derivative assets is principally cash and s held by the firm
or a third-party custedian, Collateral obtained by the firm
related to resale apreements and securities borrowed
transactions s pnmarcily U5, government and federal
agency obligations and non-U.S. government and agency
obligations. See Mote 10 for fumher information about
collaeralized agreements and financings.

The rable below presents U5, government and federal
agency obligations and non-U.5, government and agency
obligations that collateralize resale  agreements  ansd
securities  borrowed  transactions.  Becauwse the  firm's
primary credit exposure on such transactions s to the
counterparty to the transaction, the firm would be exposed
to the collateral ssuer only in the event of counterparty
default. In the table below, non-U.5. government and
agency obligations primarily consists of securities issued by
the governments of France, the UK., Japan and Germany.

A3 ol Dacarnbar
§ w1 mraBens I Bl
U5 govamnment snd Tedersl sgency oblgatons $89.721 3107158
Mond) 5 gowammeant and agency obligatcns B0, 234 74,306
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Note 27,
Legal Proceedings

The firm is involved in a number of judicial, regulatory and
arbitration procesdings (including those described below)
COnCerning mallers ansing in connection with the conduct
of the firm's businesses, Many of these proceedings are in
carly stages, and many of these cases seek an indeterminate
amount of damages.

Undder ASC 450, an event 5 “reasonably possible”™ if “the
chance of the future event or events oocurring is more than
remerte but less than likely™ and an event is “remote™ if “the
chance of the future event or events ocourning i slight.”
Thus, references to the upper end of the range of reasonably
possible loss for cases in which the fiem is able to estimate a
range of reasonably possible boss mean the upper end of the
cange of loss for cases for which the firim believes the risk of
Foss is more than shight.

With respect to matters described  below  for which
management has been able o estimate a range of
reasonably possible loss where (1) actual er potential
plaintiffs have claimed an amount of money damages,
(i} the firm i being, or threatened to be, sued by purchasers
in a securities offering and is not being indemnified by a
party that the firm believes will pay the full amount of any
judgment, or (ii} the purchasers are demanding that the
firm repurchase securities, management has estimated the
upper end of the range of reasonably possible loss as being
equal to () i the case of (i), the amount of money damages
claimed, (b} in the case of (i}, the difference between the
mnitial sales price of the secunties that the firm wold in such
offering and the estimated lowest subsequent price of such
securities prior to the action being commenced and (¢} in
the case of (i), the price that purchasers paid for the
securitics  less the estimated walwe, if any, as of
December 2006 of the relevant securities, in cach of cases
(i), (i) amnd (i), taking into account any other factors
believed to be relevant vo the particular manter or maters of
that type. As of the date hepeod, the fiem has estimated the
upper end of the range of reasonably possible aggregate loss
for such maners and for any other mattess deseribed below
where management has been able to estimate a range of
reasonably possible aggregate loss 1o be approximately
SLE bhillion in excess of the aggregate reserves for such
malters,

190 Goldman Sachs 2076 Fosm 10-K
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Management s genesally unable to estimate a range of
reasonably possible loss for matsters other than those
included in the estimate above, including where (1) actual or
potential plamiffs have not claimed an amount of money
damages, except in those instances where management can
otherwise determine an appropriate amount, (U} matters
are m oearly stages, () matters relate o regolstory
investigations or reviews, except in those instances where
management can otherwise determine an appropriate
amount, {iv} there is uncertainty as to the likelihood of a
class being certified or the ultimate size of the class, (v) there
is uncemainty as to the outcome of pending appeals or
mdions, {vi} there are sipnificant factual issuves 1o be
resolved, andlor {vii) there are novel legal ssues presented.
For example, the firm's potential abilities with respect 1o
future mongage-related “put-hack ™ chiims described below
ray ultimaely result inoan merease in the firm's habiliies,
but are not included i management’s estimate of
reasonably possible loss. As another example, the firm's
potential labilities with respect to the investigations and
reviews described below in “Regulatory Investigations and
Reviews and Related Litigation™ abso generally are not
included in management’s estimate of reasonably possible
boss, However, management does not believe, based on
currently available imformation, that the outcomes of such
other matters will have a matenal adverse effect on the
firm's financial condition, though the sutcomes could be
material to the fiom's operating results for any particular
periodd, depending, in part, upon the operating results for
such period, See Note 18 for further information about
martgage-related contingencies.
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Mortgage-Related Matters, Beginning i April 2000, a
number of purported securities law class actions were filed
in the U5, District Court for the Southern District of New
York challenging the adequacy of Group Inc.s public
disclosure of, among other things, the finm's activities in the
CDO macket, the firm's contflict of interest management,
and the SEC investigation that led to G380Co. entering info
a comsent agreement with the SEC, settling all claims made
against GS%¢Co. by the SEC in connection with the
ABACUS 2007-AC1 CDO offering {ABACUS 2007-AC1
transaction ), pursuant to which G3&Ce. pard 5550 million
of disgorgement and ciwvil penaliies. The consolidated
amended complaim filed on July 23, 2011, which names as
defendants Group Ine, and cetan officers and employess
of Group Ing, and #s affilistes, generally alleges violations
of Sections 10{b) and 2(0a} of the Exchange Act and secks
unspecified damages. On June 21, 2012, the district court
dismissed the claims based on Group Ind.'s not disclosing
that it had received a “Wells™ notice from the staff of the
SEC related to the ABACUS 2007-AC] transaction, but
permitted the plaintifis’ other claims to proceed. The
disteict court  granied  class  certification  on
Seprember 24, 2015, but the appellite coun granted
defendants” petition for review on January 26, 2016, On
February 1, 2006, the district conr staved proceedings in
the disrict coun pending the appellaze coun’s decision,

In June 2012, the Board received a demand from a
sharchalder that the Board investigate and take action
relating to the firm's mongage-related activities andd to
stock sales by centain directors and executives of the firm.
On February 15, 2013, this sharcholder filed a putative
sharchalder derivative action in New York Supreme Court,
MNew York County, against Group Inc. and certain current
of former directors and employees, based on these activities
and stock sales. The denvative complaint  includes
allegations of breach of fiduciary diny, unjust ennchment,
abuse of controd, gross msmanagement and corporate
waste, and seeks, among other things, unspecified monetary
damages, disgorgement of profits and certain corporate
governance and disclosure reforms. On May 28, 2013,
Group Inc. informed the sharcholder that the Boaed
completed its investigation and determined 1o refuse the
demand. On June 20, 2003, the sharcholder made a books
and reconds demand requesting matenials relating 1o the
Board's determination, The parties have agreed 1o stay
proveedings n the putative derivative action pending
resolution of the books and records demand.
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In addiion, the Board has received books and records
depmands from several shareholders for materials relsting
1o, among other subjects, the firm's mongage servicing ansd
foreclosure activities, participation i federal programs
provicing  assistanee  fo financial  institutions  ansd
hemeowners, loan sales to Fannie Mae and Freddie Mac,
mortgage-related activities and conflicts management.,

Varnows alleged purchasers of morgape pass-through
certificates and other mongage-related products (including
Massachusetts Murwal Life Insurance Company and the
FDIC {as receiver for Guaranty Bank) have filed complaints
i sgate and federal court aganst firm affilates, generally
alleging that the effering documents for the securities that
they purchased contained untrue gatements of material fac
and material omissions and generally secking rescission
andfor damages. Certain of these complaints allege fraud
and seck punitive damages, Certain of these complaints also
name other firms as defendants.

As of the date hereof, the aggregate amount of morigage-
relaved securitics sold wo plaintiffs in active cases described
in the preceding paragraph where those plaimiffs are
secking rescission of such securities was approximately
5261 million {which does not reflect adjustment for any
subsequent paydowns or distributions or any residual value
of such securities, statutory interest or any  other
adjustments that may be claimed), This amount does not
include the potential claims by these or other purchasers in
the =ame or other mortgage-related offerings that have not
been described above, or claims that have been dismissed.

The firm has entered into agreements with Deutsche Bank
National Trst Company and US. Bank National
Association to toll the relevant statute of limitations with
respect 1o claims for repurchase of residential mortgage
loans based on alleged breaches of representations related
to 5111 Bilien orginal notenal face amount of
securitizations issued by trusis for which they aca as
Trustees,

The fiem has received subpoenas or requests for
information from, and is engaged in disowsions with,
certain regulators and law enforcement age noies with which
it has not entered into settlement agreements as part of
inquiries or investigations relating to mortgage-related
MLATIErS.
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GT Advanced Technologies Securities Litigation,
GSECo. i among the underwriters mamed 2 defendants in
several  putative  securities  <las acnons fiked  in
Ocrober 2014 in the U.S. District Count for the Detrict of
New Hampshire, In addition 1o the underwriters, the
defendants include certain directors and officers of GT
Advanced Technologies Inc, (GTh As to the underwriters,
the complaints generally  allege misstatements  and
omissions in connection with the December 2003 offerings
by GT of approximately S86 million of common stock and
5214 million principal amount of convertible senior notes,
assent claims under the fedesal securities Liws, and seek
compensatory  damages in an unspecified amount and
pesepsmion. O July 20, 2005, the plantifs filed a
conselkdated amended complaing, On Oorober 7, 20003, the
defendants  moved to demuss, GS&Co.  underwrote
3,479,769 shares of commen stock and 575 millien
principal amount of notes for an aggregate offering price of
approximately $105 million. On Cetober &, 2014, GT filed
for Chapter 11 bankmuptcy.

SunEdison Bankruptey Litigation. 5 Bank D'SA is
among the defendants named in an adversary proceeding
filed on Ocrober 20, 2006 in the 1.5, Bankruprey Court for
the Southern Dhstrict of New York ansing from the
bankruptey of SunBEdwson, The complunt alleges that
amounts transferred and Lens gramed by SunEdison 1o s
sevured creditors, meloding G5 Bank USA, prier to filing
for bankruptey were frandulemt and preferential transiers,
Plaintiffs seck to recoup these transfers, avord those liens
and disallow certain claims of the secured creditors, G5
Bank USA received pre-filing payments from SunBdison
appregating 5169 million that are subjeat to the recoupment
claims and holds §75 million of secured debr subject to the
avordance and disallowance claims. Defendants moved 1o
dismiss on Movember 22, 2016,

192 Gokdman Sachs 2076 Fosm 10-K
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Currencies-Related Litigation, G58Co. and Group Inc.
are among the defendants named in a putative class action
filed i the ULS, District Court for the Southern District of
MNew York on September 26, 2006 on behalf of putative
indirect purchasers of foreign exchange nstruments. The
complaint generally alleges that defendants vielated federal
antitrust laws in connection with an alleged conspiracy 1o
manipulate the foreign currency exchanpe markets and
asserts claims under federal and state antitrust laws and
seeks injunctive pelief, as well as treble damages in an
unspecified amoumt. Defendants moved to dismiss on
Jaikiary 23, 2017,

Group Inc, G5&Co. and G5 Canada are among the
defendants pamed in putative class actions related 10
trading in foreign exchange markers, filed beginning in
September 2003 inthe Superior Court of Justice m Ontario,
Canada and the Supenor Count of Quebec, Canada, on
behalf of direct and indirect purchasers of foreign exchange
instruments traded in Canada. The complaints generally
allege a comspiracy to manipulate the foreign currency
exchange markets and assert claims wnder Canada'’s
Competition Act and common law. The Omarwo and
Quebee  complums  seek, among  other  things,
compensatory damages mn the amounts of 1 billion
Canadian dollarss and 100 mullion Canadian  dollars,
respectively, as well 22 restitution and 50 nullion Canadian
dollars in punitive, exemplary and aggravated damages. In
December 2006, the courts preliminarily approved a
settlement of the <lams agamst the Goldman Sachs
defendants. The firm has paid the full amount of the
proposed settlement into trust pending final settbement
approval.

Financial Advisory Services. Group Inc. and cemain of its
affiliates are from time o Time pamies to various civil
lirigation and acbiteation procsedings and other disputes
with chents and third pamies relating o the firm's fimancial
advisory activities, These claims generally seek, among
other things, compensatory damages and, in some cases,
punitive damages, and in certain cases allege that the firm
did not appropriately disclose or deal with conflicts of
interest,

535/573

ooOooood



THE GOLDMAN SACHS GROUP, IMC AND SUBSIDIARIES
Motes to Consolidated Financial Statements

Cobalt International Energy Securities Litigation.
Cobale lmernational Energy, Ine. (Cobalt), certain of its
officers and directors (mcluding emplovess of affiliates of
Group Inc, who served as directors of Cobalt}, affiliates of
sharchelders of Cobalt (incloding Group Inc.) and the
underwriters (including G5&Ca.) for certain offerings of
Cobalt's securitics are defendants in a putative securitics
class action filed on Movember 30, 2014 inthe U5, District
Court for the Southern District of Texas. The consolidated
amended complaint, filed on May 1, 2015, asserts claims
undder the federal securities liws, seeks compensatory and
rescisaory danuges in unspecified amounts and alleges
material misstatements and omissions concerning Cobalt in
connection with a $1L67 balhion February 2002 offenng of
Cobalt common steck, a 51,38 billion December 2012
offermg of Cobalt’s convertible notes, a 5100 bullion
Jannary 2003 offering of Cobalt’s common stock, a
$1.33 billion May 20412 offering of Cobalt’s common stock,
and a 51.30 billion May 20014 offering of Cobalt’s
convertible notes. The consolidated amended complaint
alleges that, among others, Group Inc. and GS&Co. are
liable as controlling persons with respect to all five
offerings. The consolidated amended complaint also seeks
damages from GS&Co. in connection with its acting as an
underwriter of 14,430,000 shares of common stock
representing an aggregate offening price of approximately
5465 millon, S620 million principal amouwnt of conventible
nedes, and approximately S508 million principal amount of
convertible notes in the February 2012, December 2012
and May 2014 offerings, respectively, for an aggregate
offering  price of approximately 5166 billion. On
January 19, 2006, the coun granted, with leave 1o replead,
the underwriter defendans’ motions to dismiss as vo claims
by plaimifis who purchased Cobalt securities afier
April 30, 2013, but denied the motions 1o dismis in all
other respects, On November 3, 2016, plaintifis moved for
class certification.
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Cobaly, cemain of s officers and direcrors (including
emplovees of affiliates of Group Ine. whe served as
directors of Cobalty, cemain sharcholders of Cobalt
(including funds affiliated wath Group Inc.), and affiliates
of thess sharcholders (including Group Inc.) are defendants
in putative shareholder derivative actions filed beginning on
May 6, 2006 in Texas District Court, Harris County, As to
the director and officer defendants {including employess of
affiliates of Group Inc. whoe served as direcrors of Cobalt],
the petitions generally allege that they breached their
ficluciary duties under state law by making marerially false
aind misleading statements concermmng Cobalt. As 1o the
shareholder defendants and thewr affilates  (including
Group Ine. amd sevesal affiliated funds), the orginal
petitien alse alleges that they breached thear Hiduciary duties
by selling Cobalt securities in the conmon sock offermgs
described above on the basis of inside information, The
petitions seck, among other things, unspecified monetary
damages and disgorgement of proceeds from the sale of
Cobalt commen stock. Defendants moved to dismiss the
original petition on July 8, 2016,

Adaptus Health Securities Litigation. G5 Co. is among
the underwriters named as defendams in several putatve
securities dlass actions, Diled beginning in October 2016 in
the U5, District Court for the Eastern District of Texas. In
addition o the wwderwriters, the defendants include
Addeptus Health Inc. {Adeptus), its sponsor, and certain of
directors and officers of Adeptus, As to the underwriters,
the complaints generally  allege  missatements  ansd
omissions in connection with the $124 million June 2014
initial public offering, the 5154 million May 2015
secondary equity offering, the 3411 million July 2015
secondary equity offering, and the 5175 mallion June 2016
secondary equity offering. The complaims assert claims
under the federal securities laws and seek, among other
things, unspecfed  monstary  damager.  GS8Co.
umderwrote 162 million shares of common stock in the
June 2014 imtial public offering representing an aggregate
offering price of approximately 537 mullion, 962378
shares of common stock in the May 2015 offering
representing an aggregate offering price of approximately
561 million, 1.76 million shares of common stock in the
July 20005 offering represemting an aggregate offering price
of approximately $184 million, and all the shares of
common stock in the June 2006 offering representing an
aggregate offering price of approximately $175 mallion,

Goddman Sachs 2006 Form 104 153
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Investmant Management Services, Group Inc. and
certan of 15 affilites are parties to varous civil litgzation
and arbitcation procesdings and other disputes with clienes
relating to losses allegedly sustained as a result of the firm's
mvestment management services, These claims generally
seek, among other things, restitution or other
compensatory  damages and, in some cases, pumitive
damages.

TerraForm  Global and SunEdison  Securities
Litigation. GS&Co. & among the underwriters, plicement
agents and initial purchasers named as defendants in several
putative class actions and individual actions filed beginning
m Cktaber 2008 relating to the 5675 million July 2043
mitial public offernng of the common sock of TerraForm
Global, Inc. (TerraForm Global), the August 20135 public
offering of 5650 million of SunEdison, Inc, {SunBEdison)
convertible  preferred  stock, the June 2015 private
placement of 3335 million of TerraForm Global Class D
units, and the August 2015 Rule 144A offening of
5810 million principal amount of TerraForm Global senior
notes.  SunBdison s TerraForm Global’s controlling
sharchalder and sponsor. Beginning in October 2016, the
pending cases were transferced to the U5, District Court for
the  Sowhern  Dhstrict of New York, and on
January 16, 2017, cenmain plaimifis filed a conselidared
amended complant relating to TerraForm Glohal's miial
public offermng, The defendants also inclwde TerraForm
Global, SunEdison and certain of their directors and
officers, The complaints generally allege misstatements and
omissions. in connection with the offerings, assent claims
under federal securities laws and, in certain actions, state
Laws, and seek compensatory damages in an unspecified
amount, as well a8 rescission or rescissory  damages.
TeeeaForm Global sold 154,800 Class [ unies, representing
an aggregate offering price of approximately $155 million,
te the mdividial plamiffs. GSECo,, as underwriter, sokd
138,820 shares of SunEdison convertible preferred stock in
the offermg, representing an aggeegate offering price of
approximately $139 mallion and sold 2,340,000 shares of
TereaForm Global common steck in the imitial public
offering  representing an  aggregate offering price of
approximately 535 million. GS&Co., as initial purchaser,
sold approximately 549 million poncipal amowst of
TerraForm Global senior notes in the Rule 1444 offering,
On Aprl 21, 2016, SunBEdison filed for Chapter 11
bankruptey.

194 Goldman Sachs 2076 Fosm 10-K

EDINETOOOO

O00OO0000O000000000000dnoOond(eossss)

Valeant Pharmaceuticals International Securities
Litigation. G35Co, and Goklman Sachs Canada Ine, (GS
Canada} are among the underwriters and mitial purchasers
named a8 defendants i 3 putative class action filed on
March 2, 2016 in the Supenor Court of Quebes, Canada,
In addition to the underwriters and initial purchasers, the
defendants include Valcant Pharmaccuticals International,
Inc. {Valeant), certain directors and officers of Valeant and
Valeant’s auditor. As o G3&Co. and G5 Canada, the
complaint generally alleges misstatements and omissions in
connection with the offering materials for the June 2013
public offening of 523 bilhon of common stock, the
June 2013 Rule 1444 offering of $3.2 billion principal
amount  of semior notes, and the MNovember 2013
Rule 144A offering of S5900 milbon prmcpal amount of
semuor netes, The complaint asserts clamns under the
Quebes Securities Act and the Civil Code of Quebec and
secks compensatory damages in an unspecified amount.

GS8eCo. is among the initial purchasers named as
defendants in a putative class action filed on June 24, 2016
in the U.S. District Cournt for the District of New Jersey. In
addition to the initial puechasers for Valeant’s Rule 1444
debr offerings, the defendants include Valeant, certain
directors and officers of Valeant, Valeants auditor and the
underwriters for a common stock offering in which
GSECo. did not particapate, As o GS8Co,, the complaint
generally  alleges  musstatements  and  omssions  in
connection with the June 2013 and November 2013
Rule 144A offerings descnbed above, assers claims under
the federal securities laws, and seeks rescission and
compensatory  damages in an  unspecified  amount.
Defendants moved to dismiss on September 13, 2016,

Gi8eCo. and G5 Canada, as sole underwriters, sold
7,058,824 shares of common stock in the June 2013
offering representing an aggregate  offering  price of
approxamately 52.3 Wllion and, as initial purchasers, sold
approximately $1.3 billion and 5293 million in principal
amount  of senior notes in the June 2003 and
November 2013 Rule 144 A offerings, respectively.
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Interest Rate Swap Antitrust Litigation, Group Inc.,
G3ECo., G351, GS Bank USA and Goldman Sachs Finamcial
Markets, L.P. {GSFM) are among the defendants named in
putative antitrust ¢lass actions relating to the trading of
interest rate swaps, filed beginning in November 2005 and
consolidated m the US, District Court for the Southern
Dstrict of New York, The second consolidated amended
complaint filed on December 9, 2016 penerally alleges a
conspiracy among  the defendants since at  leas
January 1, 2007 to preclude exchange teading of interest
cate swaps. The complaint secks declaratory and injunctive
eelief, as well as rreble damages in an unspecified amount.
Drefendants moved w dismiss on January 20, 2017,

Group Inc., G58Co., GSI, G5 Bank USA and GSFM are
among the defendants named in antitrust actions relating to
the trading of nterest rate swaps filed in the U5, Dastrict
Court for the Southern Distnict of New York beginning im
April 2016 by two operators of swap execution facilities
and certain of their affiliates. These actions have been
consolidated with the class action described above for
pretrial procesdings. The second consolidated amended
complaint filed on December 9, 2006 generally asserts
claims under federal and state amtitrust Laows and sure
common law in connection with an alleged conspiracy
among the defendants 10 prechade trading of interest rate
swaps on the plaintiffs’ respective swap execution [acilities
and secks declaratory andd imunctive relief, as well as ereble
damages in an unspecified amount, Defendants moved to
dismiss on January 240, 2017,

Commodities-Related Litigation. Gl = amoeng the
defendants named in putative class actions relating to
trading im platinum and palladium, filed beginning on
MNovember 25, 2004 and most recemtly amended on
July 27, 2015, in the U5 Districr Court for the Southern
[hstrict of New York, The complaints generally allege that
the defendants violared federal antitrust laws and the
Commodity Exchange Act in connection with an alleged
conspiracy  to mampulate a benchmack for physical
platinum and palladivm prices and seek declaratory and
injunctive relief, as well as treble damages in an unspecified
amount. On September 21, 2013, the defendants moved te
dismiss.
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Employment-Related Matters, On September 15, 2000,
a putative class action was filed i the US, Districr Court
for the Southern District of New York by three female
former emplovees alleging that Group Inc. and GS8Co,
have svstematically discriminated against female emplovees
in respect of compensatisn, promotion, aSSignmenis,
mentorng and performance evaluations, The complaint
alleges a class consisting of all female emplovees emploved
at specified levels in specified areas by Group Inc. and
G Co. since July 2002, and asserts claims under federal
and MNew York Ciry discrimination laws. The complaint
secks class action status, injunctive relel and unspecified
amounts of compensiorny, punitive and other damages, On
Tuby 17, 2012, the distrsct conrt ssued a decison granting in
part Growp Ine.'s and GS380Ce.'s mwotion to strike certain of
plamtiffs’ class allegations on the ground that plamtiffs
lacked standing to pursue certain equitable remedies and
denying Group Inc’s and GS&Co.s motion to strike
plaintiffs’ class allegations in their entirety as premature.,
On March 21, 2013, the U.S. Court of Appeals for the
Second Circuit held that arbivration should be compelled
with one of the named planiifis, whe as a managing
director was a party to an arbitration agreement with the
fiem, On March 10, 2005, the magistrate judge o whom
the distrwct jodge assigned the remaining  plannifs’
May 2014 motion for class centification recommended that
the mation be denied in all respects. On Auguost 3, 20005, the
magistrate  judge  demied  plaimtiffs' metion  for
reconsideration of that recommendation and granted the
plaintiffs' motion to intervene two female individuals, one
of whom was employed by the firm as of Seprember 2010
and the other of whom ceased o be an employee of the fiem
subsequent 1o the mapstirate judge’s  decision. On
June &, 2006, the dstnct coun affirmed the magistrate
judge’s decision on imtervention, On September 28, 2015,
and by a supplemental motien filed July 11, 2016 {after the
second  intervenor <eased to be an emplovee), the
defendants moved to dismiss the claims of the intervenors
for lack of standing and mootness.

LS. Treasury Securities-Related Litigation. G58:Co. is
among the primary dealers named as defendams in several
putative class actions relating o the marker for 1.5
Treasury securities, filed beginning in July 20015 and
consolidaed in the U5 District Coun for the Southern
Drstrict of Mew Yok, The complaimts generally allege that
the defendants violated the federal antitrus laws and the
Commedity Exchange Adt in connection with an alleged
conspiracy to manipulate the when-isseed marker and
auctions for US. Treasury securities, as well as related
futures and options, and seek declaratory and mjunctive
relief, treble damages in an unspecified amount and
restitution.
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ISDAFIX-Related Litigation. Group Inc. iz amoeng the
defendants named i several putative class actions relating
to trading in interest rate derwvatives, filed beginming in
September 2004 and  most  recently  amended  on
February 12, 2015 in the US, District Court for the
Southern Ditrict of Mew York. The plaintiffs assert claims
under the federal antitruse laws and state common law in
connection with an alleped conspiracy to manipulate the
I3DAFIX benchmarks and seek declaratory and injunctive
peliel, a5 well as teeble damages in an unspecified amount.
On December 19, 2016, the court preliminagily approved a
settlement of the claims against Group Ine. The firm has
pard the full amount of the propesed sentlement o an
escrow fund,

Regulatory Investigations and Reviews and Related
Litigation. Group Inc. and certain of #s affiliates are
subject to a number of other investigations and reviews by,
and in some cases have received subpoenas and requests for
decuments and imformation from, varnious governmental
and regulatory bodies and seli-repulatory organizations and
litigation and shareholder requests relating to various
matters relauing o the firm's businesses and operations,
ncluding:

+ The 2008 financial erisis;
* The public offering process;

= The fiom's investment managemen: and  fimancial
advisory services;

= Conflicts of interest;

= Research practioss, including research mdependence and
interactions. between rescarch analvsts and other fiom
personnel, inclueding investment banking personnel, as
well as third parties:

* Tramsactions mvolving government-related financings
and other matters, including these related to 1Malaysia
Development Berhad (1MDR), a sovereign wealth fund in
Malaysia, municipal securitics, including  wall-cross
procedures and condlice of interest disclosure with respect
to state and municipal clicnis, the trading and structuring
of municipal derivative insteuments in connection with
municipal  offerings,  political  conmbution  rules,
municipal advisery services and the possble unpact of
credit default swap fransactions on municipal issuers;
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* The offering, auction, sabes, teading and clearance of
corporate  and povernment Securities, Currencies,
commodities and other financial proshescts and relared
sales and ether communications and activities, nchsding
compliance with the SEC's shont sale rule, algonthme,
high-frequency and quantitative trading, the firm's U5
alternative trading system {dark pooll, fwtures trading,
options  trading, when-issued  trading, tramsaction
reponing, technology systems and controls, securitics
lending  practices, twading and clearance of credit
derivative  instruments  and  interest  rate  swaps,
commodities  activities  and  metals  stocage, private
placement  practices, allocations of and trading in
securities, and trading activities and communications in
connection with the egablishment of benchmark rares,
such as currency rates

+ Compliance with the U3, Foreign Corrupt Practices Act;
* The firms hiring and compensation practices:
* The firm's svstem of risk management and controls; and

+ Insader trading, the potential misuse and dissemination of
material nonpublic information regarding corporate and
governmental developments and the effectiveness of the
firm's insider trading controls and information barriers.

The finm s cooperating with all such governmental and
regulatory investigations and reviews.

Mote 28,
Employee Benefit Plans

The firm spensors various pension plans and certain other
postretirement benefit plans, primarily healthcare and life
insurance. The firm also provides certain benefits to former
of inactive employees prior to retire ment.

Defined Benefit Pension Plans and Postretiremeant
Plans

Emplovees of cemain non-105. subsicdiaries participate in
various defined benefit pensson plans. These plans generally
provide benefits based on years of credited service and a
percentage of the employee's cligible compensation, The
firm maintains a defined benefit pension plan for certain
UK. cmployees. As of April 2008, the UK. defined benefit
plan was closed to new pamicipants and frozen for existing
participants as of March 31, 2016, The non-U%, plans do
not have a material impact on the fiem's consolidated
results of operations.
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Thee farm aleo maintaing a defined benefit pension plan for
substantially  all Us.  emplovees  hred  prior o
Movember 1, 2003, As of November 2004, thes plan was
closed to new participants and freren for existing
panticipants, In addition, the firm maintains anfunded
postretirement benefit plans that provide medical and life
insurance for elizible retirees and their dependents covered
useder these programs, These plans do not have a material
impact on the firm’s consolidared results of operations.

The firm recopnizes the funded status of its defined benefit
pension and  postretirement  plans, mexsured as  the
difference between the fair value of the plan assers and the
benefit obligaion, in the consolidated satemems of
financial condition. As of December 2016, “Other assers™
and “Other Labilities and accorued expenses™ included
572 million (related to overfunded pension plans) and
$502 million, respectively, related to these plans. As of
Drecember 2005, “Other assets™ and “Other Labilities and
accrued expenses” included $329 million (related to
overfunded pension plansy and 3361 million, respectively,
related to these plans.

Defined Contribution Plans

The fiem comtributes 1o employer-sponsored U.S. and non-
U5, defimed comtribution plans. The firm’s contribution to
these plans was 5236 million for 2006, 5231 mullion for
215 and 5223 millvon for 2014,

MNote 29,
Employee Incentive Plans

The cost of emploves services received in exchange for a
share-based award is generally measured based on the
grant-date fair value of the award. Share-based awards cha
do not require future service (e, vested awards, including
awards granted o retirement-cligible emplovess) are
expensed immediately. Share-based awards that require
future service are amortized over the relevant service
period. Expected forfeitures are included in determining
sharc-based employee compensation expense, Sec Note 3
for information about the adoption of ASU Mo, 2016-09,

The firm pays cash dividend equivalents on curstanding
RsUs. Divedend equivalents paid on R5Us are generally
charged to retained earnings. Dividend equivalents paid on
R5Us expected to be forfeited are mcluded in compensation
expense, The firm accounts for the tax benefnt related ro
dividend eguvalents paid on RSUs a5 an mérease 1o
additional paid-in capital,
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The fiem generally issues new shares of commen stock upon
delvery of share-based awards, In cemain cases, primarily
related to conflicted emplovment (as outlined in the
applicable award agreements), the firm may cash settle
share-based compensation awards accounted for as equity
instruments, For these awards, whose terns allow for cash
setthement, additional paid-in capital is adjusted to the
extent of the difference between the valee of the award at
the time of cash sertlement and che grant-date value of the
award.

Stock Incentive Plan

The firm sponsors a stock ncentive plan, The Goldmuan
Sachs Amended and Restated Stock Incentive Plan
(2015) (2015 SIP), which provides for grams of RSUs,
restricted stock, dividend equivalent rnghts, incentive stock
options, nongqualified stock options, stock appreciation
rights, and other share-based awards, each of which may be
subject to performance conditions, On May 21, 2015,
sharcholders approved the 20015 SIP. The 2005 SIP replaced
The Gobdman Sachs Amended and Restated Stock Incentive
Plan (2013) {2013 5IP) previously in effect, and applics to
awards granted on or after the date of approval.

As of December 2016, 730 million shares were available
for grant under the 2005 SIP. If any shares of common
stock underlying awards granted under the 2008 SIP or
2013 SIP are not delivered due 1o forfeiture, termination or
cancellation or are surrendered or withheld, those shares
will again become available to be deliversd under the 2015
SIF. Shares available for grant are also subject 1o
adjustment for certain changes in corporate structure as
permitted under the 2015 1P The 2005 S1P is scheduled to
terminate on the dare of the anniwal meeting of sharehobders
that occurs in 2019,

Restricted Stock Units

The fiem grants RSUs wo emplovess under the 2015 SIP,
which are valued based on the closing prce of the
underlying shares on the date of gram alter taking nto
aceount a hquidity discount for any applicable post-vesting
and delivery transfer restrictions, RSUs generally vest and
underlying shares of commeon stock deliver as outlined in
the applicable award agreements. Emploves award
agreements generally provide that vesting is acoeberated in
certain circumsiances, such as on retirement, deaih,
disability and conflicted emplovment. Delivery of the
underlying shares of common stock is conditioned on the
grantecs satisfving certain vesting and other requirements
outhned in the award agreemenis,
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The table below presents the activity related to R5Us,

Waghted Avetags
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The table below presents the activity related to ouestanding
stock options, all of which were granted in 2006 through
2008,

Units Citsiandng Urits Cutstanding Waighsed  Aggegate Woightad
Frwe  Topas o Tofms O
Caenio Larvica Sarace i N N ty P ke
Required Requed  fsquesd  Raqured Quimindieg Prce i millondl v
Tenandng Outstanding
o . el 01 T, 755 ZTE FI2E TS 1] 2
Decomber 2015 6,645,156 21.062601 $i1sos Susmo  .miw @D Ll tni I 2
Granted__ 4462368 TIATILIN0  138AE 1M Goooo
Forfedtad 1507.094) (387,417} 15398 14960 o Ber 2018 J000.188 12208 a24 181
Dalivarad —  [14.541.074) —  142ss Exorcisabdn,
W asiad L’.‘in’.'ﬂ“ AAHT781 154,44 154,44 [if Lear 2016 7961188 17338 a2 1,61
Outstanding,
Docamber 2016 5523239 22202421 14728 145 97 In the table above:

In the table above:

* The weighted average grant-date fair value of R5Us
granted during 2016, 2015 and 2004 was 513592
S160.19 and 515140, respecrively. The fair value of the
R5Us geanted during 2006, 2015 and 2014 inclisdes a
liguiday  discount of 10.5%, 92% and 13.85%,
respectively, to reflect post-vesting and delivery transfer
restrictions of up to 4 years,

* The aggregate fair value of awards that vested during
2016, 2015 and 2014 was 52,26 billion, 52,410 billion
and $2.39 billion, respectively.

Delivered RSUs include R5Us that were cash settled

R5ls putstanding include restricted stock subject o
future service requirements as of December 2016 and
Drecember 2015 of 39,937 and 6,354 shares, respectively.

In the first quarter of 2017, the firm granted to s
emplovees 8.4 million vear-end RSUs, of which 3.2 million
R5Us require furare seevice a5 a condition of delivery for the
related shares of common stock, These awands are subject
to  addiional conditeons a5 outhned i the award
agreements. Generally, shares underlying these awards, net
of required withholding tax, deliver over a three-vear
period but are subject to post-vesting and delivery transfer
restrictions through Januwary 2022, Thess granis are not
mncluded in the table above.

Stock Options

Steck options generally vest as outlined in the applicable
stock option agreement. In general, options expire on the
tenth anniversary of the gramt date, although they may be
subject 1o earlier termination or cancellsion under certain
circumstances im accordance with the terms of the
applicable stock option agreement and the SIP in effect at
the time of grant.
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= The total mtnnsk value of options exercised <dunng
2016, 2005 and 2004 was S436 million, 5531 million
and 52,03 ballion, respectively.

 Opions owtstanding as of December 2016, conset of
5.13 mallion eptions with an exercise price of 578,78 and
a remaining life of 2,00 years, and 2.83 million options
with an exercise price of $204.16 and a remaining life of

0,92 vears.,
The table below presents the share-based compensation and
the related excess tax benefit.

Ve £ nidind] Dbiervi vl
5w eliong 18 2N G a4

Sharebased compersaton _________ #2490 _$3.908_$7101

Endods nal Lax bonofil plons xphtased TE 134 s

Evass ral lax bondi B¢ olhar sharebesed
e L 147 406 TEE

In the table above, excess net tax benefit for other share-
based awaeds represents the net tax benefit recognized in
additional paid-in capital on sock options exercised, the
delivery of common stock underdving share-based awards
and dividend equvalents paxd on RSUs, Following the
adeption of ASU 2016-0%, sisch anvounts wall be recogrzed
prospectively in income tax expense, See Note 3 for further
information about ths ASLL

As of December 2016, there was $381 million of total
unrecognized compensation cost related to non-vested
share-based compensation arrangements. This cost s
expected to be recopnized over a weighted average period
of 150 vears.
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MNote 30,
Parent Company

Group Inc. — Condensed Statements of
Earnings
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Group Inc. — Condensed Statements of
Financial Condition

Yol Eredied Dacamies At Dmpcerriied
$in o B 26 4 £ in malbons 1 g
Revanuas Assots
Deadands from subssdanas Cash and cash aquimbants
—larkubsiderns 8 53§ w4 15 Miahthedpartybonks 8 41§ 3
_jIL?'IL :.uu}*{lﬂl.'-:- - - _I.-I-!I_'.i.IE_I _."'."3_"-‘ _Wihth subdigary bar.l._ S _3& - I;
Othis tvalnuds 1688 11321 BI6 Loein s B0 arsd riscarvabiss froem subisdar s
Total mon-nitarast evanises 5673 3081 3,581 Bank subsdmnses ERES] 0 404
Interest ncEne 4140 G H15 0 S0EA o ban k subischengs 179,899 1706
inlerest sumonse 4543 4160 G0 Invesiments in subsechenes snd other aflilistas
Nat mterast kass agEy sl [EE Bonk by 2881 riSes
Nal mvenues, nohuding nel migrestboss  BEM 1435 4849 Honbank subsidianes snd othos affilistes v §1.59
— Finarconl instruments ownisd, a1 M wilua 4524 4,410
Operating expenses Otbar assans e
:rﬁf'll:‘\l"liall-\:l’l and banhits 343 A0 f'll Total atsets BIUEE8Z 1000
COther expansas 352 155 282
Toilal Cpearahng Bxpen sas 675 [ (k] Lisbilities and shanelvolders” eguity
Pro-tan gamnings 4858 1 Jan D ECL Fayablas to subsidonas 5 8w i
Provesroniibenalit) far taxes (518} e [FiH, Financml instrumgnts sokd, bul not yat purchased,
Undiauibuied esmings of sibsdianes — 2388 608 BIM  sfwwe TS a3
Kl sarnings TAM 6083 BATT Unsacuded shorl-lerm Boffowngs
Prafeirad stock deadends 11 515 ana With theed paries (ncludas 3,258 s of
Drecamber 2016 and 34,924 &5 of
hi:th:::‘::;pﬂtﬁhhmm $7087 iotes  4moTT Drecembsar 2015, a1 fan velual 27968 23547
With subsicanes 993 [FE]

Supplemental Disclosure:

Dividends from nonbank subsidiaries include cash
dividends of $3.46 billion, $2.29 billion and $2.62 killion
for 2006, 2005 and 2014, respectively.

Unisacined long-term bomowings
Weith theed parties (nciudas $17.5591 as of
Dpcarnbayr 2016 ard 316,194 a3 of
Db 20005, &1 Tan valua )

Vit aubiackarss 8233 54
Othes ltites snd actnied expensas 1.584 1.547
Toial habibisas ) 08788 01005
Commitments, contingencies and guaranteos
Shareholders’ squity
Pralerrad suock 11208 11,200
Commnon Siock a g9
Eharg-batad saands 3914 4,151
Badrionsl pacHn capital 52638 51,340
Fetainasd gamings 89093 o wn
E'.h;h!:l’-l.:!ilﬂ-ﬂ_.:'!!'ﬁhr c‘\?r‘r-p"d:nqs-!:k'-_'-\:.r_..'. o ‘l_'l,?'lﬂ 718

Slock hodd ; raasury, ot Sost mr @:"_‘ﬁnlhl."l
Tolal sharshobders” aourty BEBS3 o e
Toltal Rabilitied snd sharaboldam” aquity $206 BR2 1735 056

Supplemental Disclosures:

Loans to and receivables from nonbank subsidiaries
primuarily includes overnight loans, the proceeds of which
<an be used to satsfy the shon-term obligattons of Group
Ine.

As of December 2016, unsecured long-term borrowings
with subsicliaries by matority date are 53,83 hillion in
2008, 590 gullion i 2012, 5100 million ;o 2020,
5132 millzon in 202 1, and 5108 billien in 202 2-therealter.
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Group Inc. — Condensed Statements of Cash
Flows

Vg Enced Dacambsr

o b EL T
Cash fows from operating activities
i frarmangs § 7.5 60835 9477
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Supplemental Disclosures:

Cash pavments for thicd-party interest, net of capitalized
interest, were 54,72 billion, 53,54 billion and $4.31 billion
for 2006, 20005 and 2014, respectively.

Cash payments for income taxes, net of refunds, were
561 millien, $1.28 billion and 5235 billion for 2006, 2013
and 2014, respectively.

Cash flows related to commen stock epurchased ncludes
common stock repurchased in the prior period for which
settlement occurred during the current period and excludes
common stock repurchased during the current period for
which settlemnent occurred in the following period.

Nowecash  activities  during the  vear  ended
Decembrer 200 6:

= Group In, exchamged S1L04 billion of APEX for
S1.31 billion of Series E and Series F Preferred Stock. See
Mote 19 for further information.

+ Group Inc. exchanged $127 million of senior guaranteed
trust securities for $124 million of Group Ines junios
subordinated debt.

Now-cash  activities  during the  vear  ended
Decemttrer 201 5:

Group Inc. exchanged 5262 million of Trust Preferred
Securities and common beneficial interests held by Group
Inc. for 5296 mallion of Group Inc.’s junior subordinated
debt.

Group  Inc. exchanged 5602 billkon in  finamncial
instruments owned, at fair value, beld by Group Ine. for
$3.20 billion of loans to and $918 million of equity in
certann of its subsidiaries.

*

Now-cash  activities  during  the  year  ended
Decembrer 2004

s Group Inc. exchanged $1.58 billion of Trest Preferred
Securities, common  beneficial  interests  and  senior
guaranteed trust securitics held by Group Inc. for
SLET billion of Group Inc.'s junior subordinated debr,
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THE GOLDMAN SACHS GROLUP, INC. AND SUBSIDIARIES

Item 8. Financial Statements and
Supplementary Data

Management's Report on Internal Control
aover Financial Reporting

Management of The Goldman Sachs Group, Inc., together
with its consolidated subsidiaries (the firm), 15 responsable
for establishing and mamaming adequate internal control
over financial reporting, The ficn's nternal comtrol over
finamcial reponting s a4 process designed under the
supervision of the finm's principal executive and principal
financial officers to provide reasonable assurance regarding
the reliability of financial reporting and the prepasation of
the firm's fnancial statements for external reporting
piarposcs i accordance with US, generally  accepted
accounting prnsiples,

As of December 31, 2016, management conducted an
assessment of the firm's internal control over financial
reporting based on the framewaork established m Intersal
Comtred — Integrated Framework (2013) issued by the
Committee of Sponsoring Crianizations of the Treadway
Commission  (CO%0),  Based on  this  assessment,
management has determined that the firm's internal control
over financial reporting as of December 31, 2016 was
eifective,

108 Gokdman Sachs 2076 Fosm 10-K
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Qur nternal conteol over Tinancial ceporting ncludes
pobicies and procedures that pertain to the maiytenance of
records that, in reasonable detail, accwrarely and fairly
reflect transactions and dispositions of assets; provide
reasonable assurance that fransactions are recorded as
necessary to permit preparation of financial statements in
accordance with U5, generally  accepted  accounting
pranciples, and that seceipts and expenditures are being
made onby  in accordance  with  authorizations  of
management and the directors of the finmg and provide
reasonable asurance regarding  prevention or  timgly
detection of unanthorized acquisition, wse or disposition of
the firm's assets that coubd have a matenial effect on our
financial statements.

The firm's internal control ever financial reporting as of
December 31, 2016 has  been  audied by
PrcewaterhouseCoopers LLP, an independent registered
public accounting firm, as stated in their report appearing
on page 109, which expresses an unqualified opinion on the
effectiveness of the fiem's internal control over financial
reporting as of December 31, 2016,
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Report of Independent Registered Public Accounting Firm
To the Board of Directors and the Shareholders of The Goldman Sachs Group, Inc.:

In our opinion, the accompanying consolidated statements of financial condition and the related consolidated statements of
earnings, statements of comprehensive income, statements of changes in shareholders equity and statements of cash flows
present fairly, in all material respects, the financial position of The Goldman Sachs Group, Inc. and its subsidiaries (the
Company) at December 31, 2016 and 2015, and the results of its operations and its cash flows for each of the three yearsin the
period ended December 31, 2016, in conformity with accounting principles generally accepted in the United States of America.
Also in our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of
December 31, 2016, based on criteria established in /nternal Control — Integrated Framework (2013) issued by the Committee
of Sponsoring Organizations of the Treadway Commission (COSO). The Company’s management is responsible for these
financial statements, for maintaining effective internal control over financial reporting and for its assessment of the
effectiveness of internal control over financial reporting, included in the accompanying Management’s Report on Internal
Control over Financial Reporting. Our responsibility isto express opinions on these financial statements and on the Company’s
internal control over financial reporting based on our integrated audits. We conducted our audits in accordance with the
standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and
perform the audits to obtain reasonabl e assurance about whether the financial statements are free of material misstatement and
whether effective internal control over financial reporting was maintained in all material respects. Our audits of the financial
statements included examining, on atest basis, evidence supporting the amounts and disclosuresin the financial statements,
assessing the accounting principles used and significant estimates made by management, and evaluating the overall financial
statement presentation. Our audit of internal control over financia reporting included obtaining an understanding of internal
control over financia reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and
operating effectiveness of internal control based on the assessed risk. Our audits also included performing such other
procedures as we considered necessary in the circumstances. We believe that our audits provide areasonable basis for our

opinions.

A company’s internal control over financia reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statementsfor external purposes in accordance with generally
accepted accounting principles. A company’s internal control over financial reporting includes those policies and procedures
that (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the company; (ii) provide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorizations of management and directors of the
company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or

disposition of the company’s assets that could have a material effect on the financial statements.

Because of itsinherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate

because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

/sl PRICEWATERHOUSECOOPERS LLP
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New York, New Y ork
February 24, 2017
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