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82,243 86,893
(11,853) (11,203)
70,390 75,690
(4,038) (4,095)
66,352 71,595
181.00 182.47
170.61 172.60

2017 12

11.31
2017 12 388.9 2016 12 414.8
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2017 12 2016 12

1,243.0
2017 12 120

USA GS USA
2017 12 2016 12
34.0 24.3
discount window
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GCLA
2017 12

( )

2019 8,354 6,927 3,806 11,418 30,505

2020 5,264 8,071 6,039 3,746 23,120

2021 2,772 3,651 7,757 7,601 21,781

2022 5,998 5,991 4,869 5,744 22,602

2023 119,679

217,687
2017 12
16
GCLA
GS USA
GSIB 2017 12 2016 12
1,386.0 1,241.0
14
2017 12 2016 12
469.2 392.7

15
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VaR

CCAR DFAST
2018
26 10-K 2017
Part | Item1 Business- Available Information

FRB CCAR FRB
FRB

FRB FRB

FRB
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DFAST

FRB
2017 CCAR FRB
2017 12 87.0
2018 0.05
2018
2017 DFAST
2017 10 DFAST FRB
2018 2018 CCAR FRB
GS USA FRB
GS USA
2017 2017 DFAST FRB 2017 DFAST
GSl GSIB

PRA
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55
RWA

2017 12

RWA

RWA

CCAR

19

GSICL
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2017
RWA
60
10b5-1
FRB
47.6
FRB
RCAP
GS USA
GS Co. GSI GSIB
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GSIB GS Co.

FRB

SIB

2017 12

GSI

20

2017 12

2016 12
20
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GS USA
G_

CET1 Tierl

)
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2017 12
CET1 7.000%
Tierl 8.500%

10.500%
Tierl 4_.000%
2017 12 2.5 50
G-SIB 2.5 2015 50
Tierl Tierl
2019 FRB
G-SIB 2019 G-SIB 2017 12
2017 12 2.5 G-SIB
2018 5.0
20
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2017 2016
( ) 12 12
70,390 75,690
( ) (3,334) (3,015)
- (765)
(63) (799)
Tierl 66,993 71,111
11,853 11,203
(590) (445)
(29) (61)
Tierl 78,227 81,808
Tier2
Tierl 78,227 81,808
13,360 14,566
1,078 722
(28) (6)
Tier2 14,410 15,282
92,637 97,090
Tier2
Tierl 78,227 81,808
Tier2 14,410 15,282
(1,078) (722)
Tier2 13,332 14,560
91,559 96,368
RWA
RWA 476,594 422,544
RWA 87,381 85,263
RWA 563,975 507,807
RWA 421,763 361,223
RWA 86,854 84,475
RWA 117,475 115,088
RWA 626,092 560,786
CET1
11.9% 14.0%
10.7% 12.7%
Tierl
13.9% 16.1%
12.5% 14.6%
16.4% 19.1%
14.6% 17.2%
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429
10.8

CET1

2017 12

36.7

2016 12

2016 12

20

2017 12
2017 12
2017 12
16
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2017 12 2016 12
2016 12 373
2016 12 704
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Tierl
2018 G-SIB BHC 5.0
3.0 2.0
2017 12 2016 12
( ) 2017 12 2016 12
Tierl 78,227 81,808
937,424 883,515
Tierl (4,572) (4,897)
932,852 878,618
408,164 391,555
1,341,016 1,270,173
5.8% 6.4%
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GS USA
GS USA
USA BHC
GS USA GS USA
20
FRB 2018 GS USA
6.0
Tierl
GS USA
2017 12 2016 12
( ) 2017 12 2016 12
Tierl 25,341 24,479
168,854 169,721
Tierl (14) (20)
168,840 169,701
176,892 163,464
345,732 333,165
7.3% 7.3%
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GSI
GSl
PRA GSl EU
CRD EU CRR EU
GSl
2017 12 2016 12
CETL 7.165% 6.549%
Tierl 9.143% 8.530%
11.771% 11.163%
PRA
GSl
2017 12 GSI CET1 11.0 Tierl 13.6
16.0 GSI 2017
0.67 2016
12 GSI CET1 12.9 Tierl 12.9
17.2
2016 11 EU
CRR CRR Tierl
Tierl
2021
GSl 2017 12
2016 12 GSl 4.1 38
2017 12 GSl 2017
0.20

GSl
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20

2017 12 2016 12
822.4
868.9 938.8 927.7

GS Co. GS USA
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GS

2019

CLSA

RLAP
RCAP

USA

FRB FDIC
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2010
20
FRB FDIC
FRB
2017
FRB FDIC 2017
FRB FDIC
IHC
CLSA
RCAP
RLEN
RLAP  RLEN
FDIC GS USA

2018
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VIE
12

18

18

18
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VIE
18
24
) 2017 12 2016 12

30,075 27,394

9,892 8,405

217,687 189,086

54,489 54,552

VIE 19 584
1,964 1,941
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2017 12
2019 2021
( ) 2018 2020 2022 2023
- 15,630 8,610 5,835
- 4,994 3,019 1,879
- 53,625 44,383 119,679
6,497 11,562 8,515 27,915
VIE - - - 19
299 544 350 771
15
2017 12 2057
56.1
16
2017 12
2017 12
16.9
2017 12
2069

18
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GSIB
1,149.8

IHC

2017 12

GSI 371.9
GS
38.6
505.9

GS Co.

USA

2017 12

190/581

EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

oOoOooodn
IHC
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IHC
296.0
GSJCL 26.9
275.6
2017 12
133.8
GS Co. GSI GSJCL GS USA
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GCLA
GCLA
2017 12 2016 12
GCLA
GCLA
GCLA
2017 12 2016 12
( )

155,020 155,123

63,528 55,980

218,548 211,103

GCLA
2017 12 2016 12
( )

93,617 92,336
75,108 68,708
11,813 13,645
38,010 36,414
218,548 211,103

GCLA

GCLA
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IHC
GCLA
2017 12 2016 12
( )

IHC 37,507 43,638

98,160 86,519

82,881 80,946

218,548 211,103

GCLA
2017
GCLA IHC IHC
IHC
IHC

IHC GCLA
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GCLA
GCLA
2017 2016 1,584.1 1,423.3
GCLA
BHC LCR LCR
HQLA
HQLA HQLA LCR 100
LCR
( ) 2017 12
HQLA 219,108
HQLA 162,829
123,518
LCR 132%
LCR
NSFR

NSFR
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GS USA
GS USA LCR

2017 12 GS USA LCR
NSFR GS USA
GSI
LCR 2015 10
GSl 80 2017
90 2018 100 GSl

2017 12 LCR
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DBRS
R&l
S&P
2017 12

DBRS R&I S&P
R-1( ) F1 P-2 a-1 A-2
AC ) A A3 A BBB+
A A- Baa2 A- BBB-

A BBB- Baa3 BB

BBB( ) BB+ Bal BB

DBRS S&P
APEX
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S&P GS USA GSIB GS Co. GSI
2017 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
S Co.
F1 A-1
A+ A+
Gsl
F1 P-1 A-1
A Al At
GCLA
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2017 12
2017

2016 12
2016

2015 12
2015

177.4

352.0

92.7

185.7

116.6

282.7

184.1

369.9
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190.0
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VaR
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VaR

VaR

VaR

VaR

VaR

VaR

VaR
VaR VaR
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VaR
VaR
VaR VaR
VaR VaR VaR
VaR
2017 12 2016 12 2015 12
( )
40 45 47
24 25 26
12 21 30
13 17 20
35) (45) 47)
54 63 76
VaR 2016 63 2017 54

VaR 2015 76 2016 63
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VaR
( ) 2017 12 2016 12 2015 12
48 45 43
31 34 24
7 23 31
9 19 17
(30) (39) (48)
65 82 67
VaR 2016 12 82
2017 12 65
VaR 2015 12 67
2016 12 82
2017 2016 VaR 2015
VaR
2015 VaR
VaR
2017 12
( )
57 29
38 17
28 6
27 7
2017 12 VaR 86 37
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VaR VaR
VaR
2017 12 2016 12 2015 12
2,096 2,085 2,157
1,606 1,702 1,479
3,702 3,787 3,636
10
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VaR
0.01 2017 12 2016 12
0.01
2017 12 2016 12 35
25
2017 12 2016 12 659.3 496.7
2017 12 2016 12
1.00 12
527 405

2017 12 2016 12

18

13

213/581



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

VaR

VaR

VaR
10

VaR

VaR

VaR

214/581



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

215/581



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

FICO

216/581



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

217/581



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn
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2016 12 2017

2017
0.5
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( ) 2017 12 2016 12
- 138
15,609 11,836
76,000 95,092
91,609 107,066
58,300 80,381
EMEA 20,625 16,099
12,684 10,586
91,609 107,066

(

65,972 83,899
7,939 8,784
16,422 13,344
1,060 971
216 68
91,609 107,066

2017 12 2016 12 184.4 146.5
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CVA CVA

( ) 2017 12 2016 12
11,288 13,294
10,997 14,116
823 773
7,668 7,019
2,696 2,959
4,344 3,707
293 85
2,074 4,188
2,225 2,529
( ) 2,628 2,455
45,036 51,125
15,101 19,629
EMEA 26,447 26,536
3,488 4,960
45,036 51,125
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(

2017 12
16,232 4,854 21,086
23,817 5,465 29,282
62,103 4,441 66,544
102,152 14,760 116,912
(65,039) (6,837) (71,876)
37,113 7,923 45,036
22,366 7,248 29,614

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
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( ) AAA AA A BBB
2017 12
663 3,028 7,806 4,735 16,232
1,231 4,770 11,975 5,841 23,817
3,263 16,990 21,857 19,993 62,103
5,157 24,788 41,638 30,569 102,152
(2,678) (11,131) (32,143)  (19,087) (65,039)
2,479 13,657 9,495 11,482 37,113
2,245 8,140 5,077 6,904 22,366
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 45,091 37,920 141,592
(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
( ) BB
2017 12
4,603 251 4,854
5,458 7 5,465
4,401 40 4,441
14,462 298 14,760
(6.814) (23) (6.837)
7,648 275 7,923
7,044 204 7,248
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
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( 2017 12 2016 12
5,823 3,854
14,255 13,630
44,558 30,007
1,020 902
804 709
27,196 25,694
23,540 13,034
37,282 33,232
25,686 20,847
17,848 12,301
198,012 154,210
143,668 115,145
EMEA 48,239 35,044
6,105 4,021
198,012 154,210

)

AAA 3,193 3,135
AA 8,799 8,375
A 33,055 29,227
BBB 63,225 43,151
BB 89,243 69,745
497 577
198,012 154,210
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2017 12 2016 12
248.6 2251 2017 12 2016 12
90 92 EMEA
2017 12
2016 12 191 208
2017 12 2016 12
102.4 53.8 2017 12
2016 12
74 79 EMEA 26
21
2017 12 2016 12 290.7
286.4
2017 12
2016 12

EMEA
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2016 12

42

2017 12

41

343.2
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2017
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2069

1.6

1.6

219,000
308,000

2018 26

2007

2.9

2021

2019
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ooooooo
10-K 2017
(©
200 2.1
161
30
1.2
1.1
1.9
2023

2023

231/581



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

232/581



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

OooooOodd
(2017 12 31 )
4,000,000,000 884,592,863 3,115,407,137
150,000,000 446,282 149,553,718
@
2005 25 30,000 2005 10 31 32,000
26,000 2018 12 2005 10 31
8,000 2006 24 34,000 2006
24 20,000 2012 17,500
4,972 4,861 2016 23 19
2012 5,000 1,746
1,639 2016 23 19 2013
25 40,000 2014 28 28,000
52,000 2015 23 80,000 2016 2 23
27,000 2016 27 26,000
2017 11 60,000
2018 31 2018 12 26,000
420,282
2017 12 31

233/581



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

OOooOoOoOoo
(2017 12 31 )
0.01 884,592,863
0.01 219,000
0.01 227,282
885,039,145
2005 25 30,000 2005 10 31 32,000
26,000 2018 12 2005 10 31
8,000 2006 24 34,000 2006 24
20,000 2013 25 40,000 2014
28 28,000 23 27,000
2018 31 2018 12 26,000
193,000
1,000 GS PrA
1,000 GS PrB
1,000 GS PrC 1,000
GS PrD 1,000
GS PrJ 1,000
6S Prk 1,000
GS PrN
2012 17,500 4,972 4,861 2016
23 19 2012
5,000 1,746 1,639 2016 23 19
2014 28 52,000 2015 23
80,000 2016 27 26,000
2017 11 p 60,000
2017 12 31 446,282 2018 2
10-K 2017
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( )
LIBOR 0.75
50,000 30,000 29,999 750
3.75
50,000 32,000 32,000 6.20 800
LIBOR 0.75
25,000 8,000 8,000 4.00 200
LIB0R 0.67
60,000 54,000 53,999 4.00 1,350
LIBOR 0.77
17,500 7,667 7,667 4.00 767
LIBOR 0.77
5,000 1,615 1,615 4.00 161
2023 10
46,000 40,000 40,000 5.50 1,000
' . . LIBOR 3.64 .
2024 10
6.375
32,200 28,000 28,000 A 700
2019 10
52,000 52,000 52,000 5.70 1,300
- . . LIBOR 3.884 .
2020 10
5.375
80,000 80,000 80,000 . 2,000
31,050 27,000 27,000 6.30 675
2026 1110
26,000 26,000 26,000 5-30 650
' . . LIBOR 3.834
2022 1110
66,000 60,000 60,000 5.00 1,500
' . . LIBOR 2.874 .
540,750 446,282 446,280 11,853
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1998 21

0.01 0.01
2013 12 31 - | 837,219,068 . - 49,006 | (52,010 )
2014 12 31 15,565,606 | 852,784,764 1,02 (1,116 ) 50,088 | (53,127 )
2015 12 31 11,101,967 | 863,976,731 1,201 (.30 ) 51,349 | (54,497 )
2016 12 31 9,631,360 | 873,608,100 1,208 (1,378 )|  52,647| (55.874 )
2017 12 31 10,984,763 | 884,592,863 79| (@63 )| 53.366| (56,637 )

0.01 0.01
2013 12 31 - 220,500 - - 7,200 | (7,641 )
2014 12 31 80,000 300,500 2,000 | 2,123 ) 9,200 (9,764 )
2015 12 31 80,000 380,500 2,000 | (2,123 ) 11,200 | (11,887 )
2016 12 31 39,782 420,282 3 G ) 11,203 | (11,890 )
2017 12 31 26,000 446,282 650 | (690 ) 11,853 | (12,580 )
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(

( oTC ) 376,872,523
10041 55
DTC ) 99,43
2018
10282 200
18,670,277
77842-3170 30170 4.92
2018
02110
100
Y DTC
®)
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2018
2018 2018 23
13 (d) 13 (@ 2018
10022 52nd 55 23,738,901 (a) 6.26
02111 23,273,800 (b) 6.14
19355 100 23,701,843 (c) 6.25
@ 2013
136 2014 2015
2016 10
2017 24
2018 25
401(k) GS
() 2018 14
136
401(k) GS
401(k)

GS
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GS

GS

FRB

13G 2017
2018
USA
BHC

13

401(K)

26

GS USA

FRB

2016

401(K)

239/581

BHC

EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

10
2018

401(K)
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2013 2014 2015 2016 2017
177.44 198.06 218.77 245.57 262.14
(18,831.71 ) (21,020.11 ) (23,218.06 ) (26,062.34 ) (27,820.92 )
129.62 151.65 167.49 138.20 209.62
(13,756.57 ) (16,094.61 ) (17,775.71 ) (14,667.17 ) (22,246.97 )
2017 10 11 12
230.64 235.83 237.60 247.08 250.79 262.14

(24,477.82 ) | (25,028.64 ) | (25,216.49 ) | (26,222.60 ) | (26.616.34 ) | (27,820.92 )
218.00 215.75 214.64 235.19 233.55 244.01

(23,136.34 ) | (22,897.55 ) | (22,779.74 )| (24,960.71 ) | (24,786.66 ) | (25,896.78 )

1999
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16

20

2018

55

2018 23
2018 2018 26
10-K 2017
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C 63
2003
30
2006
2004 2006
FICC 2002 2004
FICC 1997 2002

1994 1997
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0 64
2012 10
Ltd.
20
2006
2004 2006
2002 2006
2002 2004
1997 2002
1980 1981

NAACP
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60
2011 10
2018
LLC
MMC
2011 10 2014
MMC
LLC
2006 2011 10
MMC
2006 2006
2004 2006
1999 2004
LLP
1981 1999

*2018
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2014 12

2011 2012

2001

1997 1999

1994 1999

1987 1991
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w 75
2002 12
ESG
2014
2004 2014
1996 2002
1991 2001

1989 1991
1978
1989
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A 74
1999
1999
1991
1990 1991
F

*2018

1998
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62
2016 12

2009 2015
2008 10 2008 12

2006 2008
1988 2006
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N 67
2008
S.A.
S.A.
18
S.A.
2008
2006 11 2008
N.V.
1976 2006 11

LNM
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2014

20

2014

ADP
1992 1996

LLP
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ADP

2004 2014
2002 2004
1998 2002
1997 1998
1996 1997
MIS
1988 1992
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2002 12

62

2013

1999
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0 71
2014 12
*
J.C.
J.C. Co.
2006 2008
1994 1999
1987 1994
J 1978 1987
1974 1978
*2018 5 2

2018 26

10-K 2017 2018
*

R 54 2017

2014 2012 2014
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12

2015

*2018

2015

20

59

58

47
2016

69

1999

62

52

57

2017 12

56

2017

2018

2007

1992

2011

2017

2018

2000

2017
2002

2017
2006
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2006
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2018 23

2018

@)

© 2,329,798

© 347,131

© 308,423

R © 130,409
© 339,584

© 275,027

17,741
8,707

76,005
44,305
2,501

42,371
18,799
13,746
© 1,051,667
98,809

@1 )@@ 6,492,626
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1934 (
13d- 60
RSU RSU
60
RSU
RSU

RSU
©) 16,156 0
©) 56,445 64,000
© 14,733 0
© 53,580 0
©) 115,844 0
©) 53,580 0
17,741 0
7,690 0
46,375 0
44,305 0
2,501 0
27,371 0
16,799 0
11,746 0
©) 13,049 0
8,809 0
C 586,184 133,912
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(b)

©

327,543

@
194,467

© ©)

2018

1.52

18,416

RSU

30,000

1.71
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2018
RSU
2018
484,281
673 39,614
703,998

161,136



(a) 2017
RSU

718

2016

2016
12
RSU

10

RSU
ASC 718

PSU

2015

2018

2017
2016
2015

2017

2017
2016
2015

2017

2017

2017

2017

2016

RSU

PSU

2016

20
2014
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Ogoooood
2017
@ )
2,000,000 4,400,000 15,240,145 4,909 350,212 21,995,266
2,000,000 4,000,000 13,867,044 2,524 337,330 20,206,898
2,000,000 6,300,000 13,909,078 377,074 22,586,152
1,850,000 5,745,000 8,547,708 196 233,207 16,376,111
1,850,000 5,745,000 12,101,601 533 161,189 19,858,323
1,850,000 5,445,000 12,645,627 235 164,099 20,104,961
1,850,000 5,745,000 12,739,520 200,282 20,534,802
1,733,333 5,180,000 8,679,168 - 141,329 15,733,830
6,995,000  (c) - 9,258,175 35,477 105,766 16,394,418
1,850,000 3,795,000 8,679,168 994 180,318 14,505,480
2018 20
2016 2017 RSU PSU 2016
PSU
ASC 718 2016 RSU
2016 RSU 2016 RSU 2016 PSU
2017 19
231.41
2016 RSU
2016 RSU 2016 RSU
2016 PSU PSuU
2016 2015 2016
2015 RSU 2015 PSuU
2015 RSU 2015 PSU
21 151.65
2015 RSU 2015 RSU 11
2015 2014 2015 RSU
RSU 2014 PSU ASC 718
2014 RSU 2014 PSU
175.63
RSU 2014 RSU 10



(b)

Fkk

**%

*kk

©

401(K)

10,800

10,800

10,800

10,800

17,221

10,800

1,850,000

118

118

118

118

441

118

2015

81,649

81,649

40,235

81,649

52,223

81,649
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oOoOooodn
2017
* %k
734 30,600 60,333 63,056
734 13,559 78,108 47,187
734 12,352 41,987 50,878
734 12,477 1,303 33,258
1,335 18,794 15,035 0
734 11,335 34,782 40,043
2017
1.2885 2017
5,145,000



101,237

PMD

(b)
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2017
2017 2016 PSU 2016 RSU
2017
2018
@ ® ©
C 2017/1/19 0 69,142 103,713 15,240,145
2017/1/19 42,134 8,547,708
M
M 2017/1/19 0 54,903 82,355 12,101,601
R 2017/1/19 42,782 8,679,168
J 2017/1/19 42,782 9,258,175
J 2017/1/19 42,782 8,679,168
(a) 2016 PSU
(b) 2016 RSU 2016 RSU
(©) ASC 718 RSU
PSU 231.41
2016 RSU
2016 RSU RSU 12
2016 RSU 2016 RSU RSU
2016 PSU PSU 10
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2017 12
2017
2017 12 31
C
M
M
@
2015
2015 PSU
2016
(b)

31

2015

2017

PSU

2008

PSU

PSU
2017

2016

2016

128,000

2019

PSU
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2016
PSU
@ ®)
117,609 29,962,069
2018 12
78.78 31
99,101 25,246,971
2016 2017
PSU
2016 2018 ROE
ROE
2016 PSU
2017 12 29
254.76
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(b) 2016

(c) 2016

2014

PSU

2017

RSU

PSU
RSU

2017

PSU

322,104

232,115

110,760

2016 RSU

2022
2017 12 31

ROE 10.4
39,838
RSU
231.41
2017
ASC 718
PSU
10 264.09

(
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95.4

2016 RSU
)@ ®)
10,924,157 39,838
14,464,651 42,134
36,489
42,782
3,902,444 42,782
42,782
2017 12
2018
PSU 41,755
36,489
2017 19
2016
2018 18 31
PSU
320,696
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2016

293,736

2017

2018

« J@©
10,520,817

9,750,229
9,636,380
9,900,183
9,900,183

9,900,183

RSU

2014

RSU

oOoOooodn

2014
38,244

PSU
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2018 23
11 11 9
3
5
9
3
6 6 5
2017
2017
13 ]
14 iR
7 FEEEMEED
~ o
- At
6 54
8 _
5
*
75
2017 2017
8
2017
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ESG (IR)
2017
2017 150
IR 2017 40
2017 28 20
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95

45

15
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www.gs.com/charters
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*

**2018

269/581



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

ESG

ESG
ESG
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2017

2017

2017 NYSE
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12 31
13a 15(F)

2018

26
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10-K 2017

13a 15(e)

2017
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ooooooo
2018 23
2017 2016
2017 2016
( ) )
54.7 53.2
(5.,805.31 ) 100 (5.646.12 ) 100
) 7.6 8.9
(806.59 ) 100 (94456 ) 100
() 2.1 2.5
(222.87 ) 100 (265.33 ) 100
@
o
2017 2.1
1.4
2018 23
PwC
2017
70.1 2016 67.4
()
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38 59
131
2017 12 31 2016 12 31 2017 12 31 2016
12 31 2015 12 31
2017 12 31
193
2018 26 (SEC)
10-K 2017
134
2018 20 UFJ

106.13
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@

2017 12 2016 12 2015 12
7,371 782,284 6,273 665,753 7,027 745,776
5,803 615,872 5,407 573,845 5,868 622,771
3,051 323,803 3,208 340,465 3,320 352,352
7,660 812,956 9,933 1,054,189 9,523 1,010,676
5,256 557,819 3,200 339,616 5,018 532,560
29,141 3,092,734 28,021 2,973,869 30,756 3,264,134
13,113 1,391,683 9,691 1,028,506 8,452 897,011
10,181 1,080,510 7,104 753,948 5,388 571,828
2,932 311,173 2,587 274,558 3,064 325,182
( 32,073 3,403,907 30,608 3,248,427 33,820 3,589,317
11,853 1,257,959 11,647 1,236,096 12,678 1,345,516
2,540 269,570 2,555 271,162 2,576 273,391
588 62,404 457 48,501 557 59,114
897 95,199 809 85,859 806 85,541
1,152 122,262 998 105,918 991 105,175
733 77,793 788 83,630 772 81,932
965 102,415 882 93,607 963 102,203
2,213 234,866 2,168 230,090 5,699 604,835
9,088 964,509 8,657 918,767 12,364 1,312,191
20,941 2,222,468 20,304 2,154,864 25,042 2,657,707
11,132 1,181,439 10,304 1,093,564 8,778 931,609
6,846 726,566 2,906 308,414 2,695 286,020
4,286 454,873 7,398 785,150 6,083 645,589
601 63,784 311 33,006 515 54,657
3,685 391,089 7,087 752,143 5,568 590,932

9.12 968 16.53 1,754 12.35 1,311
9.01 956 16.29 1,729 12.14 1,288
401.6 427.4 448.9
409.1 435.1 458.6
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@
2017 12 2016 12 2015 12
4,286 454,873 7,398 785,150 6,083 645,589
/C )
( )
22 2,335 (60) (6,368) (114) (12,099)
(807) (85,647) (544) (57,735) — —
130 13,797 (199) (21,120) 139 14,752
©) (955) — _ _ .
/C ) (664) (70,470) (803) (85,222) 25 2,653
3,622 384,403 6,595 699,927 6,108 648,242
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(©))
2017 12 2016 12
110,051 11,679,713 121,711 12,917,188
) (120’;‘;0 116,077 120,822 12,822,839 116,925 12,409,250
( (785;89 82,398 100,848 20,254,698 184,600 19,591,598
24,676 2,618,864 18,044 1,915,010
) (:)35526 3,266 60,112 6,379,687 47,780 5,070,891
65,933 6,997,469 49,672 5,271,689
( 5;’ ,335 51,278 315,088 33,535,806 295,952 31,409,386
28,346 3,008,361 25.481 2,704,299
916,776 97,297,437 860,165 91,289,311
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(©))
2017 12 2016 12
(2§5902 13,782 ( 138,604 14,710,043 124,008 13,170,521
( ) 84,718 8,991,121 71,816 7,621,832
) (§5357 2,647 14,793 1,569,981 7.524 798,522
) (245§45 21,073 24,788 2,630,750 21,523 2,284,236
6,672 708,099 4,386 465,486
171,497 18,200,977 184,060 19,535,243
( ) 111,930 11,879,131 117,143 12,432,387
( (ig’ -904 14,792 46,922 4,979,832 39,265 4,167,194
( (§§ 638 29,410 217,687 23,103,121 189,086 20,067,697
( » (268 621 16,922 1,795,932 14,362 1,524,239
834,533 88,568,987 773,272 82,067,357

279/581



®

11,203

)

884,592,863
374,808,805

509,784,060

11,853

873,608,100
392,632,230 )

480,975,872 )
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2017 12 2016 12
11,853 1,257,959 11,203 1,188,974
9 955 9 955

2,777 294,723 3,914 415,393
53,357 5,662,778 52,638 5,586,471
91,519 9,712,911 89,039 9,449,709
(1,880)  (199,524) (1,216)  (129,054)
(75,392)  (8,001,353) (68,694)  (7,290,494)
82,243 8,728,450 86,803 9,221,954
916,776 97,297,437 860,165 91,289,311
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2017 12 2016 12 2015 12
11,203 1,188,974 11,200 1,188,656 9,200 976,396
1,500 159,195 1,325 140,622 2,000 212,260
(850)  (90,211) (1,322)  (140,304) — —
11,853 1,257,959 11,203 1,188,974 11,200 1,188,656
9 955 9 955 9 955
9 955 9 955 9 955
( ) 3,914 415,393 4,151 440,546 3,766 399,686
35 3,715 _ _ _ _
( ) 3,949 419,107 4,151 440,546 3,766 399,686
1,810 192,095 2,143 227,437 2,308 244,948
(2,704)  (286,976) (2,068)  (219,477) (1,742)  (184,878)
(89) (9,446) (102) (10,825) 72) (7,641)
(189)  (20,059) (210) (22,287) (109)  (11,568)
2,777 204,723 3,914 415,393 4,151 440,546
52,638 5,586,471 51,340 5,448,714 50,049 5,311,700
2,934 311,385 2,282 242,189 2,002 222,024
(2,220)  (235,609) (1,121)  (118,972) (1,198)  (127,144)
N ( 8 849 (10) (1,061) @ (743)
¢ — — 147 15,601 406 43,089
A (318) — — (@) (212)
53,357 5,662,778 52,638 5,586,471 51,340 5,448,714
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( ) 89,039 9,449,709 83,386 8,849,756 78,984 8,382,572
(
)
— — (305)  (32,370) — —
24) (2,547) — — — —
( ) 89,015 9,447,162 83,081 8,817,387 78,984 8,382,572
4,286 454,873 7,398 785,150 6,083 645,589
(1,181)  (125,340) (1,129)  (119,821) (1,166)  (123,748)
(87)  (62,298) (77)  (61,237) (515)  (54,657)
) /( 14) (1,486) 266 28,231 — —
91,519 9,712,911 89,039 9,449,709 83,386 8,849,756
( ) (1,216)  (129,054) (718)  (76,201) (743)  (78,855)
— — 305 32,370 _ _
( )
( ) (1,216)  (129,054) (413)  (43,832) (743)  (78,855)
/C ) (664)  (70,470) (803)  (85,222) 25 2,653
(1,880)  (199,524) (1,216)  (129,054) (718)  (76,201)
( )

(68,694)  (7,290,494) (62,640) (6,647,983) (58,468) (6,205,209)

(6,721)  (713,300) (6,069)  (644,103) (4,195)  (445,215)
34 3,608 22 2,335 32 3,396
[¢5)) (1,167) ®) (743) ) (955)

(75,392)  (8,001,353) (68,694)  (7,290,494) (62,640)  (6,647,983)

82,243 8,728,450 86,893 9,221,954 86,728 9,204,443
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4,286 454,873 7,398 785,150 6,083 645,589
)
1,152 122,262 998 105,918 991 105,175
5,458 579,258 551 58,478 425 45,105
1,769 187,744 2,111 224,040 2,272 241,127
(114) (12,099) 3 318 (34) (3.608)
(30,082)  (3,192,603) (15,813)  (1,678,234) 19,132 2,030,479
) 10,025 1,063,953 78 8,278 (14,825) (1,573,377)
(11,327)  (1,202,135) 15,253 1,618,801 16,078 1,706,358
(5,296)  (562,064) 1,960 208,015 (16,835)  (1,786,699)
6,387 677,852 (5.639)  (598,467) (3.806)  (403,931)
/( (17,742)  (1,882,958) 6,900 732,297 9,481 1,006,219
(3.185)  (338,024) (2.876)  (305,230) (1.833)  (194,536)
574 60,919 381 40,436 228 24,198
/) (2.383)  (252,908) 14,922 1,583,672 (1,808)  (191,883)
(9.853)  (1,045,699) — — — —
2,887 306,397 1,512 160,469 1,019 108,146
(17,156)  (1,820,766) (4,669)  (495,521) (16,180) (1,717,183)
/( (29,116)  (3,090,081) 9,270 983,825 (18,574)  (1,971,259)
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« ) (G01)  (53,171) (1,506)  (159,832) (369)  (39,162)
) ¢ (405) (42,983) (808) (85,753) (867) (92,015)
¢ ) 7,401 785,468 4,186 444,260 10,349 1,098,339

C )
( (4,726)  (501,570) (7,375)  (782,709) (6,502)  (690,057)
APEX
@37)  (25,153) (1,171)  (124,278) o) (106)
58,347 6,192,367 50,763 5,387,477 44,595 4,732,867
( (30,756) (3,264,134)  (36,557) (3,879,794)  (29,520) (3,132,958)
)
- 1,684 178,723 2,115 224,465 @7 (4,988)
« ) 14,506 1,539,522 10,058 1,067,456 14,639 1,553,637
(850)  (90,211) — _ _ _
6.772)  (718,712) (6,078)  (645,058) (4,135)  (438,848)
(2,223)  (235,927) (1,128)  (119,715) (1,208)  (127,781)
(1,769)  (187,744) (1,706)  (181,058) (1,681)  (178,405)
) , 1,495 158,664 1,303 138,287 1,993 211,517
( 7 743 6 637 259 27,488
)

©) (318) — — @ (212)
35,198 3,735,564 12,102 1,284,385 27,507 2,919,318
C Oy () 7 (11,660) (1,237,476) 28,272 3,000,507 18,414 1,954,278
121,711 12,917,188 93,439 9,916,681 75,025 7,962,403
110,051 11,679,713 121,711 12,917,188 93,439 9,916,681
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2016 ASU ASU
ASC 810 2015 FASB ASU No. 2015-02 810
ASU ASU No. 2009-17
810
ASU VIE
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2016 ASU
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ASU
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ASU 2018 ASU
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ASC 350 2017 FASB ASU No. 2017-04
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76,418 17,911
33,956 23,311
3,436 1
11,993 —
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3,194 40
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268,651 72,299
47,337 39,631
315,988 111,930
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57,657 16,627
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3,842 —
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28,659 6,570
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242,280 69,644
53,672 47,499
295,952 117,143

2017 12 2016 12
84.9 79.2
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701 1,854 920
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12,916 13,133 14,541
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2.1 2.7
3.7 4.7
63,589 62,504
261,719 232,027
19,620 21,448
(39, 866) (44,695)
305,062 271,284
6.4 7.9
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398 1,209 1 1,608
50,796 25,622 — 76,418
27,070 6,882 4 33,956
— 2,310 1,126 3,436
— 11,325 668 11,993
752 29,661 3,270 33,683
— 1,401 70 1,471
— 1,812 352 2,164
76,044 10,184 9,904 96,132
— 3,194 — 3,194
155,060 93,600 15,395 264,055
NAV 4,596
268,651
(17,845) (66) — (17,911)
(21,820) (1,491) — (23,311)
— €y — @
@) (7,099) (52) (7.153)
— €y — @
(23,866) — (16) (23,882)
— (40) — (40)
(63,533) (8,698) (68) (72,299)
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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) (€H) (20,502)
— (©) — ©)
) (6,524) (44) (6,570)
— (€)) — o
(25,768) (156) an (25,941)
(61,522) (8,060) (62) (69,644)
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1,126 1,645
4.6 22.0 (13.4 ) 3.7 23.0 (13.0 )
14.3 89.0 (43.8 ) 8.9 99.0 (60.6 )
0.8  6.4(2.1) 0.8  6.2(2.1)
668 845
2.3 15.0 (8.3 ) 0.8 15.6 (8.7 )
12.5 43.0 (21.8 ) 8.9 47.1 (24.2 )
0.7 14.0(6.9) 1.1 16.1(7.3)
3,270 4,640
3.6 24.5 (12.3 ) 2.5 25.0 (10.3 )
0.0 85.3 (62.8 ) 0.0 85.0 (56.5 )
0.5 7.6(3.2) 0.6 15.7(2.9)
9,904 10,263
1.1 30.5 (8.9 ) 0.8 19.7 (6.8 )
3.0 20.3 (14.0 ) 6.5 25.0 (16.0 )
4.3 12.0 (6.1 ) 4.2 12.5 (6.8 )
427 642
4.0 11.7 (8.4 ) 1.9 14.0 (8.8 )
0.0 93.0 (61.4 )

3.5 11.4(5.1)

0.9  12.0(4.3)
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1,635 3,072
(3,315) (2,326)
(2,265) (3,503)
2,405 3,405
(2,663) (1,715)
15,395 18,035
(62) (193)
®) 20
(28) 19

97 91
(20) (49)
32) Q)
(18) (12)

3 69

(68) (62)
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1,645 1,924
35 60
71 (19)

176 331
(319) (320)
(392) (617)
141 510
(231) (224)
1,126 1,645
845 1,765

37 60

% 26

98 298
(246) (791)
(104) (278)
21 73
(79) (308)
668 845
4,640 5,242
145 261
(13) 34
666 1,078
(1,003) (645)
(1,062) (1,823)
1,130 1,023
(1,233) (530)
3,270 4,640
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982 371
624 1,122
(1,702) (412)
(559) (634)
1,113 1,732
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9,904 10,263
642 651
17 35
8 (15)
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(45) (158)
(148) (151)
— 67
(118) (30)
427 642
15.6
11.4
(99) 11.3 532
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9,041 9,022 2.22
19 19 0.43
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9,293 9,276 2.27
( )
2016 12
24 24 0.43
24 24 0.43
31 31 2.11
34 34 3.85
65 65 3.03
89 89 2.32
2017 12 2016 12
2017 12
2016 12
/
NAV ()
)
NAV
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3,478 614
266 985
223 —
629 201
4,596 1,800
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421 166
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1,006 272
6,465 1,831
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554 644 443 382
5,392 2,773 189,471 168,946
274,986 249,750 309,037 289,491
280,932 253,167 498,951 458,819
5,727 5,670 4,837 4,811
16,966 15,600 21,530 18,770
22,693 21,270 26,367 23,581
23 363 36 176

988 847 796 798
94,481 95,127 111,032 106,318
95,492 96,337 111,864 107,292
4,135 3,854 3,219 3,187
197 197 189 197
9,748 12,097 8,945 10,487
14,080 16,148 12,353 13,871
10,552 10,335 8,576 8,064
40,735 45,253 39,516 45,826
51,287 55,588 48,092 53,890
464,484 442,510 697,627 657,453
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2,309 3 4,180 10
2,330 3 8,527 166
15 30 30 40
34 114 55 64
49 144 85 104
2,379 147 8,612 270
466,863 442,657 706,239 657,723
(12,963) (12,963) (9,727) (9.727)
(9,267) (9,267) (171,864) (171,864)

(341,824) (341,824) (385,647) (385,647)

(364,054) (364,054) (567,238) (567,238)

(2,423) (180) (27,560) (2,940)
(53,049) (38,792) (57,769) (40,046)
(55,472) (38,972) (85,329) (42,986)

(419,526) (403,026) (652,567) (610,224)

2,301 2,233 2,547 2,082
650 70 246 144
44,386 37,328 50,879 45,273
47,337 39,631 53,672 47,499
(602) (2,375) (535) (2,085)
(13,947) (8,722) (15,518) (10,224)
32,788 28,534 37,619 35,190
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10,212,510 4,425,532
14,739,556 16,646,145
12,862,328 11,131,442
37,814,394 32,203,119
386,163 378,432
868,226 1,045,913
1,254,389 1,424,345
10,450 13,800
98,549 62,799
7,331,516 5,576,748
7,440,515 5,653,347
239,749 227,707
3,925 3,506
250,547 196,899
494,221 428,112
655,485 605,335
1,127,812 959,112
1,783,297 1,564,447
48,786,816 41,273,370
52,785 55,328
15,188 36,607
67,973 91,935
2,210 1,703
8,347 8,544
10,557 10,247
78,530 102,182
48,865,346 41,375,552
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— 19,053 3,640 22,693
— 95,401 140 95,541
— 13,727 353 14,080
8 50,870 409 51,287
26 461,984 4,853 466,863
— (362,109) (1,051) (363,160)
26 99,875 3,802 103,703
(894)
(55,472)
47,337
(28) (252,421) (721) (253,170)
— (19,135) (2,135) (21,270)
— (96,160) (321) (96,481)
— (15,842) (306) (16,148)
(28) (53,902) (1,658) (55,588)
(56) (437,460) (5,141) (442,657)
— 362,109 1,051 363,160
(56) (75,351) (4,090) (79,497)
894
38,972
(39,631)
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( )
2016 12

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
Q7)  (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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(410) (381)
(10) 95 (71 /79 ) (10) 86 (56 /60 )
(bps) 31 150(84/78) 31 151(84/57)
1,505 2,504
28 84 (61 /60 ) 35 91 (65 /68 )
(bps) 1 633(69/42) 1 993(122/73)
0  97(42/38) 0  100(43/35)
22 73 (68 /73 ) 1 97 (58 /70 )
(181) 3
49 72 (61 /62 ) 25 70 (50 /55 )
) 47 73
9 79 (24 /24 ) 13 68 (33 /33 )
(2.38)  3.34((0.22)/(0.12)) (1.81)  4.33((0.14)/(0.05))
(2.86)  23.61(6.47/2.35) (19.72)  64.92(25.30/16.43)
(1,249) (3,416)
(36) 94 (50 /52 ) (39) 88 (41 /41 )
4 72 (24 /22 ) 5 72 (24 /23 )
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(1,217) 495
(119) @37
(436) 777
301 115
(611) (3,557)
1,891 782
(39) 352
(58) (144)
(288) (1,217)
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(381) (398)
(62) (41)
20 (138)
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a4 ®

30 36
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2,504 2,793
42 —
(188) 196
20 20
@7 (73)
(739) (516)
3 179
(110) (95)
1,505 2,504
3 (34)
(39) 30
(192) (42)
4 14
©) @
62 90
©) 1
Q) 6
(181) 3
73 (262)
® (23)
216 101
102 24
(301) (119)
@n 391
(25) (23)
13 (16)
47 73
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(3,416) (1,604)
(56) 57
(292) 660
171 52
(266) (3,360)
2,565 781
4 _
4 ®)
(1,249) (3,416)
555
436
90 465
740
777
980 (240) /
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3,717 15,445 57,200 76,362
760 4,079 3,338 8,177
12,184 6,219 7,245 25,648
3,175 2,526 181 5,882
4,969 5,607 1,387 11,963
(3,719) (4,594) (2,807) (11,120)
21,086 29,282 66,544 116,912
(16,404)
(55,472)
45,036
4,517 8,471 33,193 46,181
2,078 3,588 1,088 6,754
14,326 7,119 4,802 26,247
3,599 2,167 2,465 8,231
6,453 6,647 3,381 16,481
(3,719) (4,594) (2,807) (11,120)
27,254 23,398 42,122 92,774
(16,404)
(38,972)
37,398
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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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2017 12 323.3
6,110.4 6,433.7 2016 12
435.1 6,904.7
7,339.8
( )
2017 12
0-250 251-500 501-1,000 1,000
/
182,446 8,531 705 4,067 195,749
335,872 10,201 8,747 7,553 362,373
49,440 2,142 817 519 52,918
567,758 20,874 10,269 12,139 611,040
/

492,325 13,424 9,395 10,663 525,807
99,861 14,483 1,777 1,442 117,563
14,317 513 208 155 15,193
896 402 752 3,920 5,970
/ 13,421 111 (544) (3,765) 9,223

338/581



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

OooooOodd
( )
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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( )
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882 676
1,200 864
318 188
9,578 8,726
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29,877 32,927
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358 677

1,856 2,216

)
23



205
28

2017 12
18.1

EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

OooooOodd
/
( )
2017 12 2016 12 2015 12
(2,867) (1,480) (1,613)
2,183 834 898
(684) (646) (715)
/
( )
2017 12 2016 12 2015 12
(805) 135 695
) (85) ®
/ 2017 2016 2015
/ 2017 41
2016
167 139
2015
2016 12
16.9
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2017 12
120,420 — 120,420
78,189 — 78,189
3,522 4 3,526
202,131 4 202,135
(19,934) (2,968) (22,902)
(84,681) @37) (84,718)
(5,357) — (5,357)
(23,956) (389) (24,345)
(12,310) (4,594) (16,904)
(31,204) (7,434) (38,638)
(228) (40) (268)
(177,670) (15,462) (193,132)
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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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10
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2016 12
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0.1 5.7 2.3
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2017 12 2016 12
55 45
— 6
— 1
1 10
(52) Q)
4 55
(14,979) (11,244)
(362) 99
(1,047) Q)
©) ©)
1 _
(8,382) (10,236)
6,859 5,983
(611) (759)
3,062 1,391
(15,462) (14,979)
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3,173) (2,215)
®) (22)
(239) (89)
(661) (993)
232 146
879 —
(2,968) (3,173)
(66) D
@ ®)
30 11
€)) (66)
(557) (549)
17 ®)
(40) ®
® ®)
1 _
(32) (150)
171 273
12 117
66 2
(389) (557)
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(3,896) (4,133)
(332) CH)
(230) (115)
(4,599) (3,837)
3,675 3,492
(131) (370)
919 1,124
(4,594) (3,896)
(7,225) (4,224)
(60) @n
(559) 190
— ©)
(3,071) (5,201)
2,751 2,047
(468) 272)
1,198 265
(7,434) (7,225)
(62) (52)
19 15
22 16
19 (55)
— 14
(40) (62)
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45
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2017 12 2016 12 2015 12
(2,585) (1,028) 346
(1,357) 584 771
222 (55) (684)
(620) (630) 217)
(4,340) (1,129) 216
23
2017 2016 2015 / )
2017 2016 2015
/ )
VIE / )
/ )
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99.4
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751

15.6
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952 478
90
5,266 8,101
90 2,104 2,138
90
2016 12
80
71.9 18
2016 12
361
2017 12 2016 12 16.9

2017 268 2016 281 2015
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30,749 24,837
16,591 13,828
7,987 4,761
6,234 3,865
1,912 208
3,263 2,682
66,736 50,181
(803) (509)
65,933 49,672
2017 12 2016 12 662.9 498.0
2017 12 2016 12

387.5 284.0 275.4 214.0
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25.5
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15.0 14.5

18

79
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78 EMEA
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118,553 93,407
5,951 4,638
124,504 98,045
423
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772 11.0
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PCI
PCI
PCI
PCI
( )
2017 12 2016 12
1,116 1,444
3,327 2,508
10 18
4,453 3,970
9,512 8,515
662 526
( )
2017 12 2016 12 2015 12
1,769 2,514 2,267
1,961 2,818 2,499
4,092 6,389 6,472
PCI
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18
2017 12 2016 12 PCI
63.7 41.8
2017 12
24,192 89,409 113,601
36,179 35,095 71,274
60,371 124,504 184,875
2016 12
18,434 72,323 90,757
27,569 25,722 53,291
46,003 98,045 144,048
2017 12
/ 56,720 119,427 176,147
3,651 5,077 8,728
60,371 124,504 184,875
2016 12
/ 42,938 94,966 137,904
3,065 3,079 6,144
46,003 98,045 144,048
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PCI
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PCI
377 30,372 — 30,749
163 16,428 — 16,591
— 6,871 1,116 7,987
231 2,676 3,327 6,234
— 1,912 — 1,912
74 3,179 10 3,263
845 61,438 4,453 66,736
53 118,500 — 118,553
— 5,951 — 5,951
53 124,451 — 124,504
( )
2016 12
PCI
327 24,510 — 24,837
77 13,751 — 13,828
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— 2,664 18 2,682
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211 97,834 — 98,045
2017 12 2016 12 492

122
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)
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509 212 414 188
(203) — ®) _
574 83 138 44

an 1) (35) (20)
803 274 509 212
119 14 127 39
518 260 370 173
166 — 12 _
803 274 509 212

PCI
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2017 12 2016 12
120,822 116,925
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84,718 71,816
14,793 7,524
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2017 12
209,972 195,783 173,868 19,728
(89,150) (4,935) (89,150) (4,935)
120,822 190,848 84,718 14,793
(5.441) (4,412) (5.441) 4,412)
(113,305) (177,679) (76,793) (9,731)
2,076 8,757 2,484 650
( )

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
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97 — 317 —
80,591 — 47,207 115
73,031 2,245 56,156 1,846
43 — 208 —
338 — 122 _
7,140 1,145 8,297 39
_ — 831 —
55 — 286 —
12,573 16,338 15,028 10,495
173,868 19,728 128,452 12,495
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2017 12
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2017 12

EDINETOOOO

O00DOo0ooOo0ooo00oo0OooOO(Eossss)

(
2017 12
65,280 9,389
59,344 4,967
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21,392 2,302
14,363 2,314
173,868 19,728
2017 12 2016 12
25.4
( )
2016 12
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7,704 6,856 14,560 9,380 3,738 13,118
— 336 336 — — —
— 2.61 — —
¢ )
6,779 3,006 9,785 5,562 2,393 7,955
107 — 107 145 305 450
3.89 — 4.06 2.16
14,590 10,198 24,788 15,087 6,436 21,523
12,454 9,870 22,324 13,858 5,974 19,832
2,136 328 2,464 1,229 462 1,691
2017 12 2016 12
15.5 285 2017
12 2016 12 15.7 285
2017 12 2016 12 166.1 136.5
2017 12 2016 12

57.1 61.8
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4,838 3,287
2017 12 2016 12 104.2 152.9
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481 181 —
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20,232 1,120 16
10,558 711 17
7,916 228 7
2,108 56 1
40,814 2,115 41
( )
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25,140 953 24
3,261 540 6
357 15 —
2,284 56 6
31,042 1,564 36
2012
2017 12 2016 12 21.3 15.8
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2017 12 2016 12
48
VIE
20
( )
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6.0 7.5
9.4 8.1
19 14)
€D) (28)
4.2 5.3
(35) €))
(70) (71)
2017 12 56
4.5 2016 12 56 3.5
2017 12 2016 12
2017 12 2016 12
56
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VIE
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2017 VIE VIE VIE
VIE VIE

VIE
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VIE
VIE VIE
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VIE
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8,425 6,199
214 254
2,115 1,564
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19,609 15,208
VIE
VIE VIE ( )
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2017 12 2016 12
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VIE 55,153 32,714
3,128 1,936
2,059 1,508
1,067 429
11 9
99 163
3,236 2,109
VIE 15,539 11,771
3,289 2,911
2 9
1,617 1,658
3,289 2,911
4,906 4,569
VIE 16,251 11,540
1,660 602
212 245
56 56
105 115
1,779 461
8,303 6,975
817 99
11,060 7,706
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( )
2017 12 2016 12
VIE 11,019 14,058
348 750
55 68
4 6
348 750
407 824

2017 12 2016 12 VIE
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OooooOodd
VIE
VIE
(
2017 12 2016 12
VIE

275 300

2 —

427 603

1,194 2,047

1,273 682

3,171 3,632

1,023 854

— 1

15 7

79 197

225 334

577 803

1,919 2,196

( )VIE WIE
VIE
VIE
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VIE
( )
2017 12 2016 12
275 300
375 603
896 1,708
1,267 680
2,813 3,291
327 284
— 1
15 7
577 803
919 1,095
2 _
52 —
242 253
6 2
302 255
207 139
207 139
56 86
56 86
489 431
79 197
225 334
793 962
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VIE
VIE VIE
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13
( )
2017 12 2016 12
15,094 12,070
4,038 4,095
3,728 5,550
5,486 3,766
28,346 25,481
2017 12 2016 12 82.8 76.8
2017 12 2016 12
59.7 59.6
VIE
2017
24
2017 12 2016 12
800 87 2017 12 2016 12
10
2017 12 2016 12
2016 12
2017 12 2016 12
qualified affordable housing projects 679 682
2017 12 2016 12
219
2017 12
634
( )
2017 12 2016 12
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2017 12

275
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oOoOooodn
98 98
183 183
FICC 269 269
2,403 2,403
105 105
2 2
605 606
3,665 3,666

2017
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2017 2016
2017
2016
24
( )
2017 12 2016 12
FICC 37 65
88 141
140 105
108 118
373 429
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2016

113
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O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

( )
2017 12 2016 12
1,001 1,065
(903) (837)
188 228
584 543
(399) (342)
185 201
1,675 1,608
(1,302) (1,179)
373 429
89
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2018

2019

2020

2021

2022

2017

2016

2015
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( )
2017 12 2016 12 2015 12
150 162 132
( )
2017 12
133
98
39
27
20
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( )
2017 12

50,579 1,623 52,202

13,787 3,330 17,117

— 35,704 35,704

16,019 — 16,019

1 17,561 17,562

80,386 58,218 138,604

2016 12

50,655 3,100 53,755

10,511 1,337 11,848

— 34,905 34,905

16,019 — 16,019

12 7,559 7,571

77,197 46,901 124,098

2017 12 2016 12
229.0 137.8
2017 12 2016 12 2.5
FDIC
FDIC 2017 12 2016 12 750.2 699.1
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( )
2017 12 2016 12

111,002 106,037
27,602 18,061
138,604 124,098

USA GS USA

GSIB
( )
2017 12
2018 13,106 15,037 28,143
2019 7,297 3,179 10,476
2020 5,142 12 5,154
2021 3,574 43 3,617
2022 4,907 86 4,993
2023 5,289 546 5,835
39,315 18,903 58,218
2017 12 250,000 14.3
116.6
2017 12 2016 12
2017 12 2016 12
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2017 12

2016 12
262.8

215.3
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oOoOooodn

( )
2017 12 2016 12
14,896 13,118
46,922 39,265
61,818 52,383
10
2017 12 2016 12
( )
2017 12 2016 12
30,090 23,528
12,973 11,700
3,859 4,037
46,922 39,265
2.28 1.68
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16
(
2017 12 2016 12
9,892 8,405
217,687 189,086
227,579 197,491
10
2057
(
2017 12
101,791 35,116 136,907
2,244 1,859 4,103
29,637 23,938 53,575
14,977 8,125 23,102
148,649 69,038 217,687
(
2016 12
93,885 31,274 125,159
2,228 885 3,113
27,864 19,112 46,976
8,884 4,954 13,838
132,861 56,225 189,086
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2019

2020

2021

2022

2023

4.24

56.1
387

2.60

LIBOR

1.60

2022

2017 12
10.04

0.02

(82)

EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

oOoOooodn
2016 12 1.60 10.04
4.57
2017 12 2016 12 0.31 13.00
13.00 3.05
( )
2017 12
24,915 5,590 30,505
20,215 2,905 23,120
20,547 1,234 21,781
21,044 1,558 22,602
103,761 15,918 119,679
190,482 27,205 217,687
2019 167 2020 192 2021
2023 49.5
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( )
2017 12

— 147 147

86,951 3,852 90,803

18,207 20,284 38,491

85,324 2,922 88,246

190,482 27,205 217,687

( )
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

2017 12 2016 12 2.86
3.67 2.02 2.87 3.90 1.97
2017 12 2016 12
2017 12
2016 12
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2017 12 2016 12 2020
2045 2018 2045
( )
2017 12
14,117 16,235 3.31
1,168 1,539 2.37
15,285 17,774 3.24
( )
2016 12
15,058 17,604 4.29
1,360 1,809 5.70
16,418 19,413 4.41
2017 12 139.6
160.8 2016 12 148.4 173.9

2017 14.5 18.0 17.0

394/581



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

2012

22.5

APEX
APEX

2016 2016 12

14.5
2017
APEX

2034 15 6.345

253 APEX
2022

2016 APEX
13.2 APEX

2004
28.4

27.5
85

2017 12 11.7
11.3 35.1
2017 186
5.7
2016 12
13.6
13.2 40.8
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oOoOooodn
6.345 2034
15
10
17
( )
2017 12 2016 12

6,710 7,181

553 506

4,051 1,794

156 77

VIE 19 584

5,433 4,220

16,922 14,362

2017
24
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( )
2017 12 2016 12

93,115 73,664

45,291 34,878

5,340 3,514

143,746 112,056

41,756 25,348

16,902 8,939

437 373

6,840 8,444

6,310 6,014

215,991 161,174

( )
2017 12
oo BB mp o w

14,593 38,836 38,431 1,255
2,614 12,297 21,833 8,547
1,688 1,730 1,241 681
18,895 52,863 61,505 10,483
41,756 — — —
16,902 — — _
288 109 — 40
2,836 676 493 2,835
6,089 171 50 —
86,766 53,819 62,048 13,358
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2017 12 2016 12
2017 12 2016 12
2017 12
SMFG
950
70 SMFG

550 768

1,245.0

98.4

SMFG

2016 12

11.3
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980.5
68.7
257.0 268.8
95
2017 12 2016 12
SMFG
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oOoOooodn
/
2017 12
2016 12 20.9 21.0
2069
( )
2017 12
2018 299
2019 282
2020 262
2021 205
2022 145
2023 771
1,964
2017 273 2016 244 2015

249
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2017
2015 2016 68
27
2005 2008 100
110
1,250
RMBS
18.0
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)
2017 12
5,406 — 37
2018 1,139,751 37,959 723
2019 2020 205,983 — 1,515
2021 2022 71,599 — 1,209
2023 76,540 — 137
1,493,873 37,959 3,584
)
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
2017 12 2016 12 12.0
76.1 100.7
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APEX

343.3

APEX
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2017 12 2016 12

16
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2017 12 2016 12

2017 12 2016 12

GS

GS&Co. GS USA
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19
2017 12 2016 12 40.0
200 0.01
2017 2.90 2016 2.60 2015
2.55 2018 16
0.75 2018 2018 29
10b
FRB
2017 12 2016 12 2015 12
29.0 36.6 22.1
231.87 165.88 189.41
6,721 6,069 4,195
RSU
2017 2016 2015 12,165
49,374 35,217 8.1
6.1 5.7 RSU 19.4 921 10.3
2017 2016 2015 4.6

5.5 2.0 10.9 11.1 406
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2017 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
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
66,000 60,000 60,000 25
540,750 446,282 446,280
( )
25,000 750
25,000 800
25,000 200
25,000 1,350
100,000 767
100,000 161
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
2022 11 10 25,000 1,500
11,853
0.01
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60,000

2017 11
2016
13.1
APEX
APEX
2017 11
850
2017
2018
650

15

FRB

13.2

APEX
5.95

6.20
25,000

25,000

5.00

9,833
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10.4

266

2018

EDINETOOOO
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16

14

APEX

3,385

oOoOooodn

16

13.2

2016

34,000

26,000
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2017 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
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
2022 11 10 5.00
LIBOR+2.874
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2017 12 2016 12 2015 12

« ) ( ) « ) ( ) « ) ( )
950.51 29 953.12 29 950.52 28
1,550.00 50 1,550.00 50 1,550.00 50
1,013.90 8 1,016.68 8 1,013.90 8
1,013.90 55 1,016.68 55 1,013.90 54
4,055.55 31 4,066.66 50 4,055.55 71
4,055.55 6 4,066.66 13 4,055.55 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 1,593.76 45
1,425.00 74 1,425.00 74 1,425.00 74
1,343.76 107 1,343.76 107 735.33 59
1,575.00 42 1,124.38 30 — —
1,325.00 34 379.10 10 — —
587 577 515

2016 2016

4,861 1,639 866.67
2018 10
2018 28
244.79 387.50 261.11 261.11
343.75 398.44 393.75 2018 12
2018 14
1,000.00 2018
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( )
2017 12
/C )
( )
(647) 22 (625)
(239) (807) (1,046)
(330) 130 (200)
— © C)]
(1,216) (664) (1,880)
( )
2016 12
/C )
( )
(587) (60) (647)
305 (544) (239)
(131) (199) (330)
(413) (803) (1,216)

2016 12
ASU No. 2016-01
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20

FRB

CET1

Tierl

Tierl

(

)

BHC

Tierl
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O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

1956
BHC
FRB
RWA
G-SIB
CET1 Tierl ()
)y )
2017 12 2016 12
2017 12 2016 12

7.000 5.875
8.500 7.375
10.500 9.375
4.000 4.000
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2017 12

2.5 2015

2016 12

2014

Tierl

2014 2018

CET1
2019 RWA 2.5

2019

2.5
12 FRB

)

)

Tierl

CET1 Tierl

0.625
G-SIB
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G-SIB

OooooOodd
2.5 50 ( )G-SIB
50 ()
2.5 25 ( )G-SIB
25 )
2016
2016
G-SIB
CET1 2017



RWA

RWA

RWA
RWA

RWA

RWA

RWA

RWA

RWA

RWA
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RWA VaR VaR
BHC
RWA
VaR
VaR
VaR VaR VaR
10 99 VaR 95 VaR
VaR VaR
VaR
FRB VaR
VaR
VaR VaR
2017 99
VaR 2016 99 VaR
RWA VaR
VaR
RWA
RWA
RWA

RWA
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RWA 2017 12

Tier2

Tier2

Tier2

Tier2

Tier2

2016 12

EDINETOOOO

O00DOo0ooOo0ooo00oo0OooOO(Eossss)

oOoOooodn

( )

2017 12 2016 12
70,390 75,690
(3,269) (2,874)
— (424)
(11) (346)
67,110 72,046
11,853 11,203
(590) (445)
(42) (364)
78,331 82,440
78,331 82,440
13,360 14,566
567 792
1,078 722
(28) ®)
14,977 16,074
93,308 98,514
78,331 82,440
14,977 16,074
(1,078) (722)
13,899 15,352
92,230 97,792
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( )
2017 12 2016 12
RWA
555,611 496,676
617,646 549,650
CET1
12.1 14.5
10.9 13.1
Tierl
14.1 16.6
12.7 15.0
16.8 19.8
14.9 17.8
Tierl 8.4 9.4
2018 CET1 2017 12
CET1
CET1 0.2
2017 12 2016 12
36.7 2017 12 2016 12 298
373 80 257 429 60 2017 12
2016 12 694 10.5
CET1 2014
2018 CET1
2014 2018
CET1 2017 12 2016 12 CET1
80 60
CET1 Tierl
2014 2018
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CET1

Tierl
2017 12
50
Tierl

2022

10

60

2017 12

CET1

Tier2

Tier2
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ooooooo
2016 12 CET1 80 60
Tierl 50 Tier2
2016 12

40

16
Tier2
16



CET1 Tierl Tier2

Tierl

Tierl

CET1

Tier2
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oOoOooodn

)
2017 12

72,046 72,046
(5,300) (5,300)
(426) (426)
(324) (324)
586 586
528 528
67,110 67,110
82,440 82,440
(274) (274)
(145) (145)
(4,510) (4,510)
650 650
170 170
78,331 78,331
16,074 15,352
(1,206) (1,206)
(225) (225)
356 —
(22) (22)
14,977 13,899
93,308 92,230
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Tierl

CET1

Tier2

Tierl
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O00DOo0ooOo0ooo00oo0OooOO(Eossss)

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
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oOoOooodn
2017 2017
60 80 2016 2016 40 60
RWA
( )
2017 12 2016 12

RWA

126,076 124,286

145,104 115,744

77,962 71,319

48,155 41,428

70,933 58,636

RWA 468,230 411,413
RWA

VaR 7,532 9,750

VaR 32,753 22,475

8,441 7,875

2,397 5,338

36,258 39,825

RWA 87,381 85,263

RWA 555,611 496,676
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( )
2017 12 2016 12

RWA

102,986 105,096

163,375 122,792

19,362 14,673

51,626 44,095

75,968 63,431

RWA 413,317 350,087
RWA

VaR 7,532 9,750

VaR 32,753 22,475

8,441 7,875

1,870 4,550

36,258 39,825

RWA 86,854 84,475

RWA 117,475 115,088

RWA 617,646 549,650
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RWA
RWA
RWA
VaR
VaR
RWA
RWA
RWA
80
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Ogoooood
RWA

( )

2017 12
496,676 549,650
(233) (233)
1,790 (2,110)
29,360 40,583
6,643 4,689
6,889 7,693
12,368 12,608
56,817 63,230
(2,218) (2,218)
10,278 10,278
566 566
(2,941) (2,680)
(3.567) (3,567)
2,118 2,379
— 2,387
— 2,387
555,611 617,646

2017 60
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ooooooo
2017 12 RWA 2016 12 568.2
2017 12 RWA 2016 12 21.2
VaR
2017 12 RWA 2016 12 632.3
2017 12 RWA 2016 12 23.8

VaR
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RWA
RWA
RWA
VaR
VaR
RWA
RWA
RWA
60
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OoOoOoOoOodno
RWA

( )

2016 12
524,107 577,651
(531) (531)
(12,555) (8,575)
4,353 8,269
(73) (228)
4,196 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

2016 40



2016 12

RWA

RWA 2015 12

2016 12

2016 12

2016 12
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O00DOo0ooOo0ooo00oo0OooOO(Eossss)

oOoOooodn
RWA 2015 12 87.1
2016 12
187.3
RWA 2015 12 60.1
RWA 2015 12 185.1
RWA 2015 12 155.0
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FDIC
GS USA FRB FDIC
BHC
GS USA
GS USA
GS USA
GS USA
2017 12 2016 12 GS USA
GS USA
2017 12 2016 12
CET1 5.750 5.125 6.5
Tierl 7.250 6.625 8.0
9.250 8.625 10.0
Tierl 4.000 4.000 5.0
2017 12 () 2.5 50
)
2016 12 () 2.5 25
)
GS USA
GS USA
GS USA CET1 Tierl
GS USA
2017 12 2016 12
GS USA GS USA
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ooooOoog
GS USA
C - )
2017 12 2016 12
Tierl 25,343 24,485
Tierl 25,343 24,485
Tier2 2,547 2,382
27,890 26,867
Tierl 25,343 24,485
Tierl 25,343 24,485
Tier2 2,547 2,382
(547) (382)
Tier2 2,000 2,000
27,343 26,485
RWA
229,775 204,232
164,602 131,051
CET1
11.0 12.0
15.4 18.7
Tierl
11.0 12.0
15.4 18.7
12.1 13.2
16.6 20.2
Tierl 15.0 14.4
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2016 12 2017 12 GS
GSIB
FCA
2017 12 2016 12
GS USA
GS
2017 12
2017 12 2016 12
SEC
GS&Co.
GS&Co.
2017 12 2016 12 GS&Co.
155.7 171.7
GS&Co.
10
GS&Co.
2017 12 2016 12
GSJICL
PRA FCA GSJCL
2017
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USA
RWA
PRA
GSIB
FDIC FRB
USA GS USA
2016 12 508.6 742 .4
507.4 740.9
GS&Co.
CFTC
SEC 15¢ - CFTC 1.17
15¢ -
15¢ -
131.5 146.6
15¢ -
500
50 SEC
GS&Co.
GSI
GSI
12 2016 12
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GS USA

FRB FDIC
GS USA

2017 12 2016 12
530.2 464.9
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RSU
RSU

( )

2017 12 2016 12 2015 12
3,685 7,087 5,568
401.6 427.4 448.9
RSU 5.3 4.7 5.3
2.2 3.0 4.4
7.5 7.7 9.7
409.1 435.1 458.6

9.12 16.53 12.35

9.01 16.29 12.14

2017 0.06 2016 2015 0.05
2017 0.1 2016 2.8

2015 6.0 RSU
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2017

2017 12

20

2016 12

16

2016 12
154

300
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( )
2017 12 2016 12 2015 12
2,932 2,777 3,293
( )
2017 12 2016 12
637 554
4,993 6,841
98 104
2017
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( )
2017 12 2016 12 2015 12

819 452 241
1,661 691 17
5,904 5,444 5,862
2,678 1,843 1,101
2,051 1,261 1,141
13,113 9,691 8,452
1,380 878 408
863 442 330
1,388 1,251 1,319
698 446 429
4,599 4,242 3,878
1,253 (155) (976)
10,181 7,104 5,388
2,932 2,587 3,064
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2017 2017 12 22 44.0

44.0
2017 11 2017 12 31 1986
33.2
21
2017 12 22
10.8
) )

) )
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( )
2017 12 2016 12 2015 12
320 1,032 1,116
64 139 12)
1,004 1,184 1,166
1,388 2,355 2,270
5,083 399 397
157 51 62
218 101 (34)
5,458 551 425
6,846 2,906 2,695
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2017 12 2016 12 2015 12
35.0 35.0 35.0
1.5 0.9 0.3
(6.4) — —
(6.3) 6.7) (12.1)
2.1) (2.0) @.n
0.2) 0.3) .7
29.8 — _
9.7 — _
0.5 1.0 10.2
— 0.3 (0.3)
61.5 28.2 30.7
RMBS
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( )
2017 12 2016 12
1,233 2,461
ASC 740 75 231
— 967
428 427
67 100
408 757
1,006 —
C ) 113 394
3,330 5,337
(156) (115)
3,174 5,222
826 1,200
3,114 —
180 —
742 342
4,862 1,542
2017 12 2016 12
428 427
2017 12 2016 12 128 67
2017 12 268
13.3 12.3
2018
2017 12 446
533 27
2027 2037

2020
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312.4

2017 12
81

27
2017 12

2016 12

2017

2016 12
141
17
12
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41 2016 42 2017 2016
2017 12
2016 12
61.8
2017 2016 2015 63
17
( )
2017 12 2016 12 2015 12

852 825 871

94 113 65

101 188 158

(128) (88) (205)

(255) (186) 87

1 — 23

665 852 825

75 231 197

590 621 628
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IRS
2017 12
2011
2011
2014
2014
2011
2011 2012 2013 2013 2018
IRS
IRS
2013 2016
2017 GS USA
2007 2010
2011 2014 GS USA
2017 GS USA
2014
2017 2007 2015

2011 2015
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(

2017 12 2016 12 2015 12
3,188 2,932 3,470
1,243 891 1,546
2,940 2,450 2,011
4,183 3,341 3,557
7,371 6,273 7,027
3,526 3,437 3,713
3,845 2,836 3,314
2,202 1,824 2,564
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( )
2017 12 2016 12 2015 12
FicC 5,299 7,556 7,322
2,046 2,194 3,028
2,920 3,078 3,156
1,637 1,639 1,645
6,603 6,911 7,829
11,902 14,467 15,151
9,692 9,713 13,938
2,210 4,754 1,213
675,255 645,689 663,394
4,578 2,573 3,781
2,003 1,507 1,655
6,581 4,080 5,436
2,796 2,386 2,402
3,785 1,694 3,034
226,016 198,181 179,428
5,144 4,798 4,887
417 421 780
658 569 539
6,219 5,788 6,206
4,800 4,654 4,841
1,419 1,134 1,365
13,303 14,471 16,009
32,073 30,608 33,820
20,941 20,304 25,042
11,132 10,304 8,778
916,776 860,165 861,395
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2017 127 2016
114 2015 148
2017 188
2016 396 2015 40.1 33.7 RMBS
( )
2017 12 2016 12 2015 12
1,322 1,456 2,472
1,325 880 418
285 251 174
2,932 2,587 3,064
( )
2017 12 2016 12 2015 12
124 126 123
514 489 462
314 215 253
200 168 153
1,152 998 991
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FICC

(

2017 12 2016 12 2015 12
19,405 61 18,144 60 19,202 56
EMEA 7,852 24 8,040 26 8,981 27
4,816 15 4,424 14 5,637 17
32,073 100 30,608 100 33,820 100
7,119 63 6,352 61 3,359 37
EMEA 2,583 23 2,883 28 3,364 38
1,557 14 1,183 11 2,203 25
11,259 100 10,418 100 8,926 100

@27 (114) (148)

11,132 10,304 8,778
997 23 4,337 58 1,587 26
EMEA 2,144 49 2,270 30 2,914 47
1,241 28 870 12 1,686 27
4,382 100 7,477 100 6,187 100

(96) (79) (104)

4,286 7,398 6,083
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2017 44.0
RMBS 2015 33.7
26
( )
2017 12 2016 12
76,418 57,657
8.3 6.7
33,956 29,381
3.7 3.4
2017 12 2016 12
761.3 947.2 508.6 742.4

2017 12 2016 12
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( )
2017 12 2016 12
96,905 89,721
92,850 80,234
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2010
CDO
2011 25
10
(b) 20(a) 2018
12
2012
2013 15
2013 28
2013 20
U.S. U.S.
17
2017
2015 2012
2014 2016 12
2015
2017 28
GS&Co. 2016
2017
30

2017 11
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GS&Co. 2014 11 30
2017 15
2012 16.7 2012 12 13.8
2013 10.0
2013 13.3 2014 13.0
GS&Co.
2012 465 16,594,500 2012 12
690 2014 508
16.6 GS&Co.
2016 19 2013 30
2017 15
2017
2017 23
2017 12 14

11

2016 2016 11 29
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2017

411

30

GS&Co.

962,378

11

2014

37
2015

11

124
2016

175
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2017
2016 10
2015
175
1.69 2015
184
2018
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2017 11 21
2015
GS&Co. 2014
61
1.76
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GS&Co. 2015
675
2015 335
2015 810 144A
2015 10
2017 12 20
GS&CO.
GS&Co. 2,340,000
35 GS&Co. 144A
49
GS&Co. 2015 650
2016
2016 21
11 2017
17
GS&Co. 138,890
139
GS&Co.
GS 2016
GS&Co. GS 2013 23
2013 32 144A 2013 11 900
144A
2017 29
2017 11 30
GS&Co. GS 2013 5,334,897
2013
2013 11 144A 14.2
GS&Co. 2017 39.1
2017
GS&Co. 57,040,000 970

2017 12
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GS&Co. GSI  GS USA
GSFM 2015 11
2016
2016 12
2017 20 2017 28
2013 2016
GS&Co. 2017
2018 26
2018 26

GS&Co. GSI  GS USA GSFM
2017

2017 11

GSI 2014 11 25 2017 15
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2010 15

2012 17

2013 21

2014
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21
2015
GS&Co.
2017 25
2017 12 29
GS&Co.
2002 GS&Co.
GS&Co.
GS&Co.
2015 10
2015
2017 30 2015 10
MDB
MBD
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2008
2016 31
2003 11
2004 11
2017 12
346

2016 12

72

2017 257 2016
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606

2015 231
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29
2017
2017
ASU No. 2016-09

RSU

RSU
RSU
2015
2015 SIP 2015
21 2015 SIP 2015 SIP 2013
2013 SIP
2017 12 73.0 2015 SIP 2015 SIP 2013 SIP
2015 SIP
2015 SIP 2015 SIP 2019
2015 SIP RSU RSU RSU

RSU
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RSU
RSU
RSU
C =
2016 12 5,623,239 22,202,431 147.25 145.97
3,764,395 5,235,283 208.24 205.91
(466,715) (260,762) 167.02 164.06
— (17,811,461) — 151.72
(4,797,337) 4,797,337 162.88 162.88
2017 12 4,123,582 14,162,828 182.50 166.30
2017 2016 2015 RSU 206.88
135.92 160.19 2017 2016 2015 RSU
10.7  10.5 9.2
2017 2016 2015 21.4 22.6
24.0
RSU RSU
RSU 2017 12 2016 12
3,298 39,957
RSU 2017 12 RSU 62,023
2016 12 RSU
2017 2018 5.7 RSU
2.9
1.2 RSU

2023
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10
SIP
2017 12 2016 12 2.10 7.96
2017 12 2008 78.78
370 2016 12
123.36 924 1.61 2016 12
78.78 2.00 5.13
204.16 0.92 2.83
2017 5.86 139.35 2017 2016
2015 589 436 531
( )
2017 12 2016 12 2015 12
1,812 2,170 2,304
139 79 134
719 147 406
RSU
2017 ASU No. 2016-09
ASU
2017 12 386

1.82
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30
( )
2017 12 2016 12 2015 12
550 53 32
11,016 5,465 3,181
(384) 155 (132)
11,182 5,673 3,081
4,638 4,140 3,519
5,978 4,543 4,165
(1,340) (403) (646)
( ) 9,842 5,270 2,435
330 343 498
428 332 188
758 675 686
9,084 4,595 1,749
/( ) 3,404 (518) (828)
, / (1,394) 2,285 3,506
4,286 7,398 6,083
601 311 515
3,685 7,087 5,568
2017 2016 2015 525 32
14
2017 2016 2015
79.8 34.6 22.9
2017 2016 2015 10.5 201 187
2017 44.0

24

456/581



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

( )
2017 12 2016 12
38 81
_ 3,000
721 9,131
236,050 179,899
26,599 25.571
67,279 67,203
( 10,248 4,524
5,898 6,273
346,833 205,682
1,005 875
) 254 775
(2,484 3,256 31,871 27,159
)
25,699 999
(185507 17,591 190,502 172,164
11,068 5,233
4,191 1,584
264,590 208,789
11,853 11,203
9 9
2,777 3,914
53,357 52.638
91,519 89,039
(1,880) (1,216)
( (75,392) (68,694)
82,243 86,893
346,833 205,682
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IHC
2017 12 2016 12 570
10.8
2017 12 2019 105.5
121 2021 58 2022 21 2023 323
2017 12 2016 12 2015 12
4,286 7,398 6,083
« ) 1,394 (2,285) (3,506)
56 52 50
4,358 134 86
152 193 178
C ) (114) 3 (3%)
( ) (309) (1,580) (620)
(521) 332 274
C ) (757) 337 1,555
8,545 4,584 4,066
(66) 79) (33)
« ) (14,415) (3,994) (24,417)
(42,234) (28,498) (8,632)
22,039 32,265 24,196
(6,491) — —
/( Y ) 388 (3.265) (1,500)
(40,779) (3,571) (10,386)
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63.1

2017 12

IHC

248

49.1

12.8

GS UK

/(

37.0

840.0

750

2017
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2017 12 2016 12 2015 12
(424) (178) (1,570)
23,078 2,290 (1,114)
43,917 40,708 42,795
(27,028) (33,314) (27,726)
(237) 1,171) @
(850) — —
(6,772) (6,078) (4,135)
(2,223) (1,128) (1,204)
(1,769) (1,706) (1,681)
1,495 1,303 1,993
7 6 259
3 — @)
29,191 732 7,614
(3,043) 1,745 1,294
3,081 1,336 42
38 3,081 1,336
2017 2016
2016 2015 297
840.0
(UK)
GS UK 750
237
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2016 12
10.4 APEX 13.1
19
127 124

2015 12
61.2
52.0 918
262
296
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2017 12 31 C0SO
2013
2017 12 31

2017 12 31 103

2017 12 31
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THE GOLDMAN SACHS GROUP, INC AND SUBSIDIARIES

Consoclidated Statements of Earnings

Yot Enedied Dacamiar

1 kA, Avcand far shatd mounts 2m7 2016 2016
Revenuas

Irveistrrent bankng §7AamM £ 8273 % TOV
|reesdrriant TsaragErnent 5,803 b A0V 5. BGE
Cormmmswons and feos 3,087 2208 3,320
M arken ||mklvgr 7,660 Rt 552
Other principal Farsactions 5,256 2200 6 0g
Total on-miarest eyvanes 4,141 HLOE 0. This
|mlimst ricos 13,113 960 Lo
Intarest axpanss 10,181 104 5,388
Mat interest mcome 933 2.587 3,064
Nat revenues, including net mberast mooms 3073 20,608 33,6820
Cparating expenses

Corrgensaton and benefits 11,853 11,647 12,678
Brokerage, chammng, exchange avd distrbotion fees 2,540 7 BAR 7 hTE
Market desveloprment 588 57 G4
Communscations and technology 837 a0 BlG
Drapreciation and armoartzation 1,152 G i |
Cecupancy 733 Ted Tz
Professional foas 965 2.1 ) 063
Other expanses 2,213 2168 5,669
Tatal nonFoompensation expanees. 9,088 BG5S 12,364
Tatal operaning expensas 20,941 0,304 26,042
Pre-tax aamags 1132 10304 BITE
Frovision for taes 6,346 2906 2.69%
Met sammgs 4,286 7,398 G083
Frafarred stock drchends B0 kil 515
Mot enrnings applicable to common shareholders § 3688 5 7087 % bBAGE
Earnings per commaon share

Bassc $ 812 51653 % 123%
Chlastad § %01 S1620 % 1214
Average common shares

Basac 401.6 4254 i S
[hlwtad 409.1 4361 A58 &
Tha secompanying noters are &n aiegred pan of theas consebkdated Tnancal o atements

104 Goddman Sachs 2017 Farm 10
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THE GOLDMAMN SACHS GROUP, INC AND SUBSIDIARIES

Consolidated Statements of Comprehensive Income

£ o mlen
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AR

2017 2016

Mt sarmings

it compabmnsree incomaailoss) adpuestmeaents, nol of tax
Cumrency translation

4,286 37900 6083

22 ] NREH
Db vabpation adyusirment [BOT} =t 1] -
Parmsson and postretirarmiznt habihbes 120 g Rei=t] 135
fyeadable-for-sale sacunnes (k1] - -
Chhwiee commpabensras ncormisiloss) [GEd} v ] 5
Comprehensive income 53,622 3050L  iAG,008
Thie seonpanyving notes are a0 ieaegrsl pan of these consoldsted Toancal statarmnts
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THE GOLDMAN SACHS GROUP, INC AND SUBSIDIARIES

Consolidated Statements of Financial Condition

As of Decembar

£ mitong 2mM7 2016
Assots
Lash ared cash equicalents 5110081 5121711
Collateralwed agreaments

Secimies F‘nlt‘.}mﬁn‘:\d wirwhar agreaments to resell inclodes $120,420 and $116.007 ot far valie)l 125,312 11697%

Secuntes bormowed Gncludies $78,189 and $52,398 ot far vabes) 190,848 184,600
Frescapsabhas

Brokers, doalers and cheanng onganizabons 24,676 18,044

Camstorruers ancd coundarpaes inchekes 83526 arvd £3 266 a1 bur withss) 60,112 47 TEO

Loans recessabls 65,933 49,672
Financaal instrurme nits ovwned (at far valoe and incledes $50,338 and 551,278 pledged as collatesall 316968  HaLA62
Oither assets 28,346 5481
Total assets £916, 776  SDE0,165
Limbilitios wnd shareholders” squity
[}Clr_H:IS.II.'; {mcheies S22 902 and S13, 782 a1 L valued 5138804 S04 090
Collateraleed financings

Secuntes sold under agreamants to repurchase (at fair valea) 8418 ae

Secuntes kaned iicledes 85387 and 2,647 at fair vahse) 14,793 7524

Oither sacured nancngs Gncludes 524,345 and 321 073 at tar value) 4,788 21522
Payalihes

Feroknrs, cdaakers anel clainng organgalons B ET2 A, 3805

Customers and counlerparss 171,487 184069
Fiancaal irstrurments sold, but not yet purchasad (1 G valoel 111,930 117143
Uresesccured short-term booowings includes $18904 arwd 514,792 a1 far valuel 456,922 39,765
Uresscured bong-tesrm barrowangs imchebes S38,638 and 570,410 a1 Lr vahee) 217,687 120,086
itk habhiees arnd accnsed T [rchsdes 268 and SE21 ar fair valusl 16,922 141352
Taatal habilines B34 533 Tz
Commitments, contingencies and guarantess
‘Shareholders’ equity
Prefarrad stock, aggragate hqudation preference of $91,853 and £11.203 11,853 11,203
Commen stock, 884592863 and 873,608,100 shates mawad, arnd 374,808,805 and 302,632 720 shares outstanding 9 ]
Share-based awards FAEE) 3814
MNoreting comman stock, no shares ssuad and cutstanding - -
Addibonal paichin capital 53,357 h2 638
Retamad sarmings 91,519 £0,039
Accumulated other comprehanssee loss (1.680) .21
Stock held in reaswry, a8 cost 509, T84, 060 and 480, 875,872 shares (75 392) {68694}
Tatal shareholdars” aquity 82,243 86,803
Total linbilities and shareholders’ equity 5916776  SBG0 165

The SCompany =g noles 4re Sn aisgrs pan of thass conscldynsd Trancayl o srarmants

106 Goddman Sachs 2017 Farm 10
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THE GOLDMAN SACHS GROUP, INC AND SUBSIDIARIES

Consolidated Statements of Changes in Shareholders’ Equity

Yesr Erdad Decembar

Bon mlleeng 207 26 2018
Praforrod stock
Basgmmanang balance 1,208 311200 5 Q700
Issined 1,500 1,336 00K
Rdieormed (850} {1,273
Enchng balance 1,883 1203 11,200
Common stock
Bm_;umuﬂ balarke: k] ] £
lssuied - - -
Enchrg balance a E
Share-basoed awards
Basguaang balance, s previowsly reponed 1914 4151 3,765
Curnulative affect of the changs in aceounbng pncple related to forfeiture of share-based awands 35 - -
n»ﬁgnmu:g Balaruee, .’ld;llslﬁd 3,945 4151 3765
Issuanen and amortration of share-based avards 1,810 2,143 2,308
Drlnsery of comumon stock uncerbing share-based awards {2,704) 12 0GR 11,742
Foafermme of share-based awands (&3) i (72
Exescme of share-based swvands I‘IBN [P L] P 0EE
Enchrg balance 2,777 LI 4.1%1
Additional paid-in capital
Beeginaning balarce 52,638 51,540 b0, 045
Dlncerry of comnon stock undarbing share-based awards 2,934 2,282 2092
Cancallation of share-based avwards in satisfacion of vathholdeg e requiraments {2,220) 1,171 11,19
Preferred stock imsudnce costs, mel of rmversaks uporn mdarmphan 8 LA L] i
Fxeaas net tax banein related o share-based mvards - 147 A0
Cash settlament of share-based awands 3 — 12y
Enchng balance 53,357 52 638 51,340
Retained eamings
Beginaang balance, as previously ieponed B9.039 B3 ARG 18,984
Curnulative affect of the changs in acesuntng princple ralated to

Drabr vabsation adjustrent, nat of tax - {205 -

Forfeanse of share-based awarcks, et of tax (24) - ~
n»ﬁg'umuh;ﬂ:lahntﬂ_ bd:ll*lur] B9, 015 B 021 78,984
Met earmings 4,286 7, i 6,083
Dradands and dradend equicalents declared on common stock and share-basad awards {1,181 (1,124 {1,166)
Deadands declared on prafered stock (58T7) {5771 5154
Prafarred stock rademption discount ipramiurmb (14) HoE -
Ending balance 91,519 9,038 §3.386
Accumulated other comprehensive loss
Begmnang balance, as prevously reponed {1.2186) At [ra%
Curmudative effect of the change in accouning principle related to debi vahstion adiustment, net of tax - 305 -
Beginaing balanea, adprsted {1.216) W3 frad
it comprahensive incomey{less) (66d) (B 25
Endhing balance {1,880 (1,216 [T
Stock held in treasury, at cost
Beesgnang balance (68, 694) (62 G {58408
Repauichased {6,721} {iE, D) 1955
Remsued 34 Frd a2
Crtheae i {1 155
Endiiryg balance {75,392} (65 B [FEET
Total shareholders’ equity $82,243 SEHSHUR  S867TFE

Thiy sitadrgaryng nolas and 5 anegrel pan of Thase conssldanssd Tmancl stalermanls
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THE GOLDMAN SACHS GROUP, INC AND SUBSIDIARIES

Consolidated Statements of Cash Flows

Year Eredad Dacembar

i mteng 2017 201a 2016
Cash flows from operating activities
et eanrungs 5 4286 5 7358 5 G083
Adpstrments 1o reconcile nel eanings o net cash provecded byfesed ford oparatng activities
Deprecianon and amartization 1,152 Gz 941
Dheflerred mcorme taxes 5458 551 475
Share-hasesd cornps nsaton 1,769 2 22712
Lemsfgamb raloted to mctngueshment of subordinated borrowngs (M4} ] )
Changes in operating assets and habilibies
Recevables and payables exchedng loans recewable), net (30,082) s e13 19,132
Collataralirad transactions fexcluding othar secured financingsh, net 10,025 8 14,825
Financial matrumiesnts swovned beeluding svailable-for-sake secunties) {11.327) 1% 253 16,078
Financaal matruments sold, but not yet purchased (5.296] 1,560 {16,835
Crther, e 6,387 15, fir2t) {3, B0
Met cash paowicisd byfussd Too) opserating scinates {17,742} £, 00K 0481
Cash flows from investing activities
Purchase of property, leasehold improvemants ard aquiprment (3.185] (2,876 {1,833
Proceeds from sabes of property, keasahokl imgrovernents and equprment 574 i oA | P
Net eash acquaed infusad forl business acquisibions (2,383) 14,532 {1, Bl
Purchase of investmants (9.853] - -
Proceeds from sales and paydowns of mvestmeants 2,887 1,617 1,015
Loans recerable, net (17.156] {4, i) 116, 1808
Mat cash provided byfiusad ford investing activitias {29,116) 9,27 118574}
Cash flows from financdng activities
Unsescured short-tarm borrowings, met {501} {1,506 [ 15a]
Oither secured fmancings {short-tesmd, net {405} (B0 1]
Procaads from ssuance of other secured fmarcings (ong-termi 7401 4 186 10,345
Regayment of othar secured finamcings Bong-tenm), incheding the cument portion (4.726] {7,376} 16,5021
Purchase of APEX, sanior guaranteed sacunties and tust preferred secunbes (237} (1,171} (1
Proceads from ssuance of unsecurad long term bomowings 58347 5 TE3 44, 505
Repayment of insecured long-term bomowangs, incheding the current porton {30, T56) (36, 6567} 120 5206
Darevateee contracts wath a fmancing elemant, nat 1,684 2,115 47
[haprosats, met 14,506 10,0568 14,639
Pratarred stock redamption (850} = -
Cormmon stock regaunshased (8, 772] 16,078) 14,135
Sottlernent of share-based awards in satssfacson of withholding tax requeemonts (2.223] (1,128 1. 204)
[eadends. and deadend equialents pasd on comamen stack, preferred stock and shase-based awards {1.769) (1, 7o&} 11,681)
Proceeds from ssuance of prefened slock, net of Issuance cosis 1495 1,303 1.943
Froceeds from ssuance of cormmon stock, including exerciss of share-based swads 7 G 258
Cash settkanent of shase-tuased awarcks {3} - 2
Mest carsh paovidisd by Inancing actaaties 35,198 12,107 27507
Mest increasefdecreass) n cash and cash equecalents (11,6601 2827F 18414
LCash ard cash equivalents, beginming balance 121,711 G430 75,025
Cash and cash equivelents, ending balance 5110051 5121711 $9343%
SUPPLEMENTAL DMSCLOSURES:

Caah paymants for niesest, not of capralosd mberest, wers £17 17 bdlon, 37 14 bilon and 54 82 tdbon, and cesh payments. Sor intome taces, not of efunds, wess

5142 bdwan, 5106 bilesn and 52 65 bilan for 2017, J0N6 and 2015, reapdotnaly. Caah flws relied 1o comfron sock sepurchased wludes cofmmon stk

reparchasad in the price paviod for whech satilement aocurmed durng the csrent penod and eechedes commmon stock ispuechased dunng the cwrent panod for which

Satigrran ootyened B th foliowng panod

Mol sceinitess Guiag 2007

= Thadum weickarga! 5237 realede of Trusye Profaered Secuross and cormiron banelica | erenscs o $245 miBon of the Brnes unios sabeed raned dabt

MNomoash activities guving 20714

= Thaurpact of sdopmn of A5U Ne. 301502 was & e saduction 1o beh vote L assars and 1onal lsbdues of sopreanmately 3200 railce. e Heos 3 foe funiar miomuanen

s Tha firmn sold sty and kabioes of 5181 bdlon ard 5457 millon, respecivedy, that ween previously classfed as held for sale, in axchange for $1.11 baion of financal
ErRATUrT

= Thalwmexchangsd $1 0 bfon of APEX{or 31 .31 bdbon of Serems E and Seres F Profesrsd Stock. Soe Note 19 8ar hether information

= Thalurndocghangied §12 7 a6 sisiedy’ Quarh e bius sacunis bl 31248 ol of the {er's preorn sabandnated dabt

Morrcash scivites durng 2018

= Thalarn eccharnged F262 rralleon of Trost Paaliendsd Sy rdms and comimon Done | evianssts for 3206 rralon of th ber's pnss subosd eoted delit

This accompanyirsg notes are &n segred pan of these conschdated Tnancal stalements
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THE GOLDMAN SACHS GROUP, INC AND SUBSIDIARIES
Motes to Consolidated Financial Statements

Mote 1.
Description of Business

The Goldman Sachs Group, Inc. (Group Inc, or parent
company), a Delaware corporation, together with 1ts
consolidared subsidiaries (collectively, the firm), is a lkeading
global investment banking, securities amd investment
management firm that provides a wide range of financial
services to a substantial and diversified cliemt base that
includes corporations, financial institutions, governments
and  individuals, Founded inm 1869, the firm is
headquartered in New York and maintains offices in all
major financial centers around the world.

The firm reports s activities in the following four business
SERMEnts:

Investment Banking

The firm provides a broad range of investment banking
services 10 a <diverse group of corporations, financial
institutions, investment funds and governments. Services
include strategic advisory assipnments with respeda to
mergers and acquisitions, divestitures, corporate defense
activities, restructurings, spin-offs and resk management,
anil debe and equity underwriting of public offermgs and
private placements, melsding local and  cross-boeder
rransactions and acquisition financing, as well as derivative
transactions directly related to these activities.

Institutional Client Services

The fiem facilitates client transactions and makes markets
in fixed income, equity, currency and commodity products,
primarily with institutional clients such as corporations,
financial institutions, mvestment funds and governments.
The firm alsoe makes markets n and clears client
transactions on major stock, options and futures exchanges
worldwide and provides financing, securities lending and
other prime brokerage services 1o instinutional clients.

EDINETOOOO
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Investing & Lending

The firm invests in and originates loans to provide
financing to clients. These mvestments and loans are
tvpacally  longer-term i nature, The firm  makes
investments, some of which are consolidated, including
through its merchant banking business and its special
situations group, in debt securities and loans, public and
private equity securities, infrastructure and real estate
entities, Some of these investments are made mdirectly
through funds that the firm manages. The firm also makes
unsecured and secured loans to retail cliems through ns
digital platforms, Mareus: by Goldyian Sacks (Mareus) and
Goddmran Sachs  Private Bank  Select (GS Select),
respectively.

Investment Management

The firm provides investment management services and
offers nvestment products {primarily through separately
managed accounts and commingled vehicles, such as
mutual funds and private investment funds) across all
major asser classes to a diverse ser of institutional and
individual clients. The firm also offers wealth advisory
services provided by the firm's subsidiary, The Ayco
Company, L.P., including portfolic management and
financial planning and counseling, and brokerage and other
rransaction services o high-net-wornh mdividuals and
families,

Note 2.
Basis of Presantation

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

All references o 2017, 201046 and 2013 refer to the firm's
years ended, or the dates, as the context requires,
December 31, 2017, December 31, 2016 and
December 31, 20015, respectively. Any reference to a future
year refers to a year ending on December 31 of that vear.
Certain reclassifications have been made to previously
reported amounts to conform to the current presentation,
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THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES
MNotes to Consolidated Financial Statements

Note 3.
Significant Accounting Policies

The firm's significant accounting policies include when and
how to measure the fair value of assets and habilities,
accounting for goodwill and identifiable imangible assets,
and when 1o consolidare an entity. See Notes 5 through 8§
for policies on fair valwe measurements, Note 13 for
policies on goodwill and sdentifiable intangible assets, and
below and Note 12 for policies on  consolidation
accounting. All other significant accounting policies are
either described below or mecluded in the following
footnotes:

Fimarcial instamants Oramed and Finances] strumenits

Sokd, But Mot Yat Purchasad Nt 4
Far Valua PAeasurements Note 5
Cash Instrurnents Mote 6
Desvvatives and Hedgng Actnales Note 7
Faer Valea Optan Note®
Lowiris Heconmabls hata D
Collateeahzad Agreamants and Frnancings Mobe 10
Spcunitmabon Actnales Mo 11
‘Wanable Interest Enuties Mobe 12
Other Assals Mote 13
Deposits Mae 14
Short-Team Borrowmgs Mats 15
Lange Tarm Bancwings Mote 16
Cahar Liabibtes and Accnsed Expanses Mate 17
Commitments, Contngencias and Guasmaniaas Mata 18
Sharaholdiers’ Equity Mate 19
Raguiation and Capital Adaquacy Mate 20
Earmings Par Comman Share Mata 21
Transacmons with Allilated Fends Mobe 22
Intarast Income and Intenast Expense Mobe 23
Incma Taxas Miobe 24
Business Segmants Mote 25
Cradd Concantrabans Mota 26
Ligal P inges Mate 27
Employes Banafit Plans Mabe 28
Erployos Incontna Plans Mabe 29
Parent Comnpany Miobe 30

110 Geddman Sachs 2017 Form 10-K
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Consolidation

The fiom consolidates entities in which the firm has a
contralling financial interest. The firm determines whether
it has a conrrolling financial interest in an entity by first
evaluating whether the entity is 2 voting interest entity or a
variable interest entity (VIE).

Voting Interest Entities. Voting inferest 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 enty that most significantly
mpact s economic performance, the obligation to absork
the loses of the entity and the right to receive the residual
retiens of the entity. The wsnal condition for a controlling
financial interest in a voting interest entity is ownership of a
majority voting interest. If the firm has a contralling
ARty voling interest in a voling mterest entity, the entity
is consolidated.

Variable Interest Entrties. A VIE is an entity that lacks
one or more of the charactermstics of a voting imterest entity,
The firrn has a controlling financial nterss in a VIE when
rhe firm has a variable interest or interests thar provide it
with {i) the power to direct the activities of the VIE that
most significantly impact the VIE's economic performance
and (11} the obligation to absorb losses of the VIE or the
right to receive benefits from the VIE that could potentially
be significant 1o the VIE, See Note 12 for further
information abowr VIEs,

Equity-Method Investments. When the firm does not
have a controlling financial interest in an entity but can
exert significant influence over the entity’s operaring and
financial pelicies, the investment is accounted for either
(i} under the equity method of accounting or (i1} at fair value
by electing the fair value option available under 1.5, GAAP.
Significant influence generally exists when the firm owns
20% to 50% of the entity's commuon stock or in-substance
O stock,

In general, the firm accounts for mvestments acquired after
the fair value oprion became available, ar fair value, In
certain ¢ases, the firm applies the equity method of
accounting to new investments that are strategic in nature
or closely related to the firm's principal business activities,
when the firm has a significant degree of involvement in the
cash flows or operations of the mvestee or when cost-
benefit considerations are less significant. See Note 13 for
further information abowt squiry-method investments.
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THE GOLDMAN SACHS GROUP, INC AND SUBSIDIARIES
Motes to Consolidated Financial Statements

Investment Funds. The firm has formed numerous
investment funds with third-party investors. These funds
are typically organized as limited pantnerships or limited
liability companies for which the firm acts as general
pariner or manager. Generally, the firm does not hold a
majority of the economic interests in these funds. Thess
funds are usually voting interest entities and generally are
not consolhdated because third-party mvestors typically
have rights 1o terminate the funds or to remove the firm as
general partner or manager., Investments in these funds are
genecally measured at met asset value (NAV) and are
included in financial instruments owned. See Notes 6, 18
and 22 for further information about investments in funds.

Use of Estimates

Preparation of these consolidated financial statements
requires management to make cemain estimates and
assumptions, the most important of which relate 1o fair
value measurements, accounting for goodwill and
idemtifiable imangible assets, incomee tax expense related 10
the Tax Cuts and Jobs Act (Tax Legislation), provisions for
losses that may arise from litigation and regulatory
proceedings (including governmental investigations), the
allowance for losses on loans receivable and lending
commitments held for investment, and provisions for losses
that may arise from tax audits, These estimares and
assumptions are based on the best available informarion
but actual results counld be materially different.

Revenue Recognition

Financial Assets and Financial Liabilities at Fair Value,
Financial instruments owned and financial instruments
sold, but not yet purchased are recorded at fair value cither
under the fair value option or in accordance with other ULS.
GAAP. In addition, the firm has elected to account for
certain of its other financial assets and financial labilities at
fair walue by electing the fair value aption, The fair value of
a financial instrument is the amount that would be received
to sell an asset or paid to transfer a lability in an orderly
tramsaction  between market  participants  at  the
measurement date, Financial assets are marked wo bid prices
and hnancial habilities are marked o offer praces. Fawr
value measurements do nol include transaction costs. Fair
value gains or losses are generally included in marker
making for positions in Institutional Client Services and
other principal transactions for positions in Investing 8
Lending. See Motes 5 throuzh 8 for further information
about fair value measurements,
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Investmant Banking. Fees from  financial  advisory
assignments and underwnting revenues are recognized in
earmings when the services related to the underlying
trangaction  are completed wnder the terms of the
assignment. Expenses associated with such transactions are
deferred until the related revenwse is recognized or the
assignment s otherwise concluded. Expenses associated
with financial advisory assipnments are recorded as
non-Compensation expenses, net of chent reimbursements,
Underwriting revenues are presented net of relared
expenses. As a resull of adopting ASU No. 2014-09,
“Revenue from Contracts with Customers {Topic 606},
the firm will amend its accounting policy on the recogmition
and presentation of cenain investment banking revenues
and  related  expenses.  See “Recemt Accounting
Developments™ for further information,

Investment Management. The firm carns management
fees and incentive fees for INVestment MANAgement services,
Management fees for mutual funds are calculated as a
percentage of daily net asser value and are received
monthly. Management fees for hedge funds and separarely
managed accounts are calculated as a percentage of
month-end net asset value and are generally received
quarterly. Management fees for private equity funds are
caleulated as a percentage of monthly mvested capital or
commitments and are received quartedy, semi-annually or
annually, depending on the fund, All management fees are
recopnized over the period thar the related service is
provided. Incentive fees are calculated as a percentage of a
fund's or separately managed accoumt’s return, or excess
return above a specified benchmark or other pedormance
targer, Incentive fees are generally based on investment
performance over a 12-month period or over the life of a
fund. Fees that are based on performance over a 12-month
period are subject to adjustment prior to the end of the
measurement periocl. For fees that are based on investment
performance over the life of the fund, future Investment
underperformance may require fees previously distributed
to the firm to be reurned to the fund, Incentive fees are
recognized only when all marerial contingencies have been
resalved. Management and incentive fee revenwes are
included in investment management revenues.,

The firm makes payments to brokers and advisors related
to the placement of the firm's invesment funds. These
payments are calculated based on either a percentage of the
management fee or the investment fund’s et 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 distribution fees, and where the firm
is agent to the arrangement, such costs are recorded on a net
basis in INVESTMENT MANAZEMENT revenues.
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THE GOLDMAN SACHS GROUP, INC AND SUBSIDIARIES

MNotes to Consolidated Financial Statements

As a result of adopting ASU No. 2004-09, the firm will
amend its accounting policy on the recognition and
presentation of certain Investmenl MANAEeMEnt reVEnues
and  pelated  expenses.  See “Recemt  Accounting
Developments™ for further informarion.

Commissions and Fees. The firm earns commissions and
fees from executing and clearing cliemt transactions on
stock, options and  futures  markers, as owell as
over-the-counter (OTC) transactions. Commissions and
fees are recognized on the day the trade is executed.

Transfers of Financial Assets

Transfers of financial assets are accounted for as sales when
the firm has relingquished control over the assers transferred.
For tramsfers of financial assets accounted for as sales, any
gains or loses are recognized in net revenues, Assets or
liabilities that arise from the firm's continuing involvement
with transferred financial assets are mitially recognized a
fair value. For transfers of financial assets that are mot
accounted for as sales, the assets are generally incloded in
financial mstruments owned and the transfer is accounted
for as a collateralized financing, with the related interest
expense recognized over the life of the transaction. See
MNote 10 for further information about transfers of financial
assets accounted for as collateralized financings and
Mote 11 for further information about transfers of fnancial
assets accounted for as sales.

Cash and Cash Equivalants

The firm defines cash equivalents as highly higuid overnight
deposits held in the ordinary course of business. As of
Decemnber 2007 and December 2006, cash and cash
equivalents included 510,79 billon and $11.15 billion,
respectively, of cash and due  from  banks, and
859926 billion and 511056 billion, respectively, of interest-
bearing deposits with banks. The finm segrepates cash for
regulatory and other purposes related o client activity. As
of December 2017 and December 2016, 518,44 billion and
S14.65 billion, respectively, of cash and cash equivalents
were sepregated for regulatory and other purposes, See
“Recent  Accounting  Developments™  for  fusther
information. In addition, the firm segregates securities for
regulatory and other purposes related to client activity. Sce
Mote 10 for further mmformation about segregated
SECUrines,

112 Geddman Sachs 2017 Form 10-K
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Receivables from and Payables to Brokers, Dealers
and Cleaning Organizations

Recevables from and payables to brokers, dealers and
clearing organizations are accounted for at cost plus
acerued interest, which generally approximates fair value,
While these receivables and pavables are carried at amounts
thar 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
incleded in the fiem™s fair value hierarchy in Nows 6
throwgh B, Had these peceivables amd pavables been
included in the firm's fair value hierarchy, substantially all
would have been classified in level 2 as of both
December 2017 and Diecember 201 6.

Recemvables from Customers and Counterparties
Receivables from customers and counterparties generally
relate to collateralized tramsactions. Such receivables
primarily consist of customer margin loans, certain
rransiers of assets accounted for as secured loans rather
than purchases ar fair value and collateral posted in
connection  with  certain  derivative  transactions.
Substantially all of these receivables are accounted for at
amortized cost net of estimated uncollectible amounts.
Certain of the firms recevables from customers amd
counterparties are accounted for at fair value under the fair
value option, with changes in fair value generally inchided
in market making revenues, See Note 8 for further
information  about  peceivables from  customers  and
counterparties accounted for at fair value under the fair
value option. In addision, as of December 2017 and
December 2016, the firm’s receivables from customers and
counterparties included $4.63 billion and 52.60 billion,
respectively, of loans held for sale, accounted for ar the
lower of cost or fair value. See Note 5 for an overview of the
firm's fair value measurement policies.

As of both December 2017 and December 20016, the
carrying value of receivables not accounted for at fair value
penerally approximated fair value. While these receivables
are carried at amounts that approximate fair value, they are
nol accounted for at fair value under the fair value option
or at fair value in accordance with other ULS, GAAP and
therefore are not included in the firm’s fair value hierarchy
in Motes & through 8. Had these receivables been included
in the firm's fair valee hierarchy, substantially all would
have been classificd in level 2 as of both December 2017
and December 20006, Interest on receivables from customers
and coumerparties is recognized over the life of the
rransaction and included in interest income.
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THE GOLDMAN SACHS GROUP, INC AND SUBSIDIARIES
Motes to Consolidated Financial Statements

Payablas to Customers and Countarpartias

Payables to customers and counterparties primarily consist
of customer credit balances related to the firm's prime
brokerage activities, Pavables o customers  and
counterparties are accounted for at cost plus accrued
interest, which generally approximates fair value. While
these pavables 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 LS,
GAAP and therefore are not included in the firm's fair value
hierarchy in MNotes & throwgh 8. Had these pavables been
included in the fiem's fair value hierarchy, substantially all
would have been classified in level 2 as of both
December 2017 and December 20016, Interest on payables
to customers and counterparties is recognized over the life
of the transaction and imeluded in imerest expense,

Offsetting Assets and Liabilities

To reduce credit exposures on derivatives and securities
financing transactions, the firm may enter inle master
netting agreements or similar arrangements (collecrively,
netting agreements) with counterparties that permit it to
offset receivables and pavables with such counterparties. A
netting agreement is a contract with a counterparty that
permits net settbement of multiple transactions with that
counterpany, nclading upon the exercise of termination
rights by a non-defaulting party. Upon exercise of such
termination righrs, all transactions governed by the neming
agreement are terminated and a net sertlement amount is
calculated. In addition, the firm receives and posts cash and
securities collateral with respect to s derivatives and
securities inancng transactions, subject to the terms of the
relared crediv support ageeements or simalar arrangements
{collectively, credit support agreements). An enforceable
credit support agreement grants the non-defaulting pary
exercising termination rights the right to liquidate the
collateral and apply the proceeds to any amounts owed. In
order to assess enforceability of the firm's nght of setofl
under netting and credit support agreements, the firm
evaluates various factors including applicable bankmuptey
laws, local statutes and regulatory provisions in the
jurisdiction of the parties 1o the agreerment.

Derivatives are reported on a net-by-counterparty basis
{i.., the net payable or receivable for derivative assets and
liabilities for a given counterparty) in the consolidated
statements of financial condition when a legal night of setofl
exists under an enforceable netting agreement. Resale and
repurc hase agreememts and securities borrowed amd loaned
trangactions with the same rerm and currency are presented
on a net-by-counterparty  basis in the consolidated
statements of financial condition when such transactions
meet certain sertlement criteria and are subject to nerming
ARFECIMENLS,
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In the consolidated statements of financial condition,
derivatives are repoerted net of cash collateral recerved and
posted under enforceable credit support agreements, when
rransacted under an enforceable netting agreement. In the
consolidared statements of financial condition, resale and
repurchase  agreements, and securities  borrowed and
loaned, are not reported net of the related cash and
securities received or posted as collateral. See Note 10 for
further imformation about collateral received and pledized,
including rights 10 deliver or repledge collaeral. See
Mores 7 and 10 for further information abour offsstring,

Foreign Currency Translation

Assers and Dabilivies denominated in non-US. currencies
are translated at raves of exchange prevailing on the dare of
the consolidated statements of financial condition and
revenues and expenses are translared at average rares of
exchange for the peried. Foreign currency remeasurement
gains or losses on transactions in nonfunctional currencies
are recognized in earnings, Gains or losses on translation of
the financial statements of a non-U.5. operarion, when the
functional currency is other than the US. dollar, are
included, net of hedges and taxes, in the consolidated
statements of comprehensive income.

Recent Accounting Developments

Revenue from Contracts with Customers (ASC 606).
In May 2014, the FASE ssued ASU No. 201409, This
ASU, as amended, provides comprehensive guidance on the
recopnition of revenue from customers arising from the
transfer of goods and services, guidance on accounting for
cerrain contract costs and new disclosures.

The firm adopted this ASU in January 2018 under a
modified retrospective approach. As a result of adopring
this ASL, the firm will, among other things, delay
recognition of non-refundable and milestone payments on
financial advisory assignments until the assipnments are
completed, and recognize certain Investment management
fees eaclier than under the firm's exisling revenne
recognition policies, The cumulative effect of adopting this
ASU on January 1, 2008 was a decrease 1o retained
earnings of 533 million {net of tax).
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THE GOLDMAN SACHS GROUP, INC AND SUBSIDIARIES

MNotes to Consolidated Financial Statements

The firm will also prospectively change the presentation of
certain costs from a net presentation within net revenues to
a gross bass, and vice versa, Beginning in 2018, cenain
underwriting expenses, which are currently netted against
Investment Banking revemiees and certain distnibution costs,
which are cureently netted against Investment Management
revenues, will be presented gross as operating expenses.
Soft dollar commissions, which are currently reported gross
as operating expenses, will be presented net within
commissions and fees, The impact of this ASU will depend
on the nature of the firm's activities after adoption,
although these changes in presentation are not expected to
have a material impact on the firm's results of operations.

Measuring the Financial Assets and the Financial
Liahilities of a Consolidated Collateralized Financing
Entity [ASC 810). In August 2014, the FASE issucd ASL
No. 2014-13, “Consolidation (Topic 810) — Measunng
the Financial Assets amdd the Financial Luabilities of a
Comsolidared Collateralized Financing Entiy {CFEL” Thas
ASU provides an abernative 1o reflect changes in the fair
value of the financial assers and the financial liabilities of
the CFE by measuring either the fair value of the assets or
liabilities, whichever is more observable, and provides new
disclosure requirements for those electing this approach.

The firm adopted the ASU in January 20016, Adoption of
the ASU did not matenally affect the firm's financial
condition, results of operations or cash flows,

Amendments to the Consolidation Analysis
(ASC B810). In February 2015, the FASE issued ASU
Mo, 2015-02, “Consolidation {Topic 810) — Amendments
1o the Consohidation Analysis,”™ This ASU eliminates the
defersal of the requirements of ASU Moo 2009-17,
“Consolidations (Topic #10) — Improvements to Financial
Repornting by Enterprises Involved with Variable Interest
Entities” for certain interests in investment funds and
provides a scope exception for ceftain investments in
money market funds, It also makes several modifications 1o
the consolidation guidance for VIEs and general partners’
investments  in limited  partperships, as  well  as
modifications to  the evaluation of whether limited
partnerships are VIEs or voting interest entities.

The firm adopted the ASU in Janvary 20016, wsing a
modified retrospective approach. The impact of adoption
was a net reduction to both total assets and total habilities
of approximately 5200 million, substantially all included in
financial instruments owned and in other liabilities and
acerued expenses, respectively, Adoption of this ASU did
not have an impact on the firm’s results of operations. See
MNote 12 for further information about the adeption.
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Simplifying the Accounting for Measurement-Period
Adjustments [ASC 805). In Seprember 2015, the FASE
msued  ASU Ne. 200516, “Business Combinations
(Topic B05) =— Simplifving the Accounting for
Measurement-Period Adjustments.” This ASU eliminates
the requirement for an acguirer in 2 business combination
to  account for measurement-perind  adjustments
retrospectively.

The firm adopted the ASU in January 2016, Adoption of
the ASU did not materially affect the firm's financial
condition, results of operations or cash flows,

Recognition and Measurement of Financial Assets
and Financial Liabilities (ASC 825). In January 20016, the
FASE issued ASU No. 2006-01, “Financial Instruments
{Topie 825) — Recogmition and Measvrernent of Financial
Assets and Financial Liabilities.™ This ASU amends certain
aspects of recognition, measurement, presentation and
disclosure of financial instruments. It includes a
requirement to present separately in other comprehensive
mcome changes in fair value attributable to a firm's own
credit spreads {debt valvation adjustment or DIV AJ, net of
tax, on financial labiliies for which the fair value option
was elected.

The ASU was effective for the firm in January 2018, Early
adoption was permitted under a modified retrospective
approach for the requirements relwed te DVA, In
January 2016, the firm early adopted this ASU for the
requircments  related to DVA  and  reclassified the
cumulative DVA, a gain of 5305 million {net of tax), from
retained eamings o accumulated other comprehensive loss,
The adoption of the remaining provisions of the ASU in
January 2018 did not have a marerial impact on the firm's
financial condition, results of operations or cash flows,

Laasas (ASC 842). In February 2016, the FASE issued ASL
No. 20016-02, “Leases (Topic 8421." This ASU requires
that, for leases longer than one year, a lessee recognize in
the statements of financial condition a right-of-use asser,
representing the right to wse the underlying asset for the
lease term, and a lease habulity, representing the Labalay to
make lease payvments, 1t also requires that for finance leases,
a lessee recognize interest expense on the lease liability,
separately from the amortization of the right-of-use asset in
the statements of earnings, while for operating leases, such
amounts should be recopnized as a combined expense. It
also requires that for qualifving sale-leaseback transactions
the seller recognize the gain or less at the time control of the
asset is transfereed instead of amornizing it over the lease
period. In addition, this ASU requires expanded disclosures
about the nature and terms of lease agreements,

472/581

oOoOooodn



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

The ASU is effective for the firm in January 2019 under a
modificd  retrospective  approach.  Early  adoption s
permitted, The firm's implementanon  efforts  include
reviewing the terms of existing leages and service contraas,
which may inclode embedded leases. Based on the
implementation efforts to date, the fiem expects a gross up
on its consolidated statements of financial condition upon
recognition of the right-of-use asscts and lease labilities and
does not expect the amount of the gross up to have a
material impact on its financial condition.

Improvements to Employes Share-Based Paymaent
Accounting (ASC 718). In March 2016, the FASB issued
ASU No, 2016-00, “Compensation — Stock Compensation
(Topic 718} — Improvements to Employes Share-Based
Payment Accounting.” This ASL 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 1o additional
paid-in capital. This change has no mpact on wotal
shareholders’ equity and is required 1o be adopted
prospectively. The ASU also allows for forfeitures 1o be
recorded when they occur rather than estimated over the
vesting period. This change is required to be applied on a
madified retrospective basis.

The firm adopted the ASU in January 2017 and the impact
of the restricted stock unit (RSU) delivenies and option
exercises during 2017 was a reduction 1o the provision for
taxes of 5719 million, which was recognized in the
consolidated statements of earnings. The impact will vary
in future perinds depending upon, amang other things, the
number of R5Us delivered and their change in value since
grant. Prior to the adoption of this ASU, this amount would
have been recorded directly to additional paid-in capital.
The firm also elected o account for forfeitures as they
occur, rather than 1o etimate forfeitures over the vesting
period, and the cumulative effect of this election upon
adoption was an increase of 535 million to share-based
awards and a decrease of 524 million (net of tax of
511 mallion) to retained carmings.

I addition, the ASL modifies the classification of certain
share-based payvment activities within the statements of
cash flows. As a resule, the frm reclassified, on a
refrospective basis, a cash outflow of $1.13 billion and
S$1.20 billion related to the settlement of share-based
awards in satisfaction of withholding tax requirements
from operating activities to financing activities and a cash
inflow of 5202 million and $407 million of excess tax
benefits related to share-based awards from fnancing
aaivities o operating adivities for 2006 and 2043,
respectively.
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Measuramant of Cradit Losses on  Financial
Instruments [ASC 326). In Junc 2016, the FASE issued
ASU No. 2016-13, “Financial Instruments — Credit Losses
(Topic 326) = Measurement of Crednt Losses on Financaal
Instrumenis,” This ASU amends several aspects of the
measurement of credit losses on financial instrements,
including replacing the existing incurred credit loss model
and other models with the Current Expected Credit Losses
{CECL) model and amending certamn aspects of accounting
for purchased financial assers with deterioration in credit
quality sinde eriginanon.

Under CECL, the allowance for losses for financial assets
thar are measured at amorieed cost reflects management’s
eatimare of credin losses over the remaining expected life of
the financial assets. Expecied credit losses for newly
recopnized financial assets, as well as changes to expected
credit losses during the period, would be recognized in
earnings. For cemtam purchased financial assets with
detenioration in ¢redit quality since ongination, an mitial
allowance wonld be recorded for expecred credit losses and
recognized as an increase to the purchase price rather than
as an expense. Expected credic losses, including losses on
off-balance-sheet exposures such as lending commitments,
will be measured based on historical expenence, current
conditions and forecasts thar affect the collectabiliny of the
reported amount,

The ASU is effective for the firm in Janwary 2020 under a
modified retrospective  approach. Eady  adoption is
permitted in January 2009, Adoption of the ASU will result
in earlier recognition of credit losses and an increase in the
recorded allowance for cemain purchased loans with
detenioration in credit quality since origination with a
cornesponding ncrease to their gross carrving valoe, The
impact of adoption of this ASU on the firm’s financial
condition, resilts of operations and cash Mows will depend
on, among other things, the economic environment and the
type of financial assets held by the firm on the date of
adoption.

Classification of Certain Cash Receipts and Cash
Payments (ASC 230). In August 2016, the FASE issued
ASU Mo, 2016-15, “Statement  of Cash  Flows
{Topwe 230} — Classification of Certain Cash Receipts and
Cash Pavmemts.” This ASU provides guidance on the
disclosure and classification of certain items within the
sratements of cash flows.

The fiem adepred this ASU n Janvary 2008 umder a
retrospective approach. The impact of this ASU will depend
on the nature of the firm's activities after adoption,
although the firm does not expect the change in
classification to have a material impact on the consolidated
staternents of cash flows.

Goldman Sachs 2017 Foem 10K 118

473/581

oOoOooodn



THE GOLDMAN SACHS GROUP, INC AND SUBSIDIARIES

MNotes to Consolidated Financial Statements

Restrictad Cash (ASC 230). In November 2006, the FASE
msued ASU Moo 2006-18, “Statement of Cash Flows
{Topic 230) — Restricted Cash.™ This ASU requires that
cash segregated for regulatory and other purposes be
included in cash and cash equivalents disclosed in the
statements of cash flows and s reguired to be applied
retrospectively.

The firm early adopred the ASU in December 2006 and
reclassified cash segrepated for regulatory and other
purposes into cash and cash equivalents disclosed in the
comnsolidated statements of cash flows. The impact of
adoprion was a decrease of 53.69 billien and an increase of
$909 million for 2006 and 2015, respactively, 1o net cash
provided by operating  activities. In  addition, in
December 20016, to be consistent with the presentation of
segregated cash in the consolidated statements of cash flows
under the ASL, the firm reclassified amounts previously
included in cash and securities seprepated for regulatory
and other purposes into ¢ash and cash equivalems,
securities purchased under agreements 1o resell, securities
borrowed and financial instruments owned in the
comsolidated statements of financial condition. Previously
reported amounts in the consolidated statements of cash
flows and notes to the consolidated financial statements
have been cenformed 1o the current presentation.

Clarifying the Definition of a Business (ASC 805). In
Januvary 207, the FASB isuved ASU Mo, 201701,
“Business Combinations (Topic 805) — Clarifving the
Definition of a Business,” The ASU amends the definition
of a business and provides a threshold which must be
considered to determine whether a transaction s an
acquisition {or disposal) of an asset or a business.

The firm adopted this ASU in January 2018 under a
prospective approach. The impact of this ASU will depend
on the nature of the firm's activities after adoption,
although the firm expects that fewer transactions will be
rreated as acquisitions (or disposals) of businesses,

Simplifying the Test for Goodwill Impairment
(ASC 350). In Janwary 2017, the FASB issued ASU
No, 200704, “Imangibles — Goodwill and Other
(Topic 350} — Simplifving the Test for Goodwill
Impairment.” The ASU simplifies the guanticative goodwill
impairment test by eliminating the second step of the test.
Under this ASU, impairment will be measured by
comparing the estimated fair value of the reporting wnit
with s carrying value,

The ASU is effective for the firm in 2020, The firm early
adopred this ASU in the fourth quarter of 2017, Adoption
of the ASU did not have a marterial impact on the results of
the firm's goodwill impairment rest,
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Clarifying the Scope of Asset Derecognition Guidance
and Accounting for Partial Sales of Nonfinancial
Azsets [ASC 810-20). In February 2017, the FASE 1sswed
ASL Mo, 200705, “Other Income — Gains and Losses
from the Derecognition of Nonfinancial Assers (Subtopic
610-20) — Clarifving the Scope of Asset Derecognition
Gudance and Accounting for Partial Sales of Nonfinancial
Assets.” The ASU clanfies the scope of puidance applicable
to sales of nonfinancial assets and also provides guidance
on accounting for partial sales of such assers,

The firm adopted this ASU in Janwary 2018 under a
modified rerrospective approach. Adoprion of the ASU did
not have an impact on the firm's financial condition, results
of operations or cash flows.

Targeted Improvements to Accounting for Hedging
Activities (ASC B15). In August 2017, the FASE issued
ASU Moo 20M7-12,  “Derivatives  and  Hedging
(Topic 815) — Targeted Improvements to Accounting for
Hedging Activities.” The ASU amends certain of the rules
for hedging relationships and expands the tvpes of
strategies that are eligible for hedge accounting treatment to
more closely align the results of hedge accounting with risk
MATIREMEnt Aciivilics,

The firm early adopted this ASU in January 2018, Adoption
of this ASU did not have a material impact on the firm's
financial condition, results of operations or cash flows.

Reclassification of Certain Tax Effects from
Accumulated Other Comprehensive lncome [ASC
220). In February 20018, the FASE issued ASU No. 2018-02,
“Income Statement — Reporting Comprehensive Incoms
(Topic 220} — Reclassificarion of Cemain Tax Effects from
Accumulated Other Comprehensive Income,™ This ASU
permits a reporting entity o reclassify the income tax
effects of Tax Legislation on items within accumulated
other comprehensive income to retained earnings.

The ASU is effective for the firm in Januwary 2019 under a
retrospective or a moedified retrospective approach. Early
adoption 15 permitted. Since this ASU only permis
reclassification within shareholders’ equity, adoption of
this ASU will mot have a materal impact on the firm's
financial condition,
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MNote 4.

Financial Instruments Owned and Financial
Instruments Sold, But Not Yet Purchased

Financial instruments owned and financial instruments
sold, but not yet purchased are accounted for at fair value
either under the fair value option or In accordance with
other U.5. GAAP. See Note 8§ for infermation about other
financial assets and financial habilities at fair value,

The table below presents the firm's financial instruments
owned and financaal mstruments sold, but not yet purchased,

Fruaneial
Inatruments
Financal Soid, Blur
Irstrumenss Hat Vet
§ in meliong Chaemiind Fierc hargand
As of Decernber 2017
Money market instrements 5 1608 ] -
Caindipmimang and spancy obhialanns
(R T6 A8 17,911
Mol & 33956 2331
Loans and sacurites baciked by
Commnarcial real astata 3436 1
Ragdanual real o3 11.5%% -
Corporata loans an cunities 33 68% 7.15%
State and municipal obagaions 1471 -
Cithar dett obligations 2.164 1
Eoquity sarcunias 98,132 27 ERZ
Commodities 3154 40
Invastirients in Tunds 8t LAY 4 556 -
Suliotal 268,651 72,299
Dt 2 47.337 29,631
Total 5315988 5111530
5 108 i -
18627
20, 502
Loans and ascunibas backad by
Commarcial real estata -
Fasdannal raal §31606 3
Corporate loans and dabl securties 6,570
State snd msnicipal obbgaions
Othar debd obligations i
Equity secuntas 25,041
Commcadities -
Innvastmients in Tunds 8t MAY -
B8 644
47,430
2117143

In the table above:

* Money market instruments includes commercial paper,
certificates of deposit and time deposits, substantially all
of which have a maturity of less than one year.

+ Equity securities includes public and private equities,
exchange-traded funds and convertible debentures. Such
amounts include investments accounted for at famr value
under the fair value option where the firm would
otherwize apply the equity method of accounting of
S8.4% billion and $7.92 billion as of December 2017 and
December 2016, respectively.

Gains and Losses from Market Making and Other
Principal Transactions

The table below presents market making revenues by major
product type, as well as other principal transactions
TEVETIS,

Yobr [Endied Dacarmin:
£ i midons 2m3F 2006
ash rake £ 5408 £11.97%

01 1,854
(2.249) B,158
3162 1073
Commodiies G40 1,027
Market making 7.660 9.9%%
Other principal transactions 5,258 3,200 5,018
Tatal §12916  £13,13% $14.541
In the table above:

Gains/{losses) include both realized and wnrealized gains
and losses, and are primarily related to the firm's financial
imstruments owned and financial mstruments sold, b
ot vel purchased, meluching both  dervative  and
non-derivative financial instrumenrs,

Gamsf{lowses) exclisde related interest income and mterest
expense, See Mote 23 for further informarion about
interest income and interest expense,

GCainsfilosses) on  other principal transactions  are
included in the firm's Investing & Lending segment. See
Mote 23 for net revenues, including net interest income,
by pro<duct type for Investing & Lending, as well as the
amount of net interest meome mcluded in Investing &
Lending.

Gams/{losses) are not representative of the manner in
which the firm manages its business activities because
mamy of the firm"s market-making and client facilitation
seategies urilize financial mstruments across various
product types. Accordingly, gains or losses in one product
type frequently offset gains or losses in other product
types. For example, most of the firm's longerterm
derivatives across product types are sensitive 1o changes
in imterest rates and may be economically bedged with
interest rate swaps. Similacly, a significant portion of the
firm's cash instruments and derivatives across product
types has exposure to foreign currencies and may be
econemically hedged with foreign currency contracts.

Geoldman Sachs 2017 Feerm 10K, 117
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Note 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 transfer a
liabilty i an  orderdy transaction berween  market
participants at the measurement date, Financial assers are
marked to bid prices and financial liabilities are marked 1o
offer prices. Fair value measurements do not include
transaction costs, The firm measures certain financial assets
and financial babilities as a portfolio (Le., based on its net
exposure to market andlor credit risks).

The best evidence of fair value s a quoted price in an active
market. If quoted prices in active markets are not available,
fair value s determined by reference to prices for similar
nstruments, quoted prices or recent transactions i less
active markets, or internally developed models thar
primarily use market-based or independently sourced
nputs  mchsding, but not Lmited to, interest rates,
volatillities, equity or debt prices, foreign exchange rates,
commodity prices, credit spreads amd funding spreads (1.,
the spread or difference berween the interest pate a1t which a
borrower could finance a given financial instrament relative
to a benchmark interest rate}.

LL5, GAAP has a three-level hierarchy for disclosure of fair
value measurements. This hierarchy prioritizes inputs to the
valuation techniques used to measure fair value, giving the
highest prierity to level 1 inputs and the lowest priority to
level 3 mputs. A fmancial instrument’s level m this
hierarchy 15 based on the lowest level of mput thar s
significant to its fair value measurement, In evaluating the
significance of a valuarion input, the firm considers, among
other factors, a portfolio’s net risk exposure to that input.
The fair value hierarchy is as follows:

Level 1. Inputs are unadjusted quoted prices in active
markets to which the firm had access at the measurement
date for identical, unrestricted assets or liabilities.

Level 2. Inputs to valuation techniques are observable,
either directly or indirectly.

Leval 3. One or more inputs to valuation techniques are
significant and unobservable.
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The fair values for substantially all of the firm's financial
assets and financial habilities are based on observable pnces
and inpurs and are classified in levels 1 and 2 of the fair
value hierarchy, Certain bevel 2 and level 3 financial assets
and financial liabilities may require appropriate valuation
adjustments that a market panicipant would require to
arrive at fair value for factors such as counterparty and the
firm"s credit quality, funding risk, transfer restnctions,
Bigquidity and bidioffer spreads. Valuarion adjustments are
generally based on marker evidence,

See Motes & through 8 for fumther information abowt fair
value measurements of cash instruments, denvatives and
other financial assets and financial habilities at fair value,

The table below presents financial assers amd financal
liabilities accounted for at fair valee under the fair value
option of inaccordance with other US. GAAP.

B of Db

£ in melfons 2017 il
Todal el 1 financead assats $155.086 5105400
Total el 2 Ninancsl asspls 195 BOE 410, 5885

111 158,20 13,280

Todal ksval 3 financsl 4%

Inwastmants in Tunds at MV 4,596 6,465
Countarparty and cash collaten nattng [56.356) 7.0
Total financial assots at fair vabue $518,123 3497600
T TN T R T T T T T T T T TR T TR T T T TN T TR
Teal assets S916.TPE SRS 6
Toial bl 3 finance sssats divced by

Total assats 21% 271%

Taital financial assats &l fax valua 3.7 4 7%
Todal bawel 1 financesl labditias % 63,589 5 60504

Tonal kyeal 2 financesl |sbelitins 261,718 Faz2,027

Teal byval 3 finances! |abditios 19,620 20,448
Counterparty and cash collateral nattng (%9 856} {44, GLE)
Total financial liabilities at fair value 5305062 3070004
Total bl 3 findncesl |mbelifes dradad by

total financsd kabdities at fair value 6.4% 7 A%
In the table above:

* Counterparty netting among positions classified in the
same bevel is included in that level.

+ Counterparty and cash collateral netting represents the
impact on derivatives of netting across levels of the fair
value hierarchy.
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The table below presents a summary of level 3 financial
assets,

Az of Decarbe:
F iy el 2097 06
Cash nstruments 515355 F18.055
Carrvatives 3,802 =]
_G'.h:l.' fira recadi] 55815 4 =R
Tatal §15.201 RN

Level 3 financial assets as of December 20017 decreased
compared with December 2016, primarily reflecting a
decrease m kevel 3 cash imstruments, See Notes 6 through 8
for further mformation abour level 3 financial assets
{including information about unrealized gains and losses
related ro level 3 financial assets and financial liabiliries,
and transfers im and out of level 3.

Note &,
Cash Instruments

Cash instrumemts include U.S. government and agency
obligations, non-10.5%, government and agency obligations,
morgage-backed loans and securities, corporate loans and
debt securities, equity securities, investments in funds ar
MNAV, and other non-derivative financial instruments
owned and financial instruments sold, but not yet
purchased. See below for the tvpes of cash mstruments
ncluded in each level of the fair value hierarchy and the
valuation technigues and significant  inpurs  wsed 10
determine their fair values, See Mote 5 for an overview of
the firm's fair value measurement policies.

Level 1 Cash Instruments

Level 1 cash instruments include cemain money market
instruments, U.5. government obligations, most non-UL5.
government  obligations,  certain - government  agency
obliations, certain corporate debt securities and actively
tradded histed equitics, These instruments are valoed using
quoted prices for wlentical 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 debe
instruments based on both the average daily trading volume
and the number of davs with trading activity.
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Lewvel 2 Cash Instrumants

Level 2 cash instruments mclude most money market
instruments, most government agency obligations, certain
non=U.5, government obligations, most mortgage-backed
loans and securities, most corporate loans and debt
securities, most state and municipal obligations, most other
debt obligations, restricted or less liquid listed equities,

commoditics and certain lending commitmenis.

Valuations of bevel 2 cash instruments can be verified to
quoted prices, recent trading actwvity for identical or simalar
instruments, broker or dealer quotations or alternative
pricing sowrces with reasonable levels of price transparency.
Consicleration 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
SOLFCES,

Valuation adjustments are typically made to level 2 cash
instruments (i) if the cash instrument is subject 1o transfer
restrictions andfor (i) for other premivms and liguidity
decounts that a market participant would require to arrive
at fair valwe, Valuation adjustments are generally based on
market evidence,

Level 3 Cash Instruments

Level 3 cash instruments have one or more significant
valuation inputs that are not observable. Absent evidence to
the contrary, bevel 3 cash instruments are initially valued at
transaction price, which is considered to be the best initial
estimate of fair value. Subsequently, the finm uses other
methodelogies to determine fair value, which vary based on
the type of instrument. Valuation nputs and assumplions
are changed when corroborated by substantive observable
evidence, including values realized on sales of financial
assets.

Valuation Techniques and Significant Inputs of
Leval 3 Cash Instruments

Valuation technigues of level 3 cash instruments vary by
ingtriment, bt are generally based on discounted cash flow
technigques. The valuation techniques and the nature of
sipruficant mputs used to determune the fair values of each
tvpe of level 3 cash instrument are described below:

Loans and Securities Backed by Commercial Real
Estate. Loans and securities backed by commercial real
estate are directly or indirectly collateralized by a single
commercial real estate property or a portfolio of properies,
and may clude tranches of varving levels of
subardination. Signilicant mpuls are generally determimed
based on relative value analvses and include:
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+ Transaction prices in both the underlying collateral and
imstruments  with the same or similar  onderying
collareral;

Market yvields implied by transactions of similar or relaved
assets andlor current levels and changes in market indices
such as the CMBX {an index that tracks the performance
of commercial morigage bonds);

A measure of expected future cash flows in a defaul
scenario {recovery rates) implied by the value of the
underlying collateral, which is mainly driven by current
performance of the underlying collateral, capitalization
rates and multiples. Recovery rates are expressed as a
percentage of notional or face value of the instrument and
reflect the benefit of credit enhancements on certain
st raments; and

&

Timing of expected future cash flows [duration) which, in
certain cases, may incorporate the impact of other
uncbservable inputs (e.g., prepayment speeds).

Loans and Securities Backed by Residential Real
Estate. Loans and securities backed by residential real
estate are directly or indirectly collateralized by portfolios
of residential real estate and may inclede tranches of
varying levels of subordinatton. Significant inputs are
generally determined based on relative value analyses,
which incorperate compansons to instruments with simalar
collateral and risk profiles, Significant inputs inchade:

= Transaction prices in both the underlving <ollateral and
instroments with the same or similar  underdying
collareral;

&

Marker vields implied by rransactions of similar or related
assels;

Cumulative loss expectations, driven by default rates,
home price projections, residential property liguidation
timelines, related costs and subsequent recoveries; and

&

Duration, driven by underlying loan prepayment speeds
and residential property liquidation timelines.

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 analvses,
which incorporate comparisons both 1o prices of credin
default swaps thar reference the same or similar underlying
insteument or entity and to other debt instraments for the
same issuer for which observable prices or  broker
quotations are available. Significant inputs inclsde:

Market vields implied by transactions of similar or relared
assets andfor current levels and trends of market indices
such as CDX and LCDX (indices that track the

performance of corporate credit and loans, respectively):
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Current performance and recovery assumptions and,
where the firm uses credit default swaps to value the
related cash mstrument, the cost of borrowing the
underlving reference obligation; and

= Duratien.

Equity Securities. Equuy securities includes private equity
securities and convertible debentures, Recent thied-pany
complered or pending rransactions (eg., merger proposals,
tender offers, debt restructurings) are considered to be the
best evidence for any change in fair value. When these are
not available, the following valuation methodologies are
used, as appropriate:

+ Industry multiples (primarily EBITDA mulbtiples) and
public comparables;

= Transactions in similar instruments;
« Discounted cash flow rechmigues: and
« Third-party appraizals,

The firm also considers changes in the owtlook for the
relevant industry and financial performance of the issuer as
compared to projected performance. Significant inputs
include:

« Market and transaction multiples;
+ Discount rates and capitalization ratess and

* For equity securities with debi-like features, marker vields
implied by transactions of similar or related assers,
current  performance and recovery assumptions, and
duration.

Other Cash Instruments. Chlser cash instruments consists
of non-1.5. government and agency obligations, state and
municipal  obligations, and  other debt  obligations.
Significart  mputs are generally  determined based on
relative value analyses, which incorporate comparisons
both 1o prices of crediv default swaps that reference the
samve of similar underlying instrament or entity and to
other debt instruments for the same msuer for whech
observable prices or broker quotations are available.
Significant inputs include:

+ Market yiclds implied by transactions of similar or related
assets andfor current levels and trends of marker indices;

« Current performance and recovery assumptions and,
where the firm uses credit default swaps to value the
related cash mstrument, the cost of borrowing the
underlying reference ebligation; and

= Duration.
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Fair Value of Cash Instruments by Lavel

The tables below present cash instrument assets and
Labilities at fair value by level within the fair value
hierarchy.

Az ol Decombar 2017
£ in milfons Lewal 1 Lawal 2 Leval 3 Toal
LELEE]
Moy rrarkal insiureanis & 198 § 1.20% § 1§ 1.608
Gowsmmmant and agency obbkgatons
s 50,796 Fh.6EF - TEATE
HoneLL S ZLOT0 6 R 4  328%5
Lears and socwthes backad By
Commascial real o5 tate = 2310 1,926 3436
Bk henisl ias aatihe = 11,325 (=51 11,583
Corpo it boddd &nd dabit
SEOUrlies ™ FaRE) LIT0 TAEED
State ard rufetips obligaton - 1.4 T 141
Citrer db? obbgatiors - 1.E1Z 152 2164
Exquity saciamtios TE044 10984 9904 SEN3Z
Cprnrned it - ERE] - 3454
Subiotal FI55.060 $9R.600 15300 HI64,055
Irseaestrnsnts in fungs ot BANY 4,596
Totsl cash indtrarmint saaats SRS
Liabdities
Govemmeant and sgancy obEgatons
s S(U7.R450 8 [66) S - {12.91]
{2620k (1,491) - {2331]
= 34 = il

SRS [2F [P0 B2 [P%3)
Citbvar dhivh? obibgatia e - (1 - (1]
Equity Sacuiles {23, BEG) - [16) {231ERZ]
Camnmadilied - 140 - (40
Todal cash mstrurment habilittes § (63,6330 § (BLE0E) 5 [68] S{72.209]

Az of December 2086

Fom rlbng Lol 1 Lowal2  Leval3 Tesl
Assats
Morwry ekt ing nements £ 193 51,1 % b ]
Governmard snd sgancy sbbgatons

U5 35704 22403 - BT.BET

horell S 243 BAE 16 26381
Loams snd sacielins hacbad by

Commercis! resl e iate - 2187 1645 2842

Fasdennal raal astate - 11380 BB 1215
Corparate leans and debl

SHCUMWE 215 23804 4840 28655
Stato nrd mynacipal obligations =15] £2] 1085
Cithar dabt obbgatiors - al [ 1,383
Ecuity tacufilns FL.278 TAES A0, 26 A4 850
L83y Ty Wra THT EEE3 EGE3
Sublotal 5135356 32414 518,025 BR5815
Irmseiestrmnts in Tunds at LAY B A58
Total cagh instuman assets $2487 080
—
Liabditias
Gawarnirn r and s noy shlgatons

Lk SMEEIENE [N2E $116.627)

Momell S 9,837 [1,384) i1 20502
Leans and sacieins bechad by

riuha il rodl o e - 3l - 3}
Conporate kans and debl

SEEUTH 2y 1553 144 5570}
Ontnvar dabit obbgations [l - (14

125, e 11551 17 258411
F 1615220 § [ROG0) §  162) 369644

Equity secusies
Teda!l cash insinurnant kehiles
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In the tables above:

Cash instrument assets and liabilities are inclueded in
financial instruments owned and financial instruments
sold, but not vet purchased, respectively.

+ Cash mstrument assets are shown as positive amounts
and cash wstrument Labiliies are shown a8 negative
AMSUNIS,

Money markel instruments ncludes commercial paper,
certificates of deposit and time deposits,

Equity securities mcludes public and private equities,
exchange-traded funds and convertible debentures,

As of both December 2017 and December 2016,
substantially all of the frm's level 3 equily securities
consisted of private equity securities.

Toral cash instrument assets included collateralized debt
obligations (CDOs) and collareralized loan obligations
{CLOs) backed by real estate and corporate obligations of
5918 mullion and %461 milbon in level 2, and
8250 mullion and 5624 million n level 3 as of
December 2017 and December 2016, respectively,

Geoldman Sachs 2017 Feem 10K 11
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THE GOLDMAN SACHS GROUP, INC AND SUBSIDIARIES

MNotes to Consolidated Financial Statements

Significant Unobzervable Inputs

The table below presents the amount of level 3 assets, and
ranges and weighted averages of sigmificant unobservable
inpals vsed 1o valee the firm's level 3 cash instruments,

Lerotl 3 Assits and Rar-:a o Tagprel s Lok v pliy
Prguts Wesghted Aodesos) as of Dacermbe

¥ im el T e
Loans and secunties badied by commaercial real astate

Linvasl 3 desiapts 51126 £1.845
Tald A6% 1o Z2.0% 13.4%) 3 7% 0 Z30% 130%)
Recenarny fate 1A% to BRLO% (41E%) 9% o E0% BOA%)
Driration tyaars] RG22} OEE2 1)
Loans and secunties badkied by residential real estate

Letsal 3 aassls BhGE 845
Tazld 2.3% to 15.0% [B.I%) 0 EW 10 156% (B 7%
Curnulatve bss rate  TL6% to dR0% (21.8%) 29% to 47 1% 04 2%
Druration tyears) 0.7 e 14.0 (6.9} 1.1 ko 16.1 (7.3}
Corporate loans and dobit sscuriites

Lewal 3 asseis 83270 §4.640
Tiald 6% to 24.5% N3N} 25% 1o 250% (10 3%
Racowany mle OL0% to 863 (B2 8%} O0% B0 85 0 [BE 5%
Druration tyears] 05 1o F6 (3.2} G 187 29}
Equity securities

Lava! 3 amsals 59,904 0263
Muftmlas 1.9x to 30 Gx {8 Su) 0 B o 15 T B2 Sl

Deeount ratetpedd
CapahIalan f5%

3.0% 1o 20.0°% (N4.0%) & 5% 1o 250% |16 0%]
4.3% to 1200 (B.1%) 4 2% 1012 5% (69%]

‘Orthor cash instruments.

Lizwoisl 3 gl 2T 642
Yaxld 4.0% to V175 BA%) 1 9% 10 14.0% B A%l
Rcovary fate MO 00% 0 230% 51 4%

[ruration dyears] 3.5 10 11.4 (5.1} 08 120043

In the table above:

+ Ranges represent the significant unobservable inparts thar
were used in the valuation of each type of cash
Imest Fuament .

+ Weighted averages are calculated by weighting each input
by the relative fair value of the cash instruments.

+ The ranges and weighted averages of these inputs are not
representative of the appropriate mputs to use when
cakulating the fair value of any one cash instrument, For
example, the highest multiple for private equity securities
is appropriate for valuing a specific private equity security
but may not be appropriate for valuing any other private
equity security. Accordingly, the ranges of inputs do not
represent uncertainty in, or possible ranges of, fair value
mieasurernents of the firm’s level 3 cash instruments.
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Increases in vield, discount rate, capitalization rate,
duration or cumulative loss rate used in the valuation of
the firm's kevel 3 cash imstruments would result in a lower
fair value measurement, while increases in recovery rate
or multiples would result in a higher fair value
measurement. Due to the distinctive nature of each of the
firm's level 3 cash instruments, the interrelationship of
mputs 15 not necessanly uniform within exch product
type.

Equity securities includes private equity securities and
convertible debentures.

» Loans and securities  backed by commercial and
residential real estare, corporate boans and debq securites
and other cash imstruments are valued using discounted
cash flows, and eguity securities are valued using market
comparables and discounted cash flows,

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

Recovery rate was not significant to the valuation of
level 3 other cash instrument assets as of December 2017,

Transfers Batween Levels of the Fair Value Hierarchy
Transfers between levels of the fair valuwe hicrarchy are
reported at the beginning of the reporting period in which
they occur. See “Level 3 Rollforward™  below  for
information about transfers between level 2 and level 3.

During 2017, transfers mto level 2 from level 1 of cash
instruments were $63 million, reflecting reansfers of public
equity securities due to decreased marker activiry in these
instruments. Teansfees into level 1 from level 2 of cash
istruments during 20017 were 5154 million, reflecting
transfers of public equity securities due to increased market
activiey in these instruments.

During 2016, rransfers into level 2 from level 1 of cash
instruments were S135 million, reflecting transfers of
public equity securities due to decreased market activity in
these instruments, Transfers into level 1 from level 2 of cash
instruments during 2006 were 5267 million, reflecting
transfers of public cquity securities due to increased market
activity in these instruments.
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THE GOLDMAN SACHS GROUP, INC AND SUBSIDIARIES
Motes to Consolidated Financial Statements

Leval 3 Rolforward
The table below presents a summary of the changes i fair
value for level 3 cash instrument assets and habalities,

Tiast Erechioed Dscarmllns

The table below disaggregates, by product type, the
nformation for cash instrument assets mcluded in the
summary table above,

F irv resl iy 27 16 Weugd [l Larrbead
Total cash instrumant assats £ in milfons 2017 208
Bagrining balanca $18.035 31203 Loans and securities backed by commercial real estate
et raalizad gainsilioasas) 413 574 Baginning baanca 5 1,645
v - 2 b L
iritaaled gaenskesses) 114 =57 Mat reafized gainafiosses) 35
Furchases 1635 .f-f:"-r Mal unrealized gamailiossesh M
Shlos [3.315) 12,326) Purchssas 176
Settlements [2,265) 13,5001 Salus 1219)
Transfors inlo lowel 3 3,408 Satiements i592)
Tra.'-_','esi cut of level 3 Translars inlo bl 3 141
Ending balance Transfars o 1231)
Total cash instrument liabilities Ending balance % 1,128
mng Dence Loane and securitios backed by residential real estate
liza gainsh "_‘7'““' =) . Bapasing batancs £ B4t £ 1,785
Mod untealized gamnsflsses] het realized gainsfllosses) 37 &0
Flrchases Pt wnripalized gainaTosss) 9% 76
ok Purchases 68 o
Bl Salas {248) 721}
Ly T Sattlemants 1104} (78
Transfers out of lewd Transfers into bavel 3 21 73
End'ﬂ balance Translars gt of lawel 3 E’!I [0
Ending balanes § BER ©  Aas
In the table above: Corparate loans and debt securities
Baginsing batancy S 484D 1R 247

* Changes in fair value are presented for all cash instrument
assets and liabilities that are classified in level 3 as of the
end of the period.

Met unrealized gains/{losses) relates vo instrumems tha
were still held at period-end.

-

Purchases includes originations and secondary purchases.

If a ¢cash instrument asset or hability was transferred 1o
level 3 during a reporting period, its entire gain or loss for
the period is classified in level 3. For level 3 cash
instrument  assets, increases are shown as  positive
amounts, while decreases are shown as negative amounts.
For level 3 cash instrument Liabilities, increases are shown
as negative amoumts, while decreases are shown as
POSILIVE AMOUNTS.

-

Level 3 cash instruments are frequently econemically
hedged with bevel 1 and level 2 cash instruments andfor
level 1, level 2 or level 3 derivatives. Accordingly, gains or
losses that are classified in level 3 can be partially offset
by gains or losses attributable to level 1 or level 2 cash
instruments andfor level 1, level 2 or level 3 derivatives.
As a result, gans or lesses included o the level 3
rollforward below do not necessarily represent the overall
impact on the firm's results of operations, liquidity or
capital resources.

Wet reahized ganallosses] 145 261

Net unreslzed gaina/lossas) {13} £’
Purchases 5B 1,078
Salas 11,003) 165
Saliamanty

Transfars into kawal 3

Translons out of Fawal 5

Ending balanca

Equity securities
Baginning balanca

st reafized gainallosses)

het unrealized gains/lossash
Sattemants

Translars inlo vl 3
Transfers o fawal 3

Endirli balance

Other cash Instrumeants
Badpasimng batincs
et reahzed gainsd
Mt unrgaligod gamsTiogsmes)
Purchases

5 L}

Saty
Transfers inbo bewel 3
Translors out of Bwel 3
Ending balance
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Laval 3 Rolforward Commaeantary

Year Ended December 2017, The net realieed and
unrealized gains on level 3 cash instrument assets of
$1.56 billion (reflecting $419 million of net realized gains
andd 51,14 billion of net unrealized gains) for 2007 included
gainal{losses) of approvimately $(99 million, $1.13 billion
and 5532 million reported in market making, other

principal transacitons and interest income, respectively.

The net unrealized gains on level 3 cash instrument assets
for 2017 pnmarily reflected gains on private equity
securities,  principally  driven by stromg  corporate
performance and company-specific events.

Transfers into level 3 during 2007 primarily refleced
transfers of certain corporate loans and debt securities and
private equily secuntics from kevel 2, poncipally doe 1o
reduced price transparency as a result of a lack of markes
evidence, including fewer market transactions in these
instmaments,

Transfers out of level 3 during 207 primarily reflected
transfers of certain corporate loans and debt securities and
private equity securities to level 2, principally dwe 10
inereased price transparency as a result of market evidence,
including market transactions in these instruments, and
transfers of certain corporate loans and debt securities to
level 2, principally due to centain unobservable vield and
duration inputs no longer being significant to the valuation
of these instruments.

Year Ended December 2016. The net realized and
unrealized gains om level 3 cash instrument assets of
5971 mullion {reflecting $574 nullion of net realized gains
and 5397 million of net unrealized gains) for 20016 ncluded
gaina(losses) of approximanely ${3 11} million, $625 million
and 3657 million reported in market making, other principal
transactions and interest income, respectively.

The net unrealized gains on level 3 cash instrument assets
for 2016 primarily reflected gains on private  equity
securities, principally  driven by  stromg  corporate
performance and company-specific events.

Transfers o level 3 during 20016 primarily reflecred
transfers of certain private equity securities, corporate loans
and debt secunties, and loans and securities backed by
commercial real estate from level 2, principally due 1o
eeduced price transparency as a result of a lack of mardker
evidence, including fewer market transactions in thess
instruments.

Transfers out of level 3 during 2006 primarily reflecred
transfers of coriain private equity securities, corporate loans
and debt securities, and loans and securities backed by
residential real estate to level 2, principally due to increased
price transparency as a result of market evidence, meluding
markel transactions in these instruments,
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Available-for-Sale Securnities
The table below presents details abowt cash instruments
that are accounted for as available-for-sale.

Wegtiod
drocoed Far  dworage
£ v milorny Cema Walun ikl

fis of Decomber 2017

Lz thanm & yaars
Giraaler 1han B years

53,634 SLEOD  1.95%
AT GEZE RA%

Total U5 gosernment cbligations 901 G022 223%
Lass than & yaars m 1% ndin
Carmalar 1han B yeais 13 236 A6X%

Total sther awsilable-for-sala securities
Total available-for-sale securities

™z I AI0n
0,703 02710 2270

Az of Dacambar 2016

Lo than & poars £ M5 24 0L3%
Total LS. govermmsant obigalors F 2 D&k
Lees than G yaars e il 211
Grgater than & s 24 32 J9E%,

Total othar avalable-for-sale sacurties
Tatsd availabla-lor-sala secuntus

[ 65 303%
§ B9 % ;| PRIl

In the table above:

= LS government obligations were classified in level 1 of
the fair value hierarchy as of both December 2007 and
December 2016,

Other available-for-sale secorities inclsdes corporate debt
securities, other debt oblganons, securimies backed by
commercial real estate and money market insteuments. As
of December 2017, substantially all of these securities
were classified in level 2 of the fair value hicrarchy. As of
December 20016, these securities were primarily classified
in level 2 of the fair value hierarchy.

+ The gross wunrealized gainsflosses) included in
accumulated other comprehensive loss  related 1o
available-for-sale secunnies were not matenal.
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Investmants in Funds at Net Asset Value Par Share
Cash instruments at fair value include investments in funds
that are measured at NAV of the investment fund. The firm
vses WAV 1o measure the Fair valee of s fund investments
when (1) the fund investment does not have a readily
determinable fair value and (i} the NAV of the investment
fund is caboulated in a manner consistent with the
measurement  principles  of  investment  company
accounting, mcluding measurement of the nvestments at
fairvaloe,

Substantially all of the firm's investments in funds at NAY
consist of investments in [rmesponsored private equity,
eredin, real estate and hedge funds where the firm co-invests
with third-party investors.

Private equity funds primarily invest in a broad range of
industnes worldwide, m<luding  leveraged  buvours,
recapitalizations, growth investmenis and  distressed
investments. Credit funds generally invest in loans and
other fixed income instruments and are focused on
providing private high-vield capnal for leveraged and
management  buyout  transactions,  recapitalizations,
financings, refinancings, acquisitions and restructurings for
private equity firms, private family companies and
corporate issuers. Real estate fumds anwvest globally,
primarily in real estate companies, loan portfolios, debt
recapitalizations and property. Private equity, credit and
real estate funds are closed-end funds in which the firm's
investments are generally not elgible for redemption.
Distributions will be received from these funds as the
underlving assets are liguidared or distribured.

The firm also invests in hedge funds, primarily mulri-
disciplinary hedge funds that emplovy a fundamental
tottom-up investment approach across various asset classes
and strategies. The firm's investments in hedge funds
primarily include interests where the underlving assets are
illiguad in nature, and procesds from redemptions will not
be peceived watl the underlving assets are hquidared or
distributed.
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Many of the funds described above are “covered funds™ as
defined i the Volcker Rule of the US. Dodd-Frank Wall
Sereet Reform and Consumer Protection Act (Dodd-Frank
Act). The Board of Gevernors of the Federal Reserve
System {Federal Reserve Board or FRB) extended the
conformance period to July 2022 for the firm's investments
in, and relationships with, certain legacy “illiquid funds”
{as defined in the Volcker Rule) that were in place prior to
December 20013, This extension 15 applicable 1o
substantially all of the firm’s remaining investments in, and
relationships with, coverad funds in the table below,

The table below presents the fair value of the firm's
investments in funds at NAV and related unfunded
COMMITHENTS.

Foet Wl &f Unfuncisd
F o rvdiiued Erendei frivie® L afreratfran s
As of Decombar 2N7
Frovaze saquity funds £3.478 5 614
Cradil funds 266 585
Heschgen fundds 223 -
Reoal eslate funds 629 2m
Tatal 24,538 51,800
A of Docarmbe: 2016
Private eguity funds 4,628 1,353
Cracht funds a1 165
Hesige funds 410 -
Raal estate funds 1,006 T2
Testa 8 4ER 1,87
Nate 7.
Derivatives and Hedging Activities
Derivative Activitias

Derivatives are instruments that derive their value from
underlying asset prices, indices, reference rates and other
imputs, or a combination of these factors. Dervatives may
be traded on an exchange (exchange-traded) or they may be
privately negotuated contracts, which are usually referred o
as UTC derivatives, Certain of the firm's OTC derivatives
are cleared and  settled through  central  clearing
counterparties (OTC-cleared), while others are bilateral
contracts between two counterparties {bilateral OTC).
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THE GOLDMAN SACHS GROUP, INC AND SUBSIDIARIES

MNotes to Consolidated Financial Statements

Market-Making. As a market maker, the firm enters into
derivative transactions to provide hquidity to clients and to
facilizare the transfer and hedging of their risks. In this role,
the furm typically acts as principal and is required to comamit
capital o provide execution, and mMaRLNs INVEATOrY in
PESPONSE Loy, OF in anticipation of, client demand.

Risk Management. The firm also enters into derivatives 1o
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, i many cases, on either a portfolio or nsk-
specific basis, as opposed ro an instrument-by-instrument
basis, The offsenting impact of this economic hedging is
reflected] in the same business segment as the relared
revenues. In addition, the fiem may enter into derivatives
desipnated as hedges under U5, GAAP. These derivatives
are used to manage interest rate exposure in certain fived-
rate unsecured long-term and short-term borrowings, and
deposits, and to manage foremgn currency exposure on the
net investment in certain non-L15, operations.

The firm enters into various types of derivatives, including:

« Futures and Forwards., Contracts  that  commin
counterparties 1o purchase or sell financial instruments,
commaodities or currencies in the future.

« Swaps, Confracts that require counterparties To
exchange cash flows such as currency or interest payment
streams. The amounts exchanged are based on the
specific terms of the contract with reference to specified
rates, financial instruments, commaodities, currencies or
imdices,

» Qptions. Contracts in which the option purchaser has
the right, but not the obligation, to purchase from or sl
1o the option writer financial instruments, commodities
or currencies within a defined time period Tor a specified
price.

Derivatives are reported on a net-by-coumterparty basis
(i.e., the met payable or receivable for derivative assers and
liabilities for a given counterpary] when a legal right of
setoff exists under an enforceable netting agreement
{counterparty netting ). Denvatives are accounted for at fair
value, net of cash collateral received or posted under
enforceable ¢redit suppont agreements (cash  collaveral
netting). Denvative assers and habilites are mcluded in
financial instruments owned and financial instruments sold,
but not vet purchased, respectively. Realized and uneealized
gaine and losses on derivatives not desipnated as hedges
under ASC 815 are included in market making and other

principal transactons i Note 4,
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The tables below present the gross fair value and the
notional amounts of derivative contracts by major produoct
type, the amounts of counterpany and cash collareral
netting i the consolidated  statements of  financal
condition, as well as cash and securities collateral posted
and received under enforceable eredit support agrecments
that do not meet the criteria for netting under U5, GAAP.

As of Desembar 21T f= of Decarrbor 2006
Derivative Daweativs  Doresion

3 in milfons fissets  Liahilitias Messatn  Lisbdnes
HNaot accounted for as hedges
Excharge-raded 5 == B 5 43 3 e
OTCclaared 5,392 F e - B E-=F 165,548
Blitatarsl QT 2T4.986 MATB0 A000ET7 DERAT
Total intarast rates 280,532 2367 LL0 ST AR RS
OTC-claared B 727 E6T0
Blitstaral OTC 16,966 15,600
Tetal eradit 22,643 21,270

Irwdid 23 353

i =111 847

oTE 54,481 95,127
Total currencios G457 86317
Exchangi-tnadad 4,135 3054
OTC=chanrad 187 197

Bilataral OTC 9748 12,097
Tetal commaditios 14,080 16,148

Excharsge-tretad 0Es2 10,335

Blilateral OTE 40,716 455D

Total squities 51287 55588 4000 GaEol
Subtatal 464484 442610 607607 Gi0dh0
Accounted for as hedges

OTC-thaared 7 - 4,047 156
Bilstaral OTC 2,308 2 4,180 10
Total intorsst rates 2,330 2 B.627 166
T C-Cloared 15 30 30 20
Bilntarsl OTC 34 114 56 &4
Total currencies 48 144 85 104
Subtotal 2370 147 B,612 70

Tatal groas fair valua SABERED S 442657 I V0 3L L6572
Offsat in consalidated statements of inancial conditian
Exx:harage-tradad & (12,963} § (12.963)

I3 @IIn

OTC-cleared 19,2670 {9.267) 71,8840
Bitsberal OTC [347,624)  [381.824) \3REE4T
Counterparty nefting [364,064) [I64.054) (5673300 (567,236
CC-chaared {2423} ey E7.EE (2.5400
Bilabaral QT (ELO49)  [FETE2N  IET.TGAL 00sE

Cash coll ateral netting (B5A72) (389720 165 5000 (47546
Total amounts offset $HA19.526) S403.026) T0G5Z B0 FIE10,204
Included i consalidated statemants of Bnanaal condition

Execharge-traded § 23 § 2233 § R4V 3 204z

OTC-cleared e1] T 46 144
Bilstarsl OTC 44,386 17328 E0.672 45273
Tertal % 47337 § 39611 E ERETZ i 47499
Mot offset in consolidated statements of inandal condition

Cash coligteral & {602y & {2378 3 1535 3 (2085
Sacuntess COllElaa {13,947 {R7Z2) 15518 iN).ZRd)
Tortal $ J278R 5 FSHM § 376G 5 35090
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Mot ional Amounts & of Decernber

$ in mallons 207 2016
Not sccounted for as hadges

E schanga-traced £10.212.510

OTC-clearad 14,739,556

E:Ia‘.mr.-l QT 12,862,328

Tatal interest rates 37,814,334

T Cahipeintd IB5, 163 ITE 437
Bilatgral QTC 868,226 1,045,513
Total credit 1254380 1,424,345
Eschanga-traded 10,450 13,800
OF Cclaarad 98,549 62,733
Bilataral OTC 731516 5576748
Total currencies 7,440,515 5,650,347
Exchange-traded 239,749

OT Ceclparad 3,975

Bilatarsl OTC 20,547

Total commoadities 494 221

Exchanga-raded B5E, 485

E:Ia:e ral QTG 1,127,812

Total equitkes 1,783,297

Subtotal 48.785.876

Accounted for s hedges

QT C-cheanad 52,705 55,328
Bilatgral OTC 15,1688 36,607
Tatal intarest rates 67,973 81,835
OT Ccleared 2,210 1,703
E:Ia'.m.-al Q7 8,347 | hdd
Tatal currancies 10,567 10,247
Subtotal T8.530 102,182
Tatal notional amourts 548,865,346 §41,375,5652
In the tables above:

+ (iross fair values exclude the effects of bath counterpary
netting  and  collateral, and  therefore are  not
representative of the firm's exposure.

Where the firm has received or posted collateral under
credit support agreements, but has not yet determined
such agreements are enforceable, the related collateral has
not been nented,

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

Total gross fair valee of derivatives included derivative
assets and dervarive Rabilities of $11.24 billion and
13,00 billion, respectively, as of Decemnber 2017, and
derivative assets and derivative liabilities of $19.92 billion
and 520.7% billion, respectively, as of December 2016,
which are not subject to an enforceable netting agreement
or are subject 1o a netting agreement that the firm has not
vet determaned to be enforceable,
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During 2017, pursuant to a rule change at a clearing
organization and to an clection under the rules of another
cleanng orgamzation, transactions with such cleanng
organizations are consilersd settled each day, The impact
of reflecting transacrions with these wwo  clearing
organizations as seftled would have been a reduction in
pross derivative assets and liabilities as of December 2016
of 518908 billion and $166.04 billion, respeciively, and a
corresponding decrease in counterparty and cash collateral
netting, with ne impact 1o the consolidated statements of
financial condition,

Valuation Techniques for Derivatives

The firm's level 2 and level 3 derivatives are valued using
derivative  pricing models (eg., discounred cash flow
models, correlation models, and models that incorporate
option  pricing methodologies, such as Monte Carlo
simulations). Prece transparency of derivatives can generally

be characterized by product type, as described below,

+ Interest Rate. In general, the key mputs used to valoe
interest rate derivatives are transparent, even for most
long-dated comtracts, 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 yield curve {(eg., 10-vear swap rate vs. 2-year swap
rate) are more complex, but the key inputs are generally
observable,

+ Cradit. Price transparency for credit defaul swaps,
including both single names and baskets of credits, varies
by market and underlving reference entity or obligation,
Credit  default swaps that reference indices, large
corporates and major sovereigns generally exhibit the
mast price transparency. For credit default swaps with
other underiers, price transparency varies based on credit
rating, the cost of borrowing the underdving reference
obligations, and the availabilty of the undedving
reference obligations for delivery upon the default of the
issuer. Credit defaulr swaps thar reference loans, asser-
backed secunities and emerging market debt instruments
tend to have less price transparency than those that
reference corporate bonds, In addition, mere complex
credit denivatives, such as those sensitive 1o the
correlation berween two or more underlving reference
obligations, generally have less price transparency.

Geoldman Sachs 2017 Feem 10K, 127
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» Currancy. Prices for currency derivatives based on the The sclection of a particular model to value a derivative
exchange rates of leading  indostrialized  nations, depends on the contractual terms of and specific risks
including those with longer teners, are generally mherent in the instrument, as well as the availabilny of
transparent. The primary difference between the price pricing information in the market. For derivatives that
rransparen<cy of developed and emerging market currency rrade in liquid markets, model selection does not involve
derivatives is that emerging markets tend to be observable significant management judgment becasse omputs  of
for contracts with shorter tenors. modeks can be calibrated to market-cleaning levels.

+ Commeodity. Commodity  derivarives  include Valuation models require a variery of inpurs, such as
rransactions referenced to energy (e, oil and natural contractual terms, market prices, vield curves, discount
gasl, metals (e, precious and  base) and soft rates (including those derived from interest rates on

commaoditics {e.g., agricultural). Price transparency varies collateral received and posted as specified in credit support
based on the underlying commeodity, delivery location, agreements for collateralized derivatives), credit curves,

tenor and product quality (eg. diesel fuel compared 10 measures of volatility, prepayment rates, loss severiy rates
unbeaded gasoling). In general, price transparency for and correlations of such inpurs, Signifscant inputs 1o the
commodity derivatives is greater for contracts with valuations of level 2 denivatives can be verified to market
shorter tenors and contracts that are more closely aligned transactions, broker or dealer quotations or other
with major andior benchmark commaodity indsces. alternative pricing sources with reasonable levels of price

transparency. Consideration 15 given to the nature of the
quotations (&g, indicative or firm) and the relationship of
recent market activity to the prices provided from
alternative pricing sources,

+ Equity. Price transparency for equity derivatives varies by
market and underlier. Options on indices and the
commaon stock of corporates included in major equity
imddices exhibit the mest price transparency, Equaty
derivatives  generally have observable marker prices, Level 3 Derivatives

excepd for contracts with long tenors or reference prices Level 3 derivatives are valued using models which utilize
that differ significantly from current market prices. More observable level 1 andlor level 2 inputs, as well as
complex equity derivatives, such as those sensitive to the unohservable level 3 inputs. The significant unobservable
corrclation between two or more individual stocks, mputs used to value the firm's level 3 derivatives are
generally have less price transparency. described below.
Liguidity is essential to observability of all product types. 1f * For the majority of the firm's interest rate and currency
transaction volumes decline, previously transparent prices derivatives classified in level 3, significant unobservable
and other mputs may become unobservable, Conversely, mputs include correlations of cemam currencies and
even highly strectured products may at tumes have trading interest rates (e.2., the correlation berween Euro inflation
volumes large enough to provide observability of prices and and Ewro  interest rates) and specific imterest rate
other inputs. See Note 5 for an overview of the firm's fair volatilities.

value measurement policies.

For level 3 crediv derivatives, significant unobservable

Lavel 1 Darivatives inputs inclede illiquid credit spreads and upfront credit
Level 1 derivatives include shom-term contracts for future pomnts, which are unique 1o specific reference obligations
delivery of securities when the underlying security is a and reference entities, recovery rates and cerain
level 1 instrument, and exchange-traded derivatives if they correlations required to value credit derivatives (eg., the
are actively traded and are valued at therr quoted market Lkebhood of default of the underlving reference
price, obligation relative to one another).,

Level 2 Darivatives ¢ For  level 3 commodiny  Jderivatives,  significant
Level 2 derivatives inclede OTC derivatives for which all unabservable inputs include volatilities for options with
significant valuation inputs are corroborated by market strike prices that differ signifscantly from current market
evidence and exchange-traded derivatives that are not prices and prices or spreads for certain products for which
actively traded andfor that are valued uwsing models that the product quality or physical lecation of the commaodity
calibrate to market-clearing levels of OTC derivatives, i ot aligned with benchmark indices,

128 Goddman Sachs 2017 Form 10-K
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s For level 3 equity derivatives, significant unobservable
mputs generally include equity volatility mputs for
options that are long-dated andfor have strike prices thar
differ significantly from current market prices. In
addition, the valuation 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 basket of stocks to another asset class
such as commeodities,

Subsequent to the initial valuation of a level 3 derivative,
the firm updares the level 1 and level 2 inputs 1o reflec
observable market changes and any resulting gains and
lpsses are classified in level 3. Level 3 inpurs are changed
when coreoborated by evidence such as similar marker
trangactions, third-panty pricing services andfor broker or
dealer quotations or other empirical market data. In
circumstances where the firm cannot venfy the model value
by reference to markel transactions, it is possible that a
different valuation model could produce a materially
different estimare of fair value. See below for funher
information abowt significant unobservable inputs used in
the valuation of level 3 derivatives.

Valuation Adjustments

Valuation adjustments are integral to determining the fair
value of dervative portfolios and are wsed to adjust the
midemarket valuations prodoced by derivative pricing
models to the appropriate exit price valuation, These
adjustments incorporate bidioffer spreads, the cost of
liguidity, credit valuation adjustments and funding
valuation adjustments, which account for the credit and
funding risk inherent in the uncollateralized portion of
dervative pornfolios. The firm also makes funding
valuation adjustments 1o collateralized dervatives where
the terms of the agreement do not permit the firm to deliver
or repledge collateral received. Market-based inputs are
generally wsed when calibrating valuation adjustments to
market-clearing levels.

In addition, for derivatives that include significant
unobservable inputs, the firm makes model or exit price
adjustments to account for the valvation uncertaingty
present in the transaction.
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Fair Value of Derivatives by Laval

The tables bebow present the fair value of derivatives on a
gross basss by level and major product type, as well as the
impact of netting, inclided in the consolidated satemems

of financial condirion.

As ol Docembar 2007
£ i ilions Lawal 1 Lewal 2 Lavel3 Total
Assats
Iritamast rabas § 1B SIEASII & 311 §FEILIGT
Cracht - 19,053 3,640 22,6493
Craniges - a6 401 140 =5, 641
Commodilss - 1,727 63 4,080
Equatis B Gl B 409 51,587
s Tan villg i 451,504 4 853 86 BEY
Countadparcty falhicg m boalk = (A i0E)  [1,061] (3863 1680
Subtetal S 2 5 SOE7E 523,802 5 102,703
Cr pwdl counhaparty nadting (Ea4)
Cash collsteral netting (55472
Mot Tair wailun 5 47,337
Leabalitias
IFtaietd Fats 5 (M) S(E241) S (7] SH2IELITM
Cradi - 19.135) (21350 (212700
Cumenes - {96.160) {221 {BEAST)
Comimadilss - {15.542) B0 116.148)
Equstias (28]  (5n302] [1.658)  (55.588)
Gaoss fair value (561 (4374601 [5141] (442.657)
Countarparty nethng in kel - LI 1050 36360
Subdotal & (56] & (75,351] &i4,090} § (79.497)
Cross-eval countaparty nathing Bad
Cagh collstgml nating 30,572
Nt Fair value £ (38,621}
i3 of Dooorbes 2006
5 i il Lind 1 Lovl T Lanwl 3 Tetsl
Aszals
Irletest fales % 46 TEEEIE E 814 SHOVATE
Crach - 58 4,970 26,387
Currares - 187
Cormmedities - 403
Equities 1 47657 424
Geess Tanr valua &7 690685 8807
Countarparty nething in vals G (sea100) 4.
Sublctal $ 35 F1354Es §$5.190
Cross-level countaparty netting
Cash coltatedal nelting
Mat furvalvs
—
Linbilitias
Iritgsest rates £ 27 BRE7HEN § O (S0E)
Cradh - 08 4TS
Cumenoes = (07,2120 184}
Ciotrirsodita [F3.B21) (330
Equetias 13470 49033 3200
Gaross Taw wilud =04 BA8.508) [7.524)
Counlarparty nalling m ok 12 B4, 100 1,415

Subtatal

Crossdeval coimvapaty naltag

Cash collatesal nelting

a2 L (B4B0R) TE4OT

Nt bar valus

3 (47455
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In the tables abowve:

* The gross fair values exclude rthe effects of both
counterparty nerting and collateral netting, and therefore
are not representative of the fiom®s exposure.

» Counterparty netting is reflected in each level to the extent
that recevable and payable balances are netted within the
s level and is inclisded in counterpany netting in levels,
Where the connterpanmy netting is across levels, the netring
is included in cross-level counterpanty netting.

Dervative assets are shown as positive amounts and
derivative liabilities are shown as negative amounts,

Significant Unobservable Inputs

The table below presents the amount of level 3 assers
(liabilities), and ranges, averages and medians of significant
unobservable inputs used e value the firm's level 3

dervatives.

Lorcad 3 Agents i bk sies]l a0 FI,_m-_;o of Sagndicant
Ubenbeasrenbde Inputs Weanagadednnl m of Decerber

£ mdiees 17 e
intorest rates, not T CET]
Cormalation (100% 1o 98% [TIS/T%) [101% 5o 28 % (8% A%
Walstility fops) 31 1o 150 [B4/78] 31 1 157 [B457]
Cradit, mot 51,505 52504
Cormelabon ZEYN 1o B4 (BYNS60])  35% o 91 % (BERSEER]
Crdil eproads (bps) 1 10 B33 (E94Z] 1w 883 12273
Ukafenl crasdil pannas 0 te 97 [42730) Ot 100 [430385)
Aecowtry mtoes % 10 TY% (BB%/T3%) 1'% w0 87% BAT0%]
Currencies, met ={181) b=
Cotralaton A% 10 T (BIREER]  25% o T0% BOREER]
Commoditses, not 847 L ¥
Vialatilny % 10 THG (2A%/24%])  13% 1o B8 [3SE0%]
rT— - S{2, 38 to 5334 F01 80 o %4 23
Natuea! gas spread
el g3 5 IS, 22)/500.121 E5ID 14¥500 0501
0l sprasd El28E) 1o 52361 ST 0 Sk 2
I?_H-.l?'ﬂ'i‘.ﬁﬁ] (25 HvE6 a3
Equitias, nat 501,245 I
Cormalabon {360 1o 9% [BOHBEN] (3915 o 28 % 1% 1%]
Waladilrby A% 1o T2% [24%/22%) 5% o T0W DAa%SZI%I
Ini the table above:

+ Derivative assets are shown as positive amounts and
derivative liabilities are shown as negative amounts,

+ Ranges represent the significant unobseevable inputs that
were used in the valuation of each type of derivative.

+ Averages represent the anthmetic average of the inputs
and are not weighted by the relative fair value or notional
of the respective financial instruments, An average greater
than the median indicates that the majority of inputs are
below the average. For example, the difference between
the average and the median for credit spreads and o1l
spread inputs indicates that the majority of the inputs fall
in the lower end of the range.

130 Geddman Sachs 2017 Form 10-K

+ The ranges, averages and medians of these inputs are not
representative of the appropriate inputs to use when
caleularing the fair value of any ome derivatve. For
example, the highest corcelation for  imlerest rate
derivatives is appropriate for valuing a specific intenest
rate derivative but may not be appeopriate for valuing any
other interest rate derivative. Accordingly, the ranges of
inpuis do not represent uncertainty in, or possible ranges
of, fair valve measurements of the firm's level 3
derivatives.

Interest rates, currencies and equitics derivatives are
valued using option pricing medels, crediv derivarives are
valued vsing eption pricing, correlation and discounted
cash flow models, and commedities derivatives are valued
using option pricing and discounted cash flow models,

The fair value of any one instrument may be determined
using multiple valuation techniques. For example, opiion
pricing models and discounted cash flows models are
typically used together to determine fair value. Therefore,
the level 3 balance encompasses both of these techniques.

Correlation within currencies and equities inclusdes cross-
product type correlation,

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

Ol spread represents the spread per barrel of oil and
refined products,

Range of Significant Uncbservable Inputs

The following 1s information about the ranges of significant
unobservable inputs wsed to value the firm's level 3
derivative instruments:

« Correlation, Ranges for correlation cover a variery of
underliers both within one product type (eg., equity
index and equity single stock names) and across product
types (e.g., correlation of an interest rate and a currency),
a5 well as across regions. Generally, cross-product type
correlation mputs are wsed to valse more complex
mstruments and are lower than correlation mputs on
assets within the same derivative product type.

Volatility. Ranges for volailiy  cover  numerous
underliers across a variety of markers, maturities and
sirike prices. For example, volatility of equity indices is
generally lower than volatility of single stocks.

Credit spreads, upfront credit points and recovery
rates. The ranges for credit spreads, uplront credit points
and recovery rates cover a variety of underliers {index and
single names), regions, sectors, matunties and credit
qualities (high-vield and investment-grade). The broad
range of this population gives rise 1o the width of the
ranges of significant unobservable inpurs.
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Lavel 2 Rollforward
The table below presents a summary of the changes in fair

+ Commuodity prices and spreads. The ranges for
commodity prices and spreads cover variability i

products, maturities and delivery locations.

Sensitivity of Fair Value Measurement to Changes
in Significant Unobservable Inputs

The following is a description of the directional sensitviry
of the firn's level 3 fair value measurements to changes in
significant unobservable inpurs, in isolation:

value for all level 3 dervatives,

ot Enthindd Dz

£ i o 2007 2006

Total lewal 3 darivatives

Baginning batanca

1119)

121 5 s

Mt raahzed gaina ol

. Mt unrealiped st 5} 4 T

« Correlation. In general, for contracts where the holder Purchases 13ﬁ 15

benefits from the convergence of the underlving asset or Sulas (611) !
index prices {e.g., interest rates, credit spreads, foreign ?T};f’ﬂﬁ"l:iﬁ ol 3 1'121 ,f;:;
exchange rates, mflation rates and equity prices), an Transfors out of kel 3 (58) (144}
mkrease i correlation results inoa higher fair value Ending balanca § jzem 900007
measurement.

I the table above:

Vaolatility. In gencral, for purchased options, an imcrease
in velatility resulrs in a higher fair value measurement,

Credit spreads, upfront credit points and recovery
rates. In geneeal, the fair value of purchased credic
profection increases as cradit spreads or upfront credin
Points inerease or recovery rates decrease. Credit spreads,
upfront credit points and recovery rates are strongly
related to distinctive risk factors of the underlying
reference obligations, which include reference entity-
specific factors such as leverage, volanliay and industry,
market-based risk facrors, such as borrowing costs or
lrquidity of the undedving reference obligation, and
mcroeconomic conditions.

* Commodity prices and spreads. In general, for
contracts where the holder is receiving a commodity, 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.

Due to the distinctive nature of each of the firm's level 3
dermvatives, the interrelationship of inputs is not necessarily
uniform within each product type.

-

Changes in fair value are presented for all derpeative
assers and labilities thar are classified in level 3 as of the
end of the period.

Met unreahzed gainsf{losses) relates to mstruments that
were still held at period-end.

If a derivative was transferred into level 3 dunng a
reporting period, its entire gain or loss for the period is
classified in level 3. Transfers berween levels are reported
at the beginning of the reporting period in which they

THOCIE.

Positive amounts for transfers into level 3 and negative
amounts for transfers out of level 3 represent net transfers
of derivative assets. Mepative amounts for transfers into
level 3 and positive amounts for transfers out of level 3
represent net transfers of derivative habilivies,

A derivarive with level 1 andfor level 2 inpuns is classified
i Bevel 3 in its entirety if it has an least one significant
level 3 input.

If there is one significant level 3 input, the entire gain or
less from adjusting only observable inputs {i.e., level 1
and level 2 inpuis) is classified in level 3.

Gains or losses that have been classified in level 3
resulting from changes in level 1 or level 2 inputs are
frequently offsct by gains or losses antributable to level 1
or level 2 denvatives andfor level 1, level 2 and level 3
cash instruments. As a result, gansflosses) included in
the kevel 3 rollforward below do not necessanly represent
the overall impact on the firm's results of operations,
liguidity or capital resources.

Geoldman Sachs 2017 Feem 10K 13
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The table below disaggregates, by major product type, the
information for level 3 derivatives included inthe summary
table above.

Wt Evadind Dsonrrrbont

£ i mligng 207 e
Intarast rates, nat

Bagmnning balance 5 [381) 5 (356l
et raahzed gainsfloazas [62) 1}
MHat unreabzed gansdlhsses] 20

Purchases 4

Snlag 14
Sattlermants 0

Translerm o kvl 3 {12y

Transfiars oul of hevel 3 5

Ending balance £ [410)

Cradit, net

Bagmning bakmes 52504 LT3
et realized gainsillossas) 42 -
e urnedhled Sinallodsed) {188y 196
Purchasas 20 0
Salps 27 {73
Seltlemnants [739) 1516}
Tranadars into hwal 3 3 178
Transfars oul of hovel 3 {110 (5}
Ending balance 51,505 LA
Currencios, nat

Bagmrung bakncg -1 3 g (x4}
Met reahized gainsikssas) [39) )
It urirgahDed ganallosses] [192) 4z}
Purchasas 4 14
Salas {3) 2}
Saltlemants &2 0
Transfers into lavel 3 [E:1]

Tranaters oul of eyl 3 (i 5]
Ending balance 5 (181) H 3
Commaodities, nat

Bagnning balance § 73 5 (262
Wit faahPed gansiloatas] (E1] 123
het unreabzed gainsd e i
Purchacas 102 24
Snlas {301) 114
Sattlemantis 27 b ]
Transdars ifs kvl 3 [25) 123l
Transfars oul of lewel 3 13 {16}
Ending balance 5 47 i 73
Equithes, met

Bagnning bafncs £(3.418) 1 B0
het neahized gainailoasas) 158) 57
e ynreakied gamsllosses) [282) (&2
Purchacas m 52
Solag [268) 13,3601
Sattlamants 2,565 Tai
Tranaders o awel 3 4 -
Transfars oul of bewel 3 41 [2}
Ending balanca £i1.2449) 313,416
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Laval 2 Rollfarward Commentary

Year Ended December 2017, The net realieed and
unrealized losses on level 3 denvatives of 5555 mullion
(reflecting 119 million of net realieed losses  and
5436 million of ner unrealized losses) for 2017 included
losses of S0 million and 5465 million reported in market
making and other principal transactions, respectively.

The ner unrealized losses on level 3 derivatives for 2017
were primarily attributable o losses on certain equity
derivatives, reflecting the impact of changes in equity prices,
losses on certain currency dervatives, primarily reflecting
the impact of changes in foreign exchanges rates, and losses
on certain credit derivarives, reflecting the impact of tighter
credit spreads, pamially  offssr by gains on cemain
commodity derivatives, reflecting the impact of an increase
in commadity prices.

Transfers into level 3 derivatives during 2017 were not
material.

Transfers out of level 3 derivatives during 2017 primarily
reflected tramsfers of certain credit derivatives assets to
level 2, principally due to certain unobservable inputs no
longer being significant to the valuation of thess derivatives,

Year Ended December 2016 The net realiced and
unrealized gains on level 3 dervatives of 5740 mullion
(reflecting %37 million of mer realized losses and
&777 million of ner unrealized gains) for 2006 included
painaf{losses) of approximately  $880  million and
52400 million reported i market making and other
principal transactions, respectively.

The net unrealized gains on level 3 derivatives for 2016
were primarily attributable to gains on certain eguity
dernvatives, reflecting the unpact of an increase in equity
prices.

Transfers into level 3 derivatives during 20006 primarily
reflected transfers of certain interest rate denvative assels
from level 2, principally duve to reduced rransparency of
certain unobservable inputs uwsed 1o value these derivatives,
and transfers of cerrain credit derivarive assets from level 2
primarily due o unobservable credit spread inputs
becoming significant to the net risk of certain portfolios.

Transfers out of level 3 derivatives during 2016 primarily
reflected tramsfers of certain credit derivatives assets to
level 2, primarily due to unobservable credit spread inputs
ne longer being sigmiicant to the net nsk of certain
porfolios,

490/581

oOoOooodn



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

OTC Derivatives
The table below presents the fair values of OTC derivative
assets and liabilnees by tenor and major product type.

Laviss By 1 - 5 Groaled Lhan
£ in milfons 1 faar Toans 5 Years Total
As of Decermber 2017
Assels
Iistfiasl falas S 3T S5 445  S57200 & TEIE2

TE0 4079 3338 8awWm

12184 6219 7245 75 G4E

3975 2526 181 5842

4,963 5,607 1387 11,963
ity ratlicg inlansrs {3,719} [4.594) {2,807 (11,120}

otal 521,086 529.282  $65.544 5116912
Crosa-1ndd counldnpany natlng [ 16,404 )
Cash oodlataral netiing (85472}
Total £ 45,036
Liabilities

Iftafasl falas S 4017 £ 2471 532153 & 46181
v 2078 3588 1088 6754
3 14328 7118 480 25247
Commodities 3559 1,167 2465 823
Ecuitis 6453 6,647 2381 16481
Countarparty noling intencrs  {3,718)  (4.584) {2807 (11920}
Sulbtolsd §27.264 523 308  B42122 § S2.TM4
Cross-lanor counlenanty nettng {16404}
Cash ooilataral 1 NG [FB.972)
Total § 37358

A% of Decambar 2018
Assats

Imtarast malas

R RRIE ITOE0T RI0R TR

] T

Credd 1,763 2695 d,584

M 18,344 ®.7197 a,

] 32T 1415 174
Eouibips 314 3 749 1,341 13,731
Counterparty nathing in tancrs (3543 (5,550 (3784 112887
Sultonal TIEETE 3477 300,550 TIREESD
Cross-lenar countanparty natbng 117,396
Cash apilatoral mprting B85, 3200
Tatal 3 51,125
Liabilities
Intarast rates
Crasdh

Currencies

Ecquities
Counterpany natling in tanars
Subtatal
Crosa-tanor countanparty nath N

Cash collateral netling

Toeal
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In the table above:

+ Tenor is based on expected duration for morgage-related
credit derivatives and generally on remaining contractual
maturity for other derivatives.

Counterparty netting within the same product type and
tenor category 15 ncluded within such product type and
TENOF CATEROLY,

Counterparty netting across product tvpes within the
same enor category 1% included in coumterparty netting in
tenors, Where the counterparty neiling is across (enor
categories, the netting is  incleded in cross-tenor
counterpany netting.

Credit Derivatives

The firm enters into a broad arrav of credit derivatives in
locations arcund the world to facilitate client transactions
and to manage the credit risk associated with market-
making and investing and lending  activities, Credit
derivatives are actively managed based on the firm's net risk
position.

Credin derivatives are generally individually negotiated
contracts and cam have various settlement and payment
conventions,  Credit  events  include  failure o pay,
bankrupicy, acceleration of indebtedness, restructuring,
repudiation and dissolution of the reference entity.

The firm enters mto the following types of credit
derivatives:

+ Cradit Default Swaps. Single-name credit default swaps
protect the buver against the loss of principal on one or
mare bonds, loans or mongages (reference obligations) in
the event the issuer (reference entity) of the reference
obligations suffers a ¢redit event, The buyer of protection
pavs an initial or periodic premivm to the seller and
receives protection for the period of the contract. If there
is no credit event, as defined in the contract, the seller of
protection makes no payments to the buver of protection.
However, if a credit event occurs, the seller of protection
is required to make a payment to the buver of protection,
which 15 calculated in accordance with the terms of the
wOonmirad.

« Credit Options. In a credit option, the option writer
assumes the obligation to purchase or sell a reference
obligation at a specified price or credit spread. The option
purchaser buys the right, but docs not assume the
obligation, to sell the reference obligation 1o, or purchase
it from, the option writer. The payments on credit options
depend either on a particular credit spread or the price of
the reference abligation.
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THE GOLDMAN SACHS GROUP, INC AND SUBSIDIARIES

MNotes to Consolidated Financial Statements

+ Credit Indices, Baskets and Tranches. Credi
derivatives may reference a basket of single-name credic
default swaps or a broad-based index. If a credn even
occurs in one of the underlying reference obligations, the
protection seller pavs the protection buver, The payment
is rypically a pro-rata portion of the transaction’s total
notional amount based on the underlving defaulted
reference obligation. In certain transactions, the credit
risk of a basket or mdex is separated into vanous portions
{tranches), each having different levels of subordination.
The most junior tranches cover initial defaulis and once
losses exceed the notonal amount of chese junior
tranches, any excess loss is covered by the next most
senior tranche in the capital structure.

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

The firm economically hedges its exposure to written credic
derivatives primarily by entering into offsetting purchased
credit dervatives with identical underliers. Substantially all
of the firm's purchased credit derivative transactions are
with financial nstinutions and are subject 1o strimgent
collateral thresholds. In addition, upon the occurrence of a
specified trigger evenr, the firm may take possession of the
reference obligations underlying a particular written credit
dervative, and consequently may, upon liquidation of the
reference obligations, recover amounts on the underlying
reference obligations in the event of defaulr,

As of December 2017, written and purchased credit
dervatives  had  total gros notional  amounts  of
S61 104 billion and $643.37 billion, respectively, for total
et notional purchased protection of $32.33 billion. As of
December 2016, weitten and purchased credit derivarives
had total gross notional amounts of $690.47 billion and
573398 billion, respectively, for total net notional
purchased protection of $43.51 billlon. Substantially all of
the firm’s written and purchased credin derivatives are
credit default swaps.

134 Goddman Sachs 2017 Form 10-K

The table below presents certain information about credit
derivatives,

Crade Speasd on Undsilss baie pomts]

G
261 - Bl - 1Han
£ in millony 0= 280 Bl 1,000 1000 Taral

As of December 2017
Maxiriam PayoutMNotonal Smount of Written Credit Denvatives by Tenor
Less tham 1 yaar S1BZAME & BEXT £ TO5 £ L0677 S5 M9

¥ - & yesrs JIEAT2 1200 #.747 1553 IR2ITY
Graater than 5 years 45,440 242 17 519 51918
Tatal S567.758 SE0.ET §10.269 $12,139 S611.040
Maximum Payout/Notional Amount of Purchased Credit Derivatives
Ofsstting 5452325 511424 £ 9795 S10.683 S5I5.BOT
Crthar 99861 14483 1,737 1442 117563
Fair Value of Written Credit Darivatives

Assat & WM & 513 & 208 5 A56 £ 157993
Labdity B 402 TE2 3820 £.4870

Mol asset/liability) & 13421 & 111 § (544] §(3.765] § 9323

As of Decembar 2018

Madrram Payout/Natonsl Amount of Writhen Credit Denvatives by Tenor

Lems tham 1 yoar 3207727 5 BB1S® 5 106 3 §628 1223191
1 - 5 yiars ITh208 17266 8683 T5G6  A0R0E2
(Sratir han Byt B2 A97 3528 1,088 233 68,183
Taita $EI5.912 27002 $10.704 316,546 SE90.466
Maximum Payoul/Notional Bmount of Purchased Crodit Derrvatves
CHtsatting S565.3056 320588 $10.133 $15.786 §e08.2
Crihar 115,508 12 1058 1446 128,765
Fair Valus of Writton Credt Dorivatives

Aggal $13909 § 606 § F 45 5477
Liegdity Py LEEE 3533
Mot asset/lnbing  § 11483 3 5 % B2 FihEAT 8 452
In the table above:

Fair values exclude the effecs of both netting of
receivable  balances with  payable balances under
enforceable neting agreements, and netting of cash
received or posted under enforceable credin support
agreements, and therefore are not representative of the
firow's credic exposure,

Tenor is based on expecred duration for morgage-related
credit denvatives and on remaining contractual matur ity
for other credit derivatives.

The credit spread on the underlier, together with the tenor
of the contract, are indicators of payment/pecformance
risk. The finm s 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 credin derivatives that
economically  hedge written credit  derivatives  with
identical underdiers and are inclieded in offsetting.

.

Other purchased credit denvarives represent the notional
amount of all other purchased credit derivatives not
included in offserting.
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Impact of Credit Spreads on Derivatives

On an ongoing basis, the firm realizes gains or losses
relatmg te changes m credit rek through the unwind of
dervative contracts and changes in credit mitigants.

The net gain, including hedies, attributable to the impact of
changes in credit exposure and credit spreads (counterparty
and the firm's) on derivatives was 566 million for 2017,
S83 million for 2006 and 59 million for 2003,

Bifurcated Embedded Derivatives

The table below presents the fair value and the notional
amount of derivatives that have been bifurcated from their
related borrowings.
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The table below presents the aggregate fair value of net
denivative liabilities under such agreements  (excluding
application of collateral posted 1o reduce these Lhabilities),
the related aggregate fair value of the assers posted as
collateral and the additional collateral or termination
payments that could have been called by counterpanies in
the event of a ene-notch and two-notch downgrade in the
firm's credit ratings.

#s of December
F v et T 2006
et darmative babities undar blsteral sgreamants §2H8TT 32527
Collatedsl postad £26.32% 17 B4D
Acditcnal oollatersd or lenminaton piymants
Orna-notch downgrads $ 3\/8 3 6N
Twaraaich dowengrada 5 1886 = 7716

A ol Dol i
$ in el i 1k
Fair value of nsssls 5 8@ 3 676
Fair valua of labddies 1.200 B4
MNet liability § 318§ =
Maotionad anaunt $9578 3706

In the table above, these derivatives, which are recorded at
fair value, primarily consist of interest rare, equity and
commodity products and are included in unsecured short-
term borrowings and unsecured long-term borrowings with
the related borrowings. See Mote 8 for further information.

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 1o post collateral or terminate the transactions
based on changes in the fim's credit ratings, The firm
assesses the impact of these bilateral agreements by
determining the collateral or rermination payvments that
would ocour assuming a downgrade by all raring agencies.
A downgrade by any one rating agency, depending on the
agency’s relative ratings of the firm at the time of the
downgrade, may have an impact which & comparable 1o
the impact of a downgrade by all cating agencies,

Hedge Accounting

The firm applies hedge accounting for (i} cemain innerest
rate swaps used o manage the interest rate exposure of
certain fixed-rate unsecured long-term and short-term
borrowings and certain fixed-rate certificates of deposit and
{11} certain foreign currency forward contracts and foreign
currency=denomnated  debt used to manage foreign
currency exposures on the firm's nel investment in cenain
nen-L.5. operations.

To qualify for hedge accounting, the hedging instrument
must be highly effective at reducing the risk from the
exposure being hedged. Additionally, the firm  must
formally document the hedging relationship at inception
and test the hedging relationship at least on a quarterly
basis to ensure the hedping instrument continues to be
highly effective over the life of the hedging relationship.

Fair Value Hedges

The firm designates certain interest rate swaps as fair value
hedges of cerain fixed-rate unsecured long-term and shor-
term debt and fixed-rate certificates of deposit. These
interest rate swaps hedge changes in fair value attributable
to the designated benchmark interest rate (eg., London
Interbank Oifered Rate (LIBOR)} or Overnight Index Swap
Rate), effectively converting a substantial porion of fixed-
rare abligations into floating-rate abligations,

The firm applies a satistical method that urilizes regression
analysis when assessing the effectiveness of its fair value
hedging relationships in achieving offsetting changes in the
fair values of the hedging instrument and the risk being
hedged (1., mterest rate risk). An interest rate swap is
considerad highly effective in offsetting chanoes in fair value
antributable to changes in the hedged risk when the
regression analysis results in a coefficient of determination
of 80% or greater and a slope berween B0% and 125%.
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For qualifying fair value hedges, gains or losses om
derivatives are included in interest expense. The change in
fair value of the hedged wem atnbutable 1o the risk being
hedped 15 reported as an adjustment o its carrving value
andd 15 subsequently amortized into INTErest eXpense over its
remamning life. Gains or losses resulting from  hedge
ineffectiveness are included in interest expense. When a
derwvative is no longer designated as a hedge, any remaiming
difference between the carmving value and par value of the
hedged item is amonized 1o imerest expense over the
rerraaning life of the hedged irem using the effective interest
method, See Note 23 for further information about interest
ingome and interest expense.

The table below presemts the gainsilosses) from interest
rate derivatives accounted for as hedges, the related hedged
borrowings and deposits, and the hedge ineffectiveness on
these derivatives, which primarily consists of amortization
of prepaid crednt spreads resulting from the passage of time.

Yess Eruiiaed Dcammia

£ in milong 17 e frnt Y
Intarast rats hadges 2867 30 .<B00 B3
Hadigad mr!ﬂ"-‘dlnﬂiﬁpjﬁaﬂ}'ﬂﬁ 2,183 H3dq (=2

Hodge ineffoctivenoss $ [BB4) 3 (846, 3 (TIE|

Met Investment Hedges

The firm seeks 1o reduce the impact of fluctuations in
l'c-n:ign e:xn:?mng: rates on its nel invesiments e cortain
non-L.S. operations through the use of foreign currency
forward contracts and foreign corrency-denominated debt.
For foreign currency forward contracts designared as
hedpes, the effectiveness of the hedpe s assessed based on
the overall changes in the fair value of the forward contracts
(1., based on changes in forward rates). For foreign
currency-denominated debt designated as a hedge, the
effectivencss of the hedge is assessed based on changes in
SpOt rates.

For qualifying net investment hedges, the gains or losses on
the hedging instruments, to the extent effective, are
mcloded n currency translation,

136 Goddman Sachs 2017 Form 10-K
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The table below presents the gainsfilossesh from net
mvestment hedging.

§ 10 oRons 2007 NG NS
Hedges
Foreign currancy forwand contract #aoel S155 deen
?Li!’l:-‘jn Ciafencyano minated dabi S (67} SE5 o=

The gainfiloss) related 1o ineffectiveness was not marerial
for 2017, 2016 or 2015, The ner gaind(loss) reclassified to
carnings from accumulated other comprehensive incoms
was 541 million {reflecting a gain of 5205 million related to
hedges amd a loss of 5164 million on the related net
investments in non-U.5, eperations) for 2017, 528 million
(reflecting a gain of 5167 million related ro hedges and a
loss of 5139 million on the related net investments in
non-U.5. operations) for 2016 and not material for 2015,

As of December 2017 and December 2006, the firm had
designated $1.81 billion and $1.69 billion, respectively, of
foreign currency-denominated debt, included in unsecured
long-term  borrowings and  unsecured  short-term
borrowings, as hedges of net mvestments in nen-LL5,
subsidiaries,

Note 8.
Fair Value Option

Other Financial Assets and Financial Liabilities at
Fair Value

In addition to all cash and denivative instruments inchaded
in financial instruments owned and financial instruments
sold, but mot vet purchased, the firm accounts for certain of
itz other financial assets and financial labilities at fair
value, substantially all of which are accounted for an fair
value under the fair value option. The primary reasons for
electing the fair value option are to:

+ Reflect economic events in earnings on a timely basis;

Mitigare volatility in earnings from using  different
measurement  attributes {e.g. transfers of financial
instruments owned accounted for as financings are
recorded at fair valee, whereas the related secured
financing would be recorded on an accrual basis absent
electing the fair value option): and

+ Address simplification and cost-benefit considerations
(e.g. accounting for hybrid financial instruments at fair
value in their emtirety versus bifurcation of embedded
derivatives and hedge accounting for debt hosts),
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Hybrid financial instruments are instruments that contain
bifurcatable embedded derivatives and do not require
sertlement by physical delivery of nonfinancial assets (e.g.,
phvsical commedities). I the firm elects o bifurcate the
embedded derivative from the associated debr, the
derivative is accounted for at fair value and the host
contract is accounted for at amomized cost, adjusted for the
effective portion of any fair value hedpes, If the firm does
not ebect to bifurcate, the entire hybrid financial instrument
is accounted for at fair value under the fair value option.

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

-

Repurchase agreements and substantially  all rcesale
agreements;
Securities borrowed and loaned within Fixed Income,

Currency and Commadities Client Execunion (FICC
Chemt Execution);

Substantially all other secured fnancings, including
rransfers of assers accounted for as financings rather than
sales;

-

Certain unsecured short-term and long-term borrowings,
substantially  all of which are hybrid financial
INSEUMEnts;

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

Certain  time deposits issued by the firm's bank
subsidiaries (deposits with no stated maturty are not
eligible for a fair value option election), including
sermnctured  certificates of deposit, which are hybrid
finamcial instruments; and

Certain subordinated Labilites of consolidated VIEs,

Fair Value of Othar Financial Assets and Financial
Liabilities by Lavel

The rable below presents, by level within the fair value
hierarchy, other financial aesets and financial Labalities a
fair value, substantially all of which are acconnted for at
fair value under the fair value aption.

3 in milfons Lt 1 Leval 2  Level 3 Toml
Ais of Decambar 2017
Assata
£ = 5120400 8 = 5120420
= mss = Mmaps
and CouribeTpan s = 3,522 4 3,526
Tatal &= SH2131 § 4 5 202,136
—_—
Licabilities
Daposis &= 5 (19004} 5 (2968)5 (22,002}
Secuiings Sokd undar sQhearnen S
fi P feas = [R4,E81} (37) (4,718}
St baisheed = 5357} = (BAGT}
Ot secuned |inanengs = 23066}  {389) (24,345}
Unsecuned Bonmowimgs
Shaer-tanm - DEmop  asM] (16.504)
_ Longtamn - [:a0d}  (7434) (38638}
Chhar liabinss and aconed
OADONEOS - [&%) [#0] 268}
Total § - S177.6T0} ${15.462] $193,132)
Ag ol Detamber 2016
Assits
Cacuntes purchased wnder
T B rasod - $116077 § ¥ 118077
s boamowad = g2ma = g8
i oUW - 3214
Total $ - §301.536 3

—
Liabilitias
3 - § (10809 § 3,173

= 71,75

i 86)

24T
20,5161 IB57)
vt b
Shoet-tanm = LRLVRS 2 I 114,752
Lenigriadmn - 22088 [ 284100
Qaher lisbittias and accraed
DEPANTEE - (5650 520 21
Tailal 3 — 3UIEIGZ) FI04.5790 31154.141)

In the table above, other financial assets are shown as
positive amounts and other financial labilities are shown as
negative amaounts.
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Valuation Techniques and Significant Inputs

Other financial assets and financial liabilities at fair value
are generally valved based on discounted cash flow
technigques, which incorporate inputs with reasonable levels
of price transparency, and are generally classified in level 2
because the inputs are observable. Valuation adjustments
may be made for liquidity and for counterparty and the
firm's credit guality.

See below for information about the significant inputs used
to value other financial assets and financial liabilities at fair
valuee, including the ranges of significant unobservable
inputs used ro value the level 3 instruments within these
categories,  These ranges represent  the  significant
unabservable inpurs that were used in the valuation of each
type of other financial assets and financial liabiliies at faie
value. The ranges and weighted averages of these inputs are
not representative of the appropriate inputs to use when
calculating the fair value of any one instrument. For
example, the highest vield presented below for other
secured financings is appropriate for valuing a specific
agreement in that category but may not be appropriate for
valuing any other agreements in that category. Accordingly,
the ranges of inputs presented below do not represent
uncertainty  in, or possible ranges of, fair value
measurements of the firm's level 3 other financial assets and
financial habiliries,

Resale and Repurchase Agreements and Securities
Borrowed and Loaned. The significant inputs 1o the
valuation of resale and repurchase agreements and
securities borrowed and loaned are funding spreads, the
amount and timing of expected future cash flows and
interest  rates. As of both December 20017 and
December 2016, the firm had no level 3 resale agreements,
securities  borrowed or securities leaned. As of both
December 20017 and December 2006, the fiem's level 3
repurchase agreements were not material, See Note 10 for
further information about collateralized agreements and
financings.

138 Goddman Sachs 2017 Form 10-K
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Other Secured Financings. The snificant inputs to the
valuation of other secured financings at fair value are the
amount and timing of expected future cash Mows, interest
rates, funding spreads, the fair value of the collaveral
delivered by the firm {which is determined using the
amount and timing of expected future cash flows, market
prices, market yvields and recovery assumptions) and the
frequency of additional collateral calls. The ranges of
significant unobservable inputs used to value level 3 other
secured financings are as follows;

As of December 2017:

= Yield: 006 % to 13.0% (weighted average: 3.3%)

= Duration: 0.7 to 110 vears {weighted average: 2.7 vears)
Asof December 2016:

* Yield: 0.4% o 16.6% (weighted average: 3.5%)

+ Duration: 0.1 to 5.7 vears (weighted average: 2.3 vears)

Generally, increases in funding spreads, vield or duration,
in molaion, would result in a  lower fair  value
measurement. Due to the distinctive nature of each of the
firm's level 3 other secured financings, the interrelationship
of Inputs s not necessarily uniform across such financings.
See Note 10 for further mformation about collateralized
agreements and financings.

Unsecured Short-term and Long-term Borrowings.
The sigruficant inputs te the valuation of unsecured shon-
term and long-term borrowings a1 faar value are the amouant
and timing of expected funure cash flows, interest rates, the
credit spreads of the firm, as well as commodity prices in
the case of prepaid commodity transactions. The inputs
used to value the embedded derivative component of hybrid
financial mstruments are consistent with the mputs used 1o
value the firm's other derivative instruments, See Note 7 for
further information about derivatives, See Motes 15 and 16
for further information about unsecured short-term and
long-term borrowings, respectively.

Certain of the firm's unsecured short-term and long-term
borrowings are classified in level 3, substantially all of
which are hybrid financial instruments. As the significant
uncbservable mputs used to value hybrd financal
mstruments primarily relate to the embedded derivanve
component  of these borrowings, thess inpms are
incorporated in the firm's derivative disclosures related 1o
unobservable inpurs in Nate 7.
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Recaivables from Customers and Counterparties.
Recevables from customers and counterpartics at fair value
primarily consist of transfers of assets accoumted for as
secured Boans rather than purchases, The significant imputs
1o the valuation of such receivables are commodity prices,
interest eates, the amount and timing of expected furure
cash flows and funding spreads. As of both December 20017
and December 2016, the firm's level 3 recervables from
customers and counterpanies were not material.

Deposits. The significant inputs to the valuation of time
deposits are interest rates and the amount and timing of
future cash flows. The inputs used 1o value the embedded
derivative component of hybrid financial instruments are
consistent with the inpurs used ro value the firm's orher
derivative instruments. See Note 7 for further information
about derivatives and Note 14 for further information
about deposits.

The firm's deposits that are classified in level 3 are hybrid
financial instruments. As the significant unobservable
inpasts uwsed to value hybrid financial instruments primarily
relate 1o the embedded derivative component of these
deposits, these inputs are incorporated in the firm's
dervative disclosures related to unobservable inpuas in
Mote 7.

Transfers Between Levels of the Fair Value Hierarchy
Transfers between levels of the fair value hierarchy are
reported at the beginning of the reporting period in which
they occur. There were no transfers of other financial assets
and financial Labilities between level 1 and level 2 dunng
both 2007 and 2016, See “Level 3 Rollforward”™ below for
infermarion abour transfers between bevel 2 and level 3.
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O00DOo0ooOo0ooo00oo0OooOO(Eossss)

Leval 3 Rollforward

The table below presents a summary of the changes in fair
value for level 3 other financial assets and financial
liabilities accoumed for an fair valse,

Yo Eretad Docamber

£ in milions T
Total other financial assets
Baginning batanca 5 55 3 4%
Mat reahzed ainsiloases] - [}
Mal unrealized gamailiossesh - 1
Purchasas 1 it
Soltiamants {52} 7
15

Endln! balance % 4 i 5

Total othar financial liabilities
Baginning batanca
Net reahzed gainsllosses

Translors info kwel 3
Transfars cut of kwal 3

Ending balance

Inthe table above:

+ Changes in fair valse are presented for all other financial
assers and financial labilities that are classified in level 3
as of the end of the period.

Met unreabized gainsf{losses) relates to instruments that
were still held at period-end.

If a financial asset or financial liability was transferred to
level 3 during a reporting period, its entire gain or loss for
the period is classified in level 3. For level 3 other
financial assets, Increases are shown as positive amounts,
while decreases are shown as negative amounts, For
level 3 other financial liabilities, increases are shown as
negative amounts, while decreases are shown as positive
AMOURLS,

Level 3 other financial assers and financial liabilities are
frequently economically hedged with cash instruments
and derivatives. Accordingly, gains or losses that are
classified in level 3 can be partially offset by gams or
losses attnbutable to level 1, 2 or 3 cash imstruments or
derivatives. As a resulr, gains or losses inclided in the
level 3 rollforward below do not necessarily represent the
overall impact on the firm's results of operations,
liguidity or capital resources.
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The table below dmagpregates, by the consolidared
statements of financial condition line items, the information
for other financial habilities included in the summary table
above,

Toar Ended Decerrbar

£ i o 2017 i f:3
Daposits

Baoginning balance £[2173)

Mat saalrid gansossaes) &)

Mt undealized gandtoetash 2y

Issuances (BE1)
Sotllorments e

Tranabans oul of kval 3 BT

Ending balance 5[2.968)

Saeeuritios sold under agreemaents to repurchase
Baginning balance

Mt unedahzed garatlossesh {1} L]
Satllernents 30 11
Ending balamea § {31 3 (&4
Othar secured financngs
g balance & (BET) § 1849}
el redlned gamtTosses] 17 (a8
Mat unrealized gansllosses) {40 [
Purchsises {2 L7
S 1 -
132) 11500
m 273
2y 17
&6 2
5 [389) 3 55T
Unsacurad short:tarm borrowings
Baginnmng balandi E{3 0060
Mt resloed ganslosses) £33
Nt unrealized ganalosses) (230}
|55 mnces {4,520}
Salllarments 16TS
Transbars mbo vel 3 13
Trangbars oyl of el 3 418
Ending balance £[4, 584}
Unsecured long-term borrowings
Beginning balance §lr.2as) dony
Hat resloed gans/losses) {60} 27
Mt unridhsed gardloses) (550% 150
Purchases - 3
(AT {3071}
Catllarmants 2751
Bars sk vl 3 [4sa) 2T
Teancabars oul ol ksl 3 1,158 255
Ending balanca S7AT) T
Crchar liabilities and accrued sxpenses
Eaginning balancs g (&) £ 52
T d g o sses) 14 16
el unaali e garstoates) 22 18
Issuances {13} [55)
St birran i = 1
Ending balance s o) &

Level 3 Rolforward Commentary

Year Ended December 2017, The net realieed and
unrealized losses on level 3 other financial lLabilitees of
$1.41 billion (reflecting 5362 million of net realized losses
and 5105 ballion of net umrealized losses) for 2017
mcluded losses of $1.20 billion, 543 million and
510 million reported in marker making, other principal
transactions and interest expense, respectively, in the
consolidated  statements of earnings, and losses of
5149 mulhon reported in debt valuation adjustment i the
consolidared stavements of comprehensive income.
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The net unrealized losses on level 3 other financial liabilitees
for 2017 primanly reflected bosses on certain hybrid
financial instruments mcluded in wnsecured long-term and
short-term borrowings, principally due to an increase in
global equity prices and the impact of tighter credin spreads,
and losses on certain hvbreid financial instruments included
in deposits, principally due to the impact of an increase in
the market value of the underdying assets.

Transfers into level 3 of other financial liabilities during
207 primarily reflected transfers of certain  hybrid
financial mstruments incleded in unsecured  long-term
borrowings from level 2, principally due 1o reduced
rransparency  of volatility inpts used o value these
INSIEUmens.

Transfers out of kevel 3 of other financial labilities during
2017 primarily reflected transfers of cermain  hvbrid
financial instruments included in unsecured long-term and
short-term  borrowings to level 2, prncipally dee to
increased transparency of certain inputs used to value these
mstruments as a result of market transactions in similar
mstruments, and transfers of certain hybnd  financal
mnstruments included in deposits to level 2, prancipally due
to increased transparency of correlation and volatiliy
inputs used to value these instruments,

Year Ended December 2016. The net realived and
wnrealized losses on level 3 other financial labilities of
S106 million {reflecting 599 million of net realized losses
and 57 million of net unrealized losses) for 2006 included
losses of approximately 521 million and 510 million
reported 1 market making and  interest  expense,
respectively, in the consolidated statements of eamings, and
losses of 875 million repormed in debt valwation adjustment
in the consolidated statements of comp rehensive income.

The net unrealized losses on level 3 other financial liabilities
for 2016 primanly reflected bosses on certain hybrid
financial imstruments meluded In unsecured short-term
borrowings, principally due 1o an increase in global equiy
prices, and losses on certain hybrxd financial instroments
mcluded 1 deposits, panapally due to the mpact of an
mmerease in the market value of the underlving assets
partially offset by gains on cemain hybrid financial
instruments included in unsecured long-term borrowings,
principally due to changes in foreign exchange rates.
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Transfers into level 3 of other financial labilities during
2016 primarily  reflected  tramsfers of certaim hybrid
financial mstruments included n unsecured short-term and
long=-term borrowings from level 2, primcipally dwe 10
recduced  transparency  of  certain  inputs,  including
correlation and volatility inputs used 1o value these
INSECLMENES.

Transfers our of level 3 of ather financial liabilities during
20016 primarily reflected transfers of certain hybrid
financial instruments included in unsecured short-term and
long-term  borrowings to level 2, principally dve 1o
increased transparency of correlation and volatiliny inputs
used to value thess instruments,

Gains and Losses on Financial Assets and Financial
Liabilities Aecounted for at Fair Value Under the
Fair Value Option

The table below presents the gains and losses recognized in
earnings as a result of the firm electing to apply the fair
value option to cemam financial assets and financial
liabilitees.

Yo Endod Dascarnbar

£ irv rrsilbons 207 i 1] G
Unzsecured short-term bormowings #2688} 00080 § a8

Linsacured kng-tarm BOroaings {1,387} g n
Cithar habilibes snd sccrued expanses 22 155} 172
kst &30} ] (2171
Total Sla.340) s0Im F N6
Im the table above:

+ Gains/(losses) are included in marker making and other

principal transact ions.

¢ Gains/(losses) exclude contractual imtepest, which is
included in interest income and interest expense, for all
instruments other than hybrid financial instruments. See
Wote 23 for further information about interest income
and interest expense,

* Gaing/flosses)  included in unsecured  shor-term
borrowings are substantially all related to the embedded
dervative component of hybrd hinancal instruments for
2017, 206 and 2015, Gainsflosses) included in
unsecured long-term borrowings are primarily related 1o
the embedded derivative component of hybrid financial
instruments for 2017, 2016 and 2015, These gains and
losses woukd have been recognized under other ULS.
GAAP even if the firm had not elected to account for the
entire hybrid financial instrument at fair value,

Other habilities and accrued expenses includes gains’
tlosses) on certain subordinated liabilities of consolidated
VIEs.

Other primarily consists of gainsi{losses) on receivables
from customers and coumterpanies, deposits and other
secured financings.
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Excluding the pains and losses on the instruments
acoounted for under the fair value option described above,
market making and other principal transactions primanly
represent gains and losses on financial ingruments owned
and financial instruments sold, but not ver purchased.

Loans and Lending Commitmants

The table below presemts the difference between the
aggregare fair value and the aggregate contracual principal
amount for loans and long-term receivables for which the
fair value option was elected.

Az of Decambes

§ oy eredbons a0y a6
Performing loans and leng-term receivabiles

Aggragate contractual prncepal in ecess of farvalue 8 962 £ 473
Loans on nonaccrual status and/er more than 20 days past due
Aggregate contraclual prncspal in excess of far value $6.268 38,101
Agaradgate bur wlug of kans on nonaconual stalus

andior more than 30 deys past dua

2,704 §0155

In the table above, the aggregate contractuwal principal
amount of loans on nonaccrual status andfor more than
90 days past due (which excludes loans carmed at zero Fair
value and considered uncollectible) exceeds the related Fair
value primarily because the firm regulacly purchases loans,
such as disrressed loans, ar vales significantly below the
contractual principal amounts.

As of December 2017 and December 20006, the fair value of
unfunded lending commitments for which the fair value
option was elected was a labiliy of 531 million and
$80 million, respectively, and the related total contractual
amount of these lending commitments was 5994 billion
and 57,19 billion, respectively. See Note 18 for further
information about lending commirments,

Long-Term Debt Instrumeants

The difference berween the aggregate contractual principal
amount and the related fair value of long-term other
secured financings for which the fair value option was
elected was not material as of December 2017, and the
aggregate contractual principal amount exceeded the
related fair value by 5361 milhon as of December 20016,
The aggregate contractual pancipal amount of unsecured
long-term borrowings for which the fair value option was
elected exceeded the relared fair value by $1.69 billion and
5156 billion as of December 2017 and December 2016,
respectively. The amounts above include both principal-
and non-pnincipal-protected long-term borrowings.
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Impact of Credit Spreads on Loans and Lending
Commitments

The estimated net gain  attributable 1o changes n
instrument-speciiic credit spreads on loans and lending
commitments for which the fair value option was elecred
was 5268 million for 2017, $281 million for 2016 and
5751 million for 20035 The firm generally calculates the fair
value of loans and lending commitments for which the fair
value option = elected by discounting future cash flows at a
rate which incorporates the instrement-specific credit
spreads. For floating-rate loans and lending commitments,
substamtially all changes in fair value are anributable 1o
changes in instrument-specific credit spreads, whereas for
fixed-rate loans and kending commitments, changes in fair
value are also attributable to changes in interest rates.

Dabt Valuation Adjustment

The firm calculates the fair value of financial labilities for
which the fair value option 15 elected by discounting future
cash flows ar a rate which mcorporates the irm's credin
spreads.

The table below presents details abowt the net DVA losses
on such financial abiliies,

e Envched Drptprnbonr

£ in milbons 2017 g
DA, pre-taxd 5(1,232) BiBa4
DVA et of 1) § (807 3i5as)
Ini the table above:

+ DVA (nes of tax} is included in debt valuation adjustmens
i the consolidated statements of comprehensive income,

+ The ganslosses) reclassified to  carnings from
accumulated  other comprehensive  loss  upon
extinguwishment of such financial labilities were mot
material for both 2017 and 2016,
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Note 9.
Loans Receivable

Loans receivable consists of leans held for investment that
are accounted for at amortized cost net of allowance for
loan losses, Interest on loans receivable 1s recognized over
the life of the loan and is recorded on an accrual basis.

The table below presents details about loans receivable,

Ha ol Doobinb

B i i 2T o] o
Corporate oans 530,788 31450
Leans 5 PWRA clants 16,591 13,818
Losns backed by commarced real astate TA8T 4,761
Leans biechod by radadonal raal aslats 6234 3,666
arcus loans 1912 i
Cithviar koaina 2263 2682
Toial oans recaivable, gross 66,736

Allcaances bof loan isas {803]) )
Total loans recetvable 365,933 240,872

As of December 2017 and December 20018, the fair value of
loans receivable was 56629 hillion and 54980 billion,
respectively, Had these boans been carried at fair value and
included in the fair value hierarchy, 538735 billion and
828,40 billion would have been classified in level 2, and
827.54 billion and %2140 billion would have been
classified i level 3, as of December 2017 and
December 2016, respectively.

The following is a description of the captions in the rable
abave:

+ Corporate Loans. Corporate loans inclides term loans,
revolving lines of credit, letter of credit facilities and
bridge loans, and are principally wsed for operating
hguidity and  general corporate  purposes, or in
connection with acguisitions. 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 Private Wealth Management (PWM) clients includes
loans wsed by clients to finance private asset purchases,
employ Beverage for stratepic investments m real or
financial assets, bridge cash flow timing gaps or provide
liguiciry for ather needs. Such loans are primarly secured
by securities or other assers.

« Loans Backed by Commercial Real Estate. Loans
backed by commercial real estare includes loans extended
by the firm that are direaly or indieectly secured by
hatels, retail stores, multifamily housing complexes and
commercial and industrial propertics. Loans backed by
commercial real estate also includes loans purchased by

the firmm
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Loans Backed by Residential Real Estate. Loans
backed by residential real estate includes loans extended
by the firm 1o cliems who warehouse assets that are
directly or indirectly secured by residential real estate.
Loans backed by residential real estate also includes loans
purchased by the fiem.

Marcus Loans. Marcus loans represents unsecured loans
to retail clients,

Other Loans. Other loans primarily includes loans
extended to clients who warehouse assets that are directly
or indirectly secured by retail loans, including auto loans,
and private student loans and other assets,

The firm menitors the geographic diversification of loans
receivable. The regional composition of such loans was
approximately 9% and 8% in the  Americas,
approximately 17% and 18% in Europe, Middle East and
Africa (EMEA), and approximately 4% and 4% in Asia as
of December 2007 and December 2016, respectively.

Lending Commitments
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Purchased Cradit Impaired (PCl) Loans

Loans receivable includes PCl loans, which represent
acquired loans or pools of loans with evidence of credit
detenoration subsequent to their origimation and where it is
probable, ar acquisition, thar the firm will not be able to
collect all contractually required pavments. Loans acquired
within the same reporting pertod, which have at least two
common risk charactenistics, one of which relates to ther
credit risk, are ehigible o be pooled together and considered
a single unit of account, PCI leans are initially recorded at
the acquisition price amnd the difference between the
acquisition price and the expected cash flows {aceretable
vield} is recognized as interest income over the life of such
loans or pools of loans on an cffective vield method.
Expected cash flows on PCl loans are determined using
vanouws inputs and assumptions, inclhsling default rates,
loss  severities, recoveris, amount andd timing  of
prepayments and other macroeconomic indicators,

The table below presents details abow PCI boans,

Ihe table below presents  details  abowr  lending _ —_
commitments that are beld for investment and accounted § in milkons 2017 ms
for on an accrual basis. Loand backed by commarcal roal aslate £1.1186 L1 .f--fl-d
- Loans backed by ressdential real astate 3327 1,508
Crifar boans 10 18
s of December Taotal gross carrying vakuee 84453  $5.570
S 20T Towl outstanding principe! bakance $9812 39515
Corporate $11885%  fo5.407 Total sccratabhe yiekd § 662 5 506
Cithe 5,951 4,638
Total 3124804 oo lan The table below presents details about PCl loans at the time
of acquisition.
In the table above: )

+ Corporate lending commitments primarily relates to the
firm"s relationship lending activities.

+ Other lending commitments primarily relates to lending
commitments extended by the firm to clients who
warchouse assets backed by real estate and other assets.

* The carrying valoe of lending commtments were
labilities of $423 million (including allowance for losses
of 5274 million) and 5327 million (including allowance
for losses of 212 million) as of December 2017 and
December 2016, respectively.

* The estimared fair valve of such lending commitments
were liabilities of $2.27 billion and $2.55 billion as of
December 2017 and December 2016, respectively. Had
these lending commitments been carried at fair value and
ncluded i the fair value hierarchy, S772 millon and
5110 billkon woukd have been classified n level 2, and
S1.50 billion and $1.45 billion would have been classified
in level 3, as of December 2017 and December 2016,
respectively.

Yaar Endad Ducarnbas
§ o vl 2017 i M6
Fair valse 1 I PR
d cach flows $1.881  f1818 47,489
s:tualhy raguerad cash flows £4.092  $63m $G5.4T2
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Cradit Quality

Risk Assessment. The firm’s rsk asscssment process
mcludes evaluating the credit quality of its loans receivable.
For loans receivable (excluding PCI and Marcus loans) and
lending commitments, the firm pedforms credit reviews
which inclusde initial and ongoing analyses of its boreowers.
A credit review is an independent analysis of the capacity
and willingness of a borrower to meet s financial
obligations, resulting in an mternal credit ratmg. The
determination of internal crednt ratings also incorporates
assumptions with respect 10 the nature of and outlook for
the borrowers industey and the economic environment.
The firm also assigns a regulatory risk rating to such loans

based on the definitions provided by the U.5. federal bank
regulatory agencies.

The firm enters into economic hedges to mitigate credit risk
on certain loans receivable and  corporate  lending
commitments (both of which are held for investment)
related 1o the firm's relationship lending activities, Such
hedges are accounred for at fair value, See Note 18 for
further information about these lending commitments and
associated hedges.

The table below presents gross loans receivable (excluding
PCLand Marcus loans of $6.37 billion and $4.18 billion as
of December 2007 and December 2016, respectively) and
lending commitments by the firm's mternally determined
public rating agency equivalent and by regulatory nsk
ralng.

Liecding
£ in milfons Lowns Commdrnants Totsd
Crodit Rating Equivalent

As of December 2017

Invastmani-grace 24,192 5 89409 511160
Nea-mvestmantgmdgs 36179 35,085 .2re
Tatal $60.371 5124504 §184.875

As of Decambsr 2016
Investment-rade 315434 $ 7233 % 90757
e = ST R G s 27,5688 25,722 23,2

246003 3 98,045 4144048
Regulatory Risk Rating
As of December 2017
Hon-snipedipass SEE. 720 5119427 176,147
Crticizad 3,651 5077 8,728
Total 560371 5124504 5184875
An ol Dacarmbar 2016
hon-cnticizedipass §42.958 3 84965 5137904
Crneimad 3,085 3,073 B, 144
Total 345,003 4 98,045 £144,048

In the table above, non-criticired/pass loans and lending
commitments represent loans and lending commitments
that are performing andfor do not demonstrate adverse
characterstics that are hkely to result in a credit loss,
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For Marcus loans, an important croditguality indicator s
the Fair lsaac Corporation (FICO)} credin score, which
measures a borrower’s creditworthiness by considening
factors such as payment and credit history, FICO credit
scores are refreshed periodically by the fiem to assess the
updated creditworthiness of the borrower. As  of
December 207 and December 2016, greater than 80% of
the Marcus loans receivable had an underiving FICO credit
score above 660 (with a weighted average FICO credin
score in excess of 700},

Foer PCI loans, the firm's risk assessment process includes
reviewing certain kev metrics, such as delinguency status
collareral values, expected cash flows and other risk factors.

Impaired Loans. Loans recevable {excluoding PCI loans)
are determuned 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 nonaccrual status and all aconsed
but uncollected interest is reversed apainst interest Income,
and mterest subsequemtly collected s recognized on a cash
basis 1o the extent the loan balance is deemed collectible,
Oiherwise, all cash received s wsed o reduce the
outstanding loan balance,

In certain circumstances, the firm may ako modify the
original terms of a loan agreement by granting a concession
to a borrower experiencing financial difficulty. Such
modifications are considered troubled debt restructurings
and typically include imterest rate reductions, payment
extensions, and modification of loan covenants, Loans
modified in a rroubled debr restructuring are considered
impaired and are subject 1o specific loan-level reserves,

As of December 2017 and December 2016, the gross
carrying value of impaired loans receivable {excluding PCI
loansy on nonaccrual status was 5845 million and
S4d mullion, respectively. As of December 20107 and
December 2016, such loans included 561 millkon and
5142 milhion, respectively, of corporate loans that were
modified 11 a troubled debt restructuning, The firm did mot
have any lending commitments related to these loans as of
December 20M7. Such  lending  commitments  were
5144 million as of December 2016,

When it i determined that the firm cannot reasonably
estimate expected cash flows on PCI lbans or pools of
loans, such loans are placed on nonaccrual status,
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Allowance for Losses on Loans and Lending
Commitments

The firm's allowance for loan losses consists of speafic
loan=level reserves, portiolio level reserves and reserves on
PCI loans as described below:

Specific loan-level reserves are determined on loans
{excluding PCH loans) thar exhibit credin quality weakness
and are therefore individually evaluared for impairment,

Portfolio  level reserves are determined on  loans
(excluding PCI loans) not evaluated for specific loan-level
reserves by aggregating groups of loans with simular nisk
characterstics and estimating the probable los mherent
in the portiolio,

Reserves on PCI loans are recorded when it s determined
that the expected cash flows, which are reassessed on a
quarterly basis, will be lower than those used 1o establish
the curremt effective vield for such loans or pools of loans.
If the expected cash flows are determined o be
significantly higher than those used to establish the
current effective vield, such increascs are imitially
recognized as a reduction 1o any previously recorded
allowances for loan losses and any remaining increases
are recogmzed as interest income prospectively over the
life of the loan or pools of loans as an increase to the
effective yield.

The allowance for loan losses is determined using various
risk facrors, including industry defanlt and loss dara,
current macroeconomic indicators, borrower's capacity to
meet its financial oblipations, borrower’s country of risk,
loan semority and collateral type. In addition, for leans
backed by real estate, risk factors include loan to value
ratio, debt service ratio and home price index. Risk factors
for Mapcus loans include FICO credic scores and
delinguency status.

Managements estimate of loan losses entails judgment
about loan collectability at the reporting dates, and there
are uncertainties inherent in those judgments. While
management  vses  the best  information  available 1o
determine  this  estimate, futwre adjustments o the
allowance may be necessary based on, among other things,
changes in the economic envifonment of varmnees berwesn
actual results and the original assumptions used. Loans are
charged off against the allowance for loan losses when
deemed to be uncollectible.
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The firm also records an allowance for losses on lending
commitments that are hekl for investment and accounted
for on an accrual basis, Such allowance is determined using
the same methodology as the allowance for loan losses,
while also taking into consideration the probability of
drawdowns or funding, and is included in other habilities
and accrwed expenses.

The tables below present gross loans receivable and lending
commitments by impairment methodology.

Az of Decernber 3397

£ o PV Specilic Porelalio Pol Total
Loant Racaivabiba
Corpoeats loans $3177 § AT 0§ - 5 30749
Laans py FAM st 182 16,428 - 16,591
Loans backed by

Commercial raal eatate - 6871 1186 7.587

Residanad raal astate 3 2676 3327 5,234
Marcus loans = 1412 = 1912
Ciibgr kans FL] EREL] 10 3,283
Total SB45 5 61438 24453 § 65736
Lending Commitmants
Corpormte & B Siias500 3 - 5118553
Qither = §.951 - 5,951
Taotal 6% 5124451 3 - 8124 504

A o Dacarbar 2016

£ i rvlong Epacifa Porifoko P Toral
Loans Recoivable
Corporate losns £3:27 § 1510 % £ 24,837
Loans o P clants T 13,751 = 13,828
Loans backed by

Commarcial raal aslale = 3017 1,444 4,781

Rasidanbal real astate - 1,357 2,508 3,685
Marcis kpans e g
Qiiher boans — 2.6 ig 1,682
Toaal 004§ 45807 $3970 3 50181
Lending Commitments
Corpotate $211 $9308%8 5§ - 5 93,407
it - 4,69 = 4,638
Teaal s211 o578 8 5 93,045

In ihe tables above, gross loans receivable and lending
commitments, subject o specific  loan-level reserves,
included 5492 million and 5122 million of impaired loans
and lending commitments as of December 2017 and
December 20016, respectively, which did mot reguire a
reserve as the loan was deemed 1o be recoverable.
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The table below presents changes in the allowance for loan
losses and the allowance for losses on lending commuitments,
as well as details by impairment methodology.

Yoar Ended Decambar 2007 Yoar Ended Decomboe 2016

Loans Lenading Loars Lenading
£ i milions Paceivables Commitments Focerable Commaments
Changes in the allowanoe for losses
Beginning balance 3 5§ §212 $414 $ien
Chargie-olis (203) - 15
Fronessan 574 B3 13 44
Cahar (77 1_1'1l '35 1204
Ending balance 5803 5274 508 EFIF]
Allowance for losses by impairment methedology
Spacific 5119 514 127 i
Proifol: BB 260 30 173
PCi 166 - 12 -
Total § 803 5274 508 inz

In the table above:

= The provision for losses on loans and lending
commitments is included in other principal transactions,
and was primarily related to corporate loans and lending
commitments, and loans backed by commercial real
eslate,

Other represents the reduction to the allowance related to
Izans and lending commitments transferred to held for
sale.

Portfolic  level reserves were primarily related 1o
corporate  loans, specific loan-level reserves were
substantially all related 1o corporare loans and reserves on
PCI loans were related vo loans backed by real esate,

Substantially all of the allowance for losses on lending
commitments  were  related  to corporate  lending
Commitments.

Note 10.
Collateralized Agreements and Financings

Collareralized agreements are securities purchased under
agreements 1o resell (resale apreememts) and securities
borrowed, Collateralized financings are securities sold under
agreements to reparchase (repurchase agreements), securities
loaned and other secured financings. The firm enters into
these transactions in order to, among other things, facilitate
client activities, invest excess cash, acquire securities to cover
short positions and finance certain firm adtivities.

Collateralized agreements and financings are presented on a
net=by-counterparty basis when a kegal right of setoff exists,
Interest on collateralized agreements and collaveralized
financings is recognized over the life of the transaction and
included in  interest  income and  interest  expense,
respectively. See Note 23 for fusther information abou
mterest income and interest expense.
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The table below presents the carrying value of resale and
repurchase agreements and securities borrowed and loaned
LrANSACTIons.

s o Dt

F o il 2007 aeE

Secuntes perchissd undar sqreamants 1o rasall  §120822 116,975
§190,848 1154 500
% 3okl ynder agreamants i repurchiose § B4R S 71 816
Secunties loaned § 147935 7504

In the table above:

= Sobstantially all resale agreements and all repurchase
agreements are carried at fair value under the fair value
option, See Mote & for further mformation about the
valuation techniques and significant inpwts used o
determine fair value,

* As of December 2017 and December 2016, 378,19 billion
and  $82.40 billion of securities borrowed, and
53.36 billion and 52.65 billion of securitics boaned were
at fair value, respectively.

Resale and Repurchase Agreements

A resale agreement is a transaction in which the firm
purchases financial instruments from a seller, typically in
exchange for cash, amd simultancously enters into an
agreement 1o resell the same or substantially the same
financial instruments 1o the seller ar a stated price plus
accrued interest at a futere date.

A repurchase agreement is a transaction in which the firm
sells financial instruments to a buyer, typically in exchange
for cash, and simultaneously enters into an agreement 1o
repurchase the same or substantially the same financial
imstruments from the buyer at a stated price plus accrued
mnterest at a future date.

Even though repurchase and resale agreements {incleding
“repos-  amd reverses-to-maturnity”)  imwvolve the  legal
transfer of ewnership of financial instruments, they are
acconnted for as financing arrangements because they
require the financial instruments to be repurchased or
resold before or at the maturity of the agreement. The
financial instruments purchased or sold in resale and
repurchase agreements typically inclsde US. government
and agency, and investment=grade sovereign obligations.
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The fiem receives financial instruments purchased under
resale  agrecments and  makes  delivery of  financial
mstruments sold under repurchase agreements. To mutigate
credit exposure, the firm monitors the market value of these
financial instruments on a daily basis, and delivers or
ohtains additional collateral due to changes in the market
value of the financial instruments, as appropriate. For
resale agreements, the firm tvpically requires collateral with
a farr value approximately equal 1o the carrying value of the
relevant assets in the consolidated starements of financial
condition.

Securities Borrowed and Loaned Transactions

In a securities borrowed transaction, the finm borrows
securities from a counterpamy in exchange for cash or
securities. When the firm returns the securities, the
counterparty retums the cash or securities. Interest is
generally paid periodically over the life of the transaction.

I a securities loaned transaction, the firm lends securities
to a counterparty in exchange for cash or securities. When
the counterparty returns the securities, the firm returns the
cash or secuntics posted as collateral. Interest 15 generally
paid periodically over the life of the transaction,

The firm receives securities borrowed and makes delivery of
securities loaned. To mitigate credit exposure, the firm
monitors the market valoe of these securities on a daily
basis, and delivers or obrains additional collateral due 10
changes in the market wvalue of the securities, as
appropriate. For securities borrowed transactions, the firm
typically requires collateral with a fair value approximately
equal to the carrving value of the securities borrowead
IFAnSACTIoNn,

Securities  borrowed and  loaned within FIOC  Client
Execution are recorded at fair value under the fair value
option. See Mote § for further information about securities
borrowed and loaned accounted for at fair value,

Securitics borrowed and loaned within Securities Seevices
are recorded based on the amount of cash collateral
advanced or received plus accrued imterest. As these
agreements generally can be terminated on demand, they
exhibit lirtle, if any, sensitivity to changes in interest rates,
Therefore, the carrving value of such agreements
approximates fair value. While these agreements are carried
at amounts that approximate fair value, they are not
accounted for at fair value under the fair value option or at
farr value in accordance with other US. GAAP and
therefore are not inelieded in the finm's faie valoe hierarchy
in MNotes & through 8, Had these agreements been included
in the firm's fair value hierarchy, they would have been
classified in level 2 as of both December 2017 and
December 2016,
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Offsetting Arrangements

The table below presents the gross and net resale and
repurchase agreements and secunities borrowed and loaned
trangactions, amd the related amount of coumerpary
netting included in the consolidaed statements of financial
condition, as well as the amounts of counterparty netring
and cash and securitics collateral, not offset in the
conselidated statements of financial condition.

fasels Leatni My
Fasabe  Securtes Repurchase  Securtas
¥ o rovdliornr agrpamisnts  bourcwesd | agreBmants loaned

Ap of Decambar 2017

Included in consolidated statemants of financial condition

Gross campngvalue § 209972 $196.782 $173.868 $13.728
Counlarsamny natbng {89,150) (4.535) (891500  {4.93%5)
Tatal 120,822 190,848 B4TIE 14,793
Amounts not offset

e
Ly

(5441} 14,412} {54411 {4.412)
[ (113305} [177.678) (#7823  (8.731)
Total 5 207 § B757 § 2454 5 650

As of Decembar 2016
Included in consolidated statemants of financial condition

Gross campng value 173660 18067 128467 172,495
Countarparty natbng (58,638 4.89711  (BEE3E (491
Toial 116,825 154,600 .516 7,524
Amounts not offset

Countarpary nattng B8 14,045} 8,318 14,045k
Collatedal (1071481 170,625} 2,081 13,087
Todal 4 1458 £ 993 3 146 £
In the table above:

Substantially all of the gross carrving values of these
arpangements  are  subject 1o enforceable  metting
ﬂgh:tml:nt:i

Where the firm has received or posted collateral under
credit support agreements, but has not yet determined
such agreements are enforceable, the related collateral has

not been netted.

Amounts not offset mcludes counterparty netting that
does not meet the cotenia for metting under US, GAAP
and the fair value of cash or securities collareral received
or posted subject 1o enforceable credit  support
ARPECMEnts.
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Gross Carrying Value of Repurchass Agresments
and Securities Loaned

The table below preseris the gross carrving value of
repurchase agreerments and securities loaned by class of
collaveral pledged.

Rogisohas S

§ i mlbons o bteindd
A of Decamber 2017

Mgy markel maremenis - a7 £ -

U5 government and agency obligations 80,591 -

Nondl 5 gowarnmment and agaency abhgatons 73,001 2,245

Secunties backed by commerced read astate 43 -

S s biackad by residanbal raal @stata 338 -

Corparnia deht sacurias 7140 1,145

Seate and municipal obligations - -

Caher dadyl ablgatons 5E =

Equity sacurilias 12573 16,338

Total 5173.868 519,728

—

A ol Decambar 2006

i 37 - -

NS AT 307 115

cbligations 56,156 1,845

Al aaiais 08 =

=1ata 122 -

Corporase debt securdies 5,297 |

State und municipal obigatons x4 -

Other dabi alblgations 188 -

Ecquity secunins 15,028 10,455

Total f120.452 $12.455

The table below presents the gross carrving value of
repurchase agreements and securities loaned by maturity
date.

fin of Dacomber 3017

Repurehnis  Sasurities
£ in milfons AT LS loaned
o stated matunty and overmight § 65280 § 9.389
T = 30 dinys 58,344 4,567
31 -850 days 13.489 756
o1 days - 1 yaar 21,392 2,302
Graatar than 1 year 14,363 2,314
Tatal $173,868 519,728

I the table above:

Repurchase agreerments and securities loaned thatr are
repayable prior o maturity ar the option of the firm are
reflected at their contractual maturity dates.

Bepurchase agreements and securities loaned that are
redeemable prior to maturity at the option of the holder
are reflected at the earliest dates such options become

exercisable.

148 Goddman Sachs 2017 Form 10-K
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Other Secured Financings

In addition to repurchase agreements and securitics loamed
transactions, the firm funds certain assets through the use of
other secured financings and pledges financial instroments
and other assers as collateral in thess transactions, These
ot her secured financings consist of:

+ Liabilities of consalidated VIEs;

* Transfers of assers accounted for as financings rarher than
sales (primarily collateralized central bank financings,
pledged commaodities, bank loans and mongage whole
loans); and

+ Other seroctured financing arcangements.

Oiher secured financings inchades arrangements that are
nonrecourse, As of December 2007 and December 2018,
nonrecourse other secured financings were $5.31 billion
and 52.54 billion, respectively.

The firm has elected to apply the fair value option to
substantially all other secured financings because the use of
fair value elminates non-cconomse volatility i earnings
that would arise from using different  measurement
artribures, See Note 8 for further informarion about other
secured financings that are accounted for at fair value.

Other secured financings that are not recorded at fair value
are recorded based on the amount of cash receved plus
accrued imterest, which generally approximates fair value.
While these financings are carried at amounts that
approximate fair value, they are not accounted for at fair
valuve vnder the fair value option or at fair value in
accordance with other U5 GAAP and therefore are not
included in the fiem's fair value hierarchy in Nows 6
through 8. Had these financings been included in the firm's
fair value hierarchy, they would have been primarily
classified in level 2 as of both December 2017 and
December 20016,

506/581

oOoOooodn



THE GOLDMAN SACHS GROUP, INC AND SUBSIDIARIES

Motes to Consolidated Financial Statements

The table below presents information about other secured
financings.
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The table below presents other secured financings by
maturity date,

S Mendl s fis of

£ i rillong Dicdlar H) Totad £ i enidiones Diegaenbar 2017

As of Decamber 2017 Ol Secyred hinancmgs [$hartam) 514,896
Othar securad financings Ishort-tam Drthier sacured financings lang-tarm)

Al air vl § 7704 § 6856 514,580 e 2419

i $ -85 36% 398 o0 st

f s frtin st ratus =% 2E1% act 1

Cthar sacurad financings long-terml R 2455

AL ot walish % 6779 S 2006 S 9785 2023 - thersatie 1,679

At amortized cost % 107 % - % 107 Todnl ether sacurgd inancings kag-iearn 9,552

Wisighred average interest rates 2.89% =% Taotal othar secured financings 524, 7THE

Total 5145590 $10.15%8 524,788
In the table above:

Ctbsir Sacuingd finarcngs colstbrahmed by
Firancial instrumants
Cthar a35e13

$12.454 % 9,870 522324
§ 2136 § 328 § 24684

A of Decarmbear 2016
(har secured financings short-lenmi

A Fair value 359380 %373 513118
At amartined cost 3 - % - 5 -
Waighted average interast rates ® %
Cithar sacured inancngs (kadg-leamil
At Fair value 3 5567 § 2,93 § 7055
Al arnortized oot 3 145 % 308§ 4E0
Waighted average interest raies doGE 2 16%
Tagal 5037 T 6.4%8 321,523

Othae securad inancings colstaralizad by
Firancial instrumants 31385 § 5874 $6E32
Qthor assois 31,220 £ 462 3 160

I the table above:

« Short-teem other secured financings includes financings
maturing within one vear of the financial statement date
and financimgs that are redeemable within one vear of the
financial statement date at the option of the holder.

* Weighted average interest rabes excludes other secured
finamcings at fair valee and ncludes the effect of hedging
activities, See Note 7 for fumther mformation abour
hedmng activities.

+ Total other secured financings included 51.53 billion and
%285 million related to transfers of financial assers
accounted for as financings rather than sales as of
December 2017 and December 2016, respectively. Such
financings were collateralized by financial assets of
51.57 hillion and 5285 million as of December 2017 and
December 2016, respectively, primarily mmcluoded in
financial instruments ewned.

Other secured financings collateralized by financial
istruments included $16.61 killion and §13.65 billion of
other secured financings collateralized by financial
imstruments  owned  as of December 207 and
December 2016, respecrively, and 8571 billion and
%618 billion of other secured financings collateralized by
financial instruments received as collateral and repledged
asof December 2017 and December 2018, respectively.

* Long-term other secured financings thar are repayable
prior to maturity at the option of the firm are reflecred at
their contractual maturity dates.

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

Collateral Received and Pledged

The firm receives cash and securities (e.g., U.5. government
and agency obligations, other sovereign and corporate
obligations, as well as equity secunties) as collateral,
primarily i connection with resale agreements, securitis
borrowed, derivative transactions and customer margin
lpans, The firm obtains cash and securities as collateral on
an upfront or contingent basis for derivative instruments
and collateralized apreements to reduce its credit exposure
to mdividual counterparties,

In many cases, the fiem is permitted to deliver or repledse
financial instruments received as colkateral when entering
into  repurchase  agreements and  securities  loaned
transactions, prmarily in conmection with secured cliemt
financing activities, The firm is also permitted to deliver or
repledge these financial instruments in connection with
other  secured  financings, collateralized  derivative
transactions and firm or customer settlement requirements.

The firm also pledges certamn financial instruments owned
in connection with repurchase agreements, securities loaned
rransactions and other secured financings, and other assers
(substantially all real estave and cash} in connection with
other secured financings to counterparies who mayv or may
not have the right to deliver or repledge them.

Goldman Sachs 2017 Foem 100k 145
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The table below presents financial instruments at fair value
received as collateral that were available to be delivered or

repledged and were delivered or repledged by the firm.

A o Dacorrim
£ i mligng 2017 e

Collatenl svulabls 1o ba delvared or rapiadoad 763,984 834 80O
Collatesal that was deliverad or repledged $699.666 40517

In the table above, as of December 2007 and
December 2016, collateral available to be delivered or
repledped  excludes 5152 billion amd 51547 billion,
respectively, of securities received under resale agreements
and securities borrowed transactions that contractually had
the right to be delivered or repledged, but were segregared
for regulatory and other purposes.

The table below presents information about assets pledged.

Ao o Dsceribim
Fr riditenr LR e
Financial mstruman 15 cwnad pladged 10 countarpsmies that
Had thia right b calivar of rapkadas $ 50336 i 51070
Diid nost have tha night o daliver or rapladige  § 78666 3 61,089
Cahar sssats pladgad 10 coEnlenparies that
did nof hawe the nght o delver or repledge & 48538 8 3057

The firm also segregated 510142 billion and 51529 billion
of securities included in financial mstruments owned as of
December 2017 and December 2006, respectively, for
regulatory and other purposes, See Mote 3 for information
abour segregared cash.

Note 11.

Securitization Activities

The firm securitizes residential and commercial morgages,
corporate bonds, loans and other types of financial assets
by selling these asses 1o securitization vehicles (e.g., trusts,
corporate entities and limited habilty companies) or
through a resecuritization, The firm acts as underwriter of
the beneficial interests that are sold to investors. The firm's
residential morgage sccuritizations  are  primarily  in
connection with government agency securitizations.

Beneficial interests issued by securitization entities are debs
or equity instruments that give the investors rights to
receive all or portions of specified cash inflows o a
securitization vehicle and include senior and subordinared
interests in principal, interest andfor other cash inflows.
The procesds from the sale of beneficial interests are used to
pay the transferor for the financial assets sold to the
securitization vehicle or to purchase securities which serve
as collareral.

150 Goddman Sachs 2017 Form 10-K

The firm accounts for a securitization as a sale when it has
relinguished control over the transferred financial assets.
Prior to secuntization, the firm generally accounts for assets
pending transfer av fair valee and therefore does not
rypically recognize significant gains or losses upon the
transfer of assets, Net revenues from underwriting activities
are recognized in comnection with the sales of the
underlying beneficial interests to investors.

For transfers of financial assets that are not accounted for
as sales, the assets remain in financial instruments owned
and the transfer s accounted for as a collateralized
financing, with the relared interest expense recogmzed over
the life of the transaction. See Notes 10 and 23 for further
information abowt collaeralized financings and inrerest
expense, fespectively,

The firm generally receives ¢ash in exchange for the
transferred  asseis  but  may  also  have  continuing
imvolvement with the transferred financial assets, inclueding
ownership of beneficial interests in securitized financial
assets, primarily in the form of debt instruments. The firm
may alsoe purchase senior or subordinated securities ssued
by securmization vehicles {which are wypically VIEs) in
connection with secondary market-making activiries.

The primary risks included in beneficial interests and other
interests from the firm's continuing involvement with
securitization  vehicles are the performance of the
underlying collateral, the position of the firm's investment
in the capital structure of the securitization vehicle and the
market vield for the security. These interests primarily are
accounted for at fair value and classified in level 2 of the fair
value hierarchy, Beneficial interests and other interests not
accounted for at fair value are carded ar amounts that
approximate fair value, See Notes 5 through 8 for further
information about fair value measurements.

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

Tar Endad Decarbe

£ i milons 207 208 218
Rosidental morigages 18,742 512964 81047
Commearcial morigeges T.ET2 e 5,043
Cither Tnancial assels 481 181 -
Tatal $26495 $1:573  f16512
Fatainad nleseasis cash flows 5 264 5 By 2§ 14
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The table below presents the firm's continuing invelvement
in nencensolidated sccuntization entities 1o which the firm
sold assets, as well as the votal owstanding principal
amount of transferred assets in which the firm has
contimung imvelvement,
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The table below presents the weighted average key
coonomic assumptions used in measuring the fair valuee of
morngage-backed retained imterests and the sensitivity of
this fair value to immediate adverse changes of 10% and
209 in those assumptions.

Cunstanding A o Dascnrabsn
Fancpal Retaned  Furchased 4 =7 e
 in milkons Baround Intorests  inlerests § i rilfions i 204
As of Decernber 2017 .F.seur vales ol ratzingd nlarasts 8207 31519
e Wiaighted average o lyoars)
LIS government soanoyissied Cionstant prapeyment rate
collatorahzed moengage obbgatons  $20,232  $1.120 516 Impastof 10% sdverse changs
Cithear residantal morigegs-backed 10,558 Fahl 17 Irmpact of 20% sdverse change
b commercial mortgaga-becked 7916 7 Disesn rale
Corparate dobtand other sssatbacked 2,108 56 1 Impact of 10% sdversa change
Total 240,814 52178 241 leripasct &l 20% schwersar change
As of Docarnbar 2016 lin the table abowve:
U5 government egancy-issued R
collatoralized mongege chbgations  $25,140 § 953 $24 « Amounts do not reflect the benefit of other financial
Other residential morigage-backed 381 40 & instruments that are held to mitigate risks inherent in
Othar commarcial mortgepa-backad 3587 15 - he ined
Ciorpacate debt and ciber assat-backed 12184 B8 & Ehese retar IDLErESEE.
Tital Fnoaz 30,554 36

In the table above:

* The outstanding principal amount is presented for the
purpose of providing information about the size of the
securitization entities and is not representative of the
firm"s risk of loss,

+ The firms risk of loss from retained or purchased
interests is limited to the carrying value of these interests.

* Purchased imterests represent semior and subordimated
mterests, purchased I conmection with secondary
market-making activities, in securitization entiies in
which the firm alse holds retained interests,

Substantially all of the rtoral owmstanding principal amoune
and votal retaned interests relate to securitizations during
2012 and thereafter,

The fair value of retained interests was $2.13 billon and
$1.58 billion as of December 2017 and December 2016,
respectively.

-

In additbon vo the imerests in the table above, the firm had
other continuing invelvement in the form of derivative
transactions and COMMILImENLS with certain
nonconsolidated  VIEs. The carrving value of these
derivatives and commitments was a net asset of $86 million
and 548 mullion as of December 2007 and December 20116,
respectively. The notional amounts of these derivatives and
commitments are included in maximum exposure to loss in
the nonconselidated VIE table in Note 12.

Changes in fair value based on an adverse variation in
assumpiions generally cannot be extrapolated because the
relationship of the change in assumptions to the change in
fair value is not usually linear,

The impact of a change in a particular assumption is
calculated  independently of changes m any other
assumption, In practice, simultaneous changes in
assumptions might magnify or counteract the sensitivities
disclosed above.

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

+ The discount rate for retained interests that relate to U5,
government  agency-issued  collateralized  mortgage
obligations does not include any credit loss. Expected
crecit loss assumptions are reflected in the discount rate
for the rematnder of retained interests.

The firm has other retained intercsts not reflected in the
table above with a fair value of 556 million and a weighted
average life of 4.5 vears as of December 2007, and a fair
value of $56 million and a weighted average life of 3.5 vears
as of December 2016, Due to the nature and fair value of
certain of these retained interests, the weighted average
assumptions for constant prepayment and discount rates
and the related sensmivity to adverse changes are mot
meaningful as of both December 2017 and December 2016,
The firm's maximum exposure 1o adverse changes in the
value of these interests is the carrying value of 556 million
and 36 million as of December 2017 and December 2016,
respectively.

Geldman Sachs 2017 Feem 10K 18]
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Note 12.
Variable Interest Entities

A variable interest in a VIE 5 an investment (¢.g., debt or
equity securities) or other interest (e.g., denvatives or loans
and lending commirments) that will absorb portions of the
VIE's expected losses andlor receive portions of the VIEs
expected residual returns.

The firm's variable interesis in VIEs include senior and
subordinared debr; loans and lending commitments; limired
and general partnership interests; preferred and common
equity; derivatives that may include foreign currency,
cquity andfor credit risk; guarantees; and certain of the fees
the finm receves from investment funds, Certain interest
rate, foreign currency and credit derivatives the finm enters
inte with VIEs are not vanable interests because they
create, pathee than absorb, risk.

VIEs generally finance the purchase of assets by issuing debt
and equiry securities that are either collateralized by or
indexed to the assets held by the VIE. The debt and equity
securities issued by a VIE may include tranches of varying
levels of subordination. The firm's involvement with VI1Es
meludes secuntization of financial assets, as described in
MNote 11, and investments in and loans 1o other types of
VIEs, as described below, See Note 11 for further
information abowt securitization activities, including the
definition of beneficial interests. See Note 3 for the firm"s
consclidation policies, including the definition of a VIE.

VIE Consclidation Analysis

The enterprise with a controlling financial interest ina VIE
& known as the pnmary beneficiary and consolidates the
VIE. The firm determines whether it s the pomary
beneficiary of a VIE by performing an analysis that
principally considers:

* Which variable interest holder has the power to direct the
activities of the VIE that most significantly impact the
VIE's economic performancs;

Which variable interest holder has the ebligation to
absorb losses or the right to receive benefits from the VIE
that could potentially be significant to the VIE:

+ The VIE's purpose and design, including the risks the VIE
was designed to create and pass through to its varuable
interest holders;

+ The VIE's capital structure;

* The terms between the VIE and its vamable interest
holders and other parties mvolved with the VIE; and

+ Relaved-party relationships.

152 Goddman Sachs 2017 Form 10-K
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The firm reassesses its evaluation of whether an entity is a
VIE when cettam reconsideration events occur. The firm
reassesses 115 determination of whether ot is the primary
beneficiary of a VIE on an ongoing basis based on current
facts and circumstances.

VIE Activities

In 2017, the firm agpregated corporate debt VIEs with
other asset-backed VIEs and aggregated power-related VIEs
with real estate, credit-related and other investing VIEs
(rather than in mvestments in funds and other VIEs).
Previously reported ameunts have been conformed to the
current presentation.

The firm is principally involved with VIEs through the
following business activities:

Mortgage-Backed WIEs. The firm sells residential and
commercial mortgage loans and securities 1o morgage-
backed VIEs and may retain beneficial interests in the assets
sold to these VIEs. The firm purchases and sells beneficial
interests mswed by mortgage-backed VIEs in connection
with market-making activities. In additien, the firm may
enter inte derivatives with certain of these VIEs, primarily
mterest rate swaps, which are typically not vanable
miterests, The fiem generally enters mte denvatives with
other counterparties 1o mitigate s risk.,

Real Estate, Credit- and Power-Related and Other
Investing VIEs. The firm purchases equity and debt
securitics issued by and makes loans to VIEs that hold real
estate, performing and nonperforming debt, distressed
loans, power-related assets and equity securities, The firm
typically does not sell assets vo, or enter mnto denvatives
with, these VIEs.

Corporate Debt and Other Azset-Backed VIEs. The firm
stroctures VIEs thar 1ssue notes to chients, and purchases and
sells beneficial interests isswed by corporate debt and other
asser-backed VIEs in connection with marker-making
adtivities. Certain of these VIEs synthetically create the
exposure for the beneficial mterests they ssue by entenng
o credit derivatives with the firm, rather than purchasing
the underlying assers, In addition, the firm may enter into
denvatives, such as total return swaps, with certain corporate
debt and other asser-backed VIEs, under which the firm payvs
the VIE a return due to the beneficial interest holders and
receives the return on the collateral owned by the VIE. The
collateral owned by these VIEs is primarily other asse-
backed loans and securities. The firm penerally can be
remeved as the total retum swap counterpanty and enters
o derivarives with other counterparties to mitigate s risk
related 1o these swaps. The firm may sell assets o the
corporate debt and other asset-backed VIEs it structures,
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Principal-Protectad Note VIEs. The firm structures V1Es
that ssue prncipal-protected notes to clients. These VIEs
own portfolios of assets, principally with exposure 1o hedge
funds, Substantially all of the pancpal protection on the
notes issued by these VIEs is provided by the asset portfolio
rebalancing that is required under the terms of the notes.
The firm enters into total return swaps with these VIEs
under which the firm pays the VIE the return doe to the
principal-protected note holders and receives the return on
the assets owned by the VIE. The firm may enter imo
dervatives with other counterparties to mitgate its risk.
The firm alse obtains funding through these VIEs,

Investments in Funds, The firm makes equity investments
in ¢emain of the investment fund VIEs &t manages and is
entitled to receive fees from these VIEs. The fiem typically
does not sell assets to, or enter into dervatives with, these
VIEs.

Adoption of ASU No., 2015-02

The firm adopted ASU Mo, 2015-02 as of January 1, 2016,
Upon adoption, certain of the firm's investments in entities
that were previously classified as voling interest entities are
now classified as VIEs. These include investments in certain
limited parrnership entities thar have been deconsolidated
upon adoption as cerain fee interests 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 further information about the

adoption of ASU No, 2015-02,

Monconsolidated VIEs. As a result of adoption as of
January 1, 2016, investments m funds nonconsolidated
VIEs included $10.70 billion in assets in VIEs, 5543 million
in careving valwe of variable interests — assers and
5359 million in maximum exposure to los related 1o
investments in limited partnership entities  that werne
previously classified as nonconsolidated voting interest
entities,

Consolidated WIEs. A: a resull of adoption as of
January 1, 2016, real estate, credit-related amd other
mvesting consolklated VIEs included 5302 mullion of assets,
substantially all included in financial instruments owned,
and 5122 million of habilities, inclhided in other Rabilities
and accrued expenses, primarily related to investments in
limited partnership entities that were previously classified
asconsolidated voting interest entities,
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Monconsolidated VIEs

The table  below  presents a  summary  of  the
nonconsolidated VIEs in which the firm holds variable
interests, The nature of the firm's variable interests can take
different forms, as described in the rows under maximum
exposire to loss.

¥ o rvliong 7 216
Taotal noncensolidated VIEs
Bzspts in VIES 2979862 70083
Carrpng wvalue of vanabla interasts — assels B425 6,159
Carrgng value of vanable interasis — habiities 214 254
Meomusn exposune b kss
Ratasniad interasns 2118 1,564
Furchased inlerasts 1172 544
Commemanis and Quaranises 3482 2,19¢
Dammtives 8406 7144
Loans and investments 4,454 3,760

Total maximum eaxposur to loss

In the table above:

The firm's exposure to the oblipations of VIEs is generally
limited to its interests m these entities. In certain
imstances, the ficm provides guarantees,  including
derivative guarantees, o VIEs or holders of variable
imteress in VIEs.

The maximum exposure to bos excludes the benedit of
offserting financial instruments that are held 1o mitigare
the risks associated with these varable interests.

The maximum exposure to loss from retaimed interests,
purchased interests, and loans and investments is the
carmving value of these interests.

The maximum exposure to loss from commitments and
guarantees, and derivatives is the notional amount, which
does not represent anticipated losses and also has not
been reduced by vnrealized losses already recorded. As a
result, the maximum exposure To loss exceeds Labilities
recorded  for commitments  amnd  guarantees, ansd
derivatives provided to VIEs.

Taotal maxirmam exposure 1o loss from commitments and
guarantees, and derivatives included $1.26 billion and
S1.28 billion as of December 2007 and December 2016,
respectively, related to transactions with VIEs to which
the firm transferred assets.
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THE GOLDMAN SACHS GROUP, INC AND SUBSIDIARIES

MNotes to Consolidated Financial Statements

The table below disaggregates, by principal business
activity, the information for nonconsolidated VIEs included
in the summary table above.

fn al Descarriar

£ i mligng 2017 e
Mortgage-hacked
Assals in VIEs §85,183  §3iTi4
Camang walue of vansbls intirasts — a3sa1s 1,128 1,856
Maxmum axposure o loss
Fetamed milerasts 2,055 1.508
Purchased interasis 1.067 48
Commiments and guaraniods Lk B
Danvatives 43 163
Total maximum axposura to loss %323 1004
Real estate, credit- and power-related and other investing
Assaisin VIEs $16.53% {117
Camang valus of vanabls intérests — a55015 3288 a1
Cairying value of vanable inlerests — lisblites 2 9

Maomum exposuns b boss

Commilmants and guadaniisd 1,897 1,658
Loans and invastments 3.28% 1811
Total maximum exposuna to loss 5 4906 14560
Corporate debt and other asset-backed
Asselsin VIEs $16.261 311,540
Caryng valus of vanabls interasts — pasels 1.660 B0
Camyang valua of vanabla interasts — labshites 2 245

Maxgmum sxposune o loss

Falamed milaaasts 1] 55
Furchasad miarasis 108 15
Commitmants and Quarsniias 1,779 diE]
Dematies 8,303 6975
Leans and invasiments 617 a4
Total maximum exposurn to loss 511,080 3 1706
Investments in funds
e i VIES £11.01% 314,058
Camyang value of vanabls intarasts — assels 348 T80
Maamum sxpasung b lass
Cormmamants and Quarsniiss 13 68
Do tives 4 ]

Loans and invastmants
Total maximum exposure to loss

348
§ 407 & ond
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As of both December 2007 and December 20016, the
carrying values of the firms wvariable interests in
nonconsolidated VIEs are mecluded i the consolidated
statements of financial condition as follows:

+ Morngage-backed: Assets were primarly included in
financial instrwments owned,

Real esrare, credit- and power-related and other mvesting:
Assers were primarily included in financial instruments
owned and liabilities were included in  financial
instruments  sold, but not yet purchased and other
Labilitics and accrued expenses.

Corporate debt and other asset-backed: Substantially all
assets were included in financial instruments owned and
habilities were included in financial instruments sold, but
not yet purchased,

Investments in funds: Assets were included in financial
mstruments owned,

Consolidatad VIEs
The table below presents a summary of the carrying value
and classification of assets and liabilities in consolidated

WVIEs.

A ol Deipiribins
£ i millons 207 ]
Total consclidated VIEs
Asgols
Cash and cash aqunvalents $ 278 % 300
Racarmbles Irom cusiomers and countapariss 2 =
Loan s racaivalbke a7 (= Ek]
Findncsl nstremants dwrniad 1,984 7047
Cither assals 1,273 532
Tatal $3 1M Fa 53R
Lizhilires
Oiher secuwed financngs 1083 5 554
Fayabias 1o beobars, dealars and clasrng ofganizatons - 1
Financal insiruments sobd, but ot yel purchased 15 7
Unisecunsd shor-tarm bonowings T8 1497
Lirgaduiad adgairn B s 225 334
Oithar lishilities and acorued sxpansas 77 k]
Total $1.919 7,198

In the table above;

* Assets and labilitses are presented net of intercompany
eliminations and exclude the benefin of offserting financial
inserumeents that are held to mitigate the risks associared
with the firm's variable interests,

VIEs in which the firm holds a majority voting interest are
excluded if {ij the VIE meets the definition of a business
and (i1} the VIE's assets can be used for purposes other
than the settlement of its oblipations.

Substantially all assets can only be used to setile
obligations of the VIE.
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THE GOLDMAN SACHS GROUP, INC AND SUBSIDIARIES
Motes to Consolidated Financial Statements

The table below disapgregates, by principal business
activity, the information for consolidated VIEs included in
the summary table above.
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Note 13,
Other Assets

Ohther assets are generally less liquid, nonfinancial assets,

The table below presents other assets by type.

#a ol Dotbirb
F irv resl iy T o
Raal astata, cradit-ralated and other investing s o Decerrbar
Assals £ in illons 217 e
Cash o cash gaquivalpnls § 278 = oo Praperty. leasahodd improvaments and equipment §15,094 512,070
Loans recenabia s oo Goodwill and idantifiable inanghla assets 4038 40095
Financial matumanis ownbd 838 1,703 Ieweama b e assans 4.728 E 550
Cithar asse1s 1287 650 Miscs llanscus receivables and ather 486 5 TE5
Total $2812 33701 Total $28,346 10545
Liabilvties
Cthwar s finarcings § 327 i omd I the table aboves
Payaibles to brokers, dealers and clearng crganizations - 1
:J'i?:f'.illf.?.p'Zf:aﬁ;:.'ﬂdréiﬁwﬁl purchasad E;; quz * Propeny, leasehold improvements and equipment is net
P — — T o9 5 of accumulated  depreciation and  amomization  of
- SR.28 billion and $7.68 billion as of December 2017 and
Morgage-hacked and other asset-backed December 2016, respectively.  Property,  leasehold
:;:E-ri:st-'m e e A1 e s 25 improvements and equipment included $5.97 billion and
Loons racerable iaakas B2 - £5.9¢ billion as of Decemnber 2017 and December 2016,
Financial nstruments ownad 4z 53 respectively, related 1o propenty, leasehold improvements
CHhor assats I and equipment that the ficm uses in connection with its
T:r::--.m 5§30z ¢ gperm_ion& 'I'Ihe remaifmrr is held by imfe_s:mem e_milr':es.
If,:.:l;.:r.s.'n:ur-\': financings & 207 4 190 mcludmg "u’ll;s, “?mhdﬂ‘_md' h' Th? fiem. Nthﬂﬂn:r"1lljl_ﬂli
Total s 207 1 & property and equipment is depreciated on a straight-line
basis over the useful life of the asset. Leaschold
Principal- protacted note improvements are amortized on a straight-line basis over
;;’;:I Iatruenan s oo s 86 5 the useful life of the improvernent or the term of the lease,
Total — - % 56 & whichever is shomer, Capitalized costs of software
P developed or obtained for internal use are amonized on a
Oither secured financings § 489 § 47 Sl‘rili.gh‘t-“nl: basis over three years.
Uindizuira Shafbiadm Barmowangs 7% 197 L .
Unsecured bong-term borrowings BB 3 s The decrease i income tax-pelated assets during 2017
Total $ 793 i 967 primarily reflected the estimated impact of Tax
Legislation on income tax-related assets. See Note 24 for
In the table above: further information about Tax Lepislation.

» The majporiy of the assets in prncipal-protected notes VIEs
are intercompany and are eliminated in consolidarion,

» Creditors and beneficial interest holders of real estate,
credit-related and other imvesting VIEs, and mongage-
backed and other asset-backed VIEs do not have recourse
to the general credit of the firm.

Miscellaneous  receivables and other included debt
securities. accounted  for  as  heldto-maturity  of
SE00 million and $87 million as of December 2007 and
December 2006, respectively, As of both Decernber 2017
and December 2006, these securnties were backed by
ressdential real estate and had marurities of greater than
ten years. These securities are carried at amorntized cost
and the carrying value of these securities approximared
fair value as of both December 2017 and December 2016,
As these securities are not accounted for at fair value
under the fair value option or &t fair value in accordance
with other 1.5, GAAP, their fair value is not included in
the firm's fair value hierarchy in Notes 6 through 8. Had
these securities been included in the firm's fair value
hierarchy, substantially all would have been classified in
level 2 as of both December 2017 and December 2016,
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THE GOLDMAN SACHS GROUP, INC AND SUBSIDIARIES

MNotes to Consolidated Financial Statements

Miscellaneous receivables and other included investments The quantitative goodwill test compares the estimated fair
in qualified affordable housing projects of 3679 million value of cach reporing unit with its estimated net book
and S682 mulbon as of December 2017  and value {including goodwill and dentifiable mangible
December 2016, respectively. assetsd, 15 the reporting unit’s estimated (e value excesds
its estimated net book value, goodwill is not impaired. An
impairment 8 recognized if the estimated fair value of a
reporting unit is less than its estimated net book value, with
the amount of impairment equal to the difference between

Miscellaneous receivables and other included equiry-
miethod investments of 3275 million and 5219 million as
of December 2017 and December 2016, respectively.

+ Miscellaneous receivables and other included assers those values. To estimate the fair value of each reporting
classified as held for sale of 5634 million as of unit, a relative value technique is used becawse the firm
December 2017 selated to cemain of the firm's believes marker participants would wse this technique o
consolidated investments within its Investing & Lending valwe the firms reporting units. The relative value
segment, substantially all of whach consisted of propenty technique applies observable price-to-earnings multiples or
and equipment. price-to-book mubtiples and projected return on equity of

comparable competitors to reporting units” net earnings or
mel book value, The estimated net book value of each
reporting unit reflects an allocation of total shareholders”

Geooedwill and ldentifiable Intangible Assets
Goodwill. The table below presents the carmving value of

goodwill. equity and represents the estimated amount of total
PR sharcholders” equity required to support the activities of the
- reporting unit under corrently applicable regulatory capital

£ irv il Bgns 27 i [:3 mquirtmen]s.

It Banking

Financial Adwisory $ % 3 = In the fourth quarter of 2017, the firm assessed goodwill for
,J"S‘T\;:'gﬂ__ﬂ —— L % impainment for each of its reporting units by performing a
FICC Cliant Exacution 265 80 qualirative assessment. Multiple factors were assessed with
Equities chant execution 2403 TA03 respect 1o each of the firm's repoming units to determine
in,ff’;l‘_j:,'::Jlfj pol- vy s "2 whether it was more likely than not that the estimated fair
irvastment Managamant 605 e value of any of these reporting units was less than its
Tatal 53888 165G estimated carrying valwe. The qualitative assessment also

constdered changes since the prior quantitative tests,
Goodwill 15 the cost of acquired companies in excess of the
fair value of net assers, including identifiable imangible
assets, at the acquisition date.

The firm considered the following factors in the qualitative
assesament  performed  in the fourth quarter  when
evaluating whether it was more likely than not thar the fair
Goodwill is assessed for impairment annually in the fourth value of a reporting unit was less than its carrying value:

LIACTEr & More fl.'l." uwently .Eﬁ'ﬁ IS OCCUE OF CIECUMSTAnes .
4 ! quentiy ¢ s R + Parformance Indicators. During 20017, the firm's net

change that indicate an impairment may exist. When o ;
assessing goodwill for impairment, first, qualitative factors werenes. andd pre-Cax mangin incresed 4 compared with

are to determine whether it is more likely than not 2006, MNet earmings, diluted carnings per comimon share,
that the fair valee of a reporting unit is less than its carrying return on average common sharcholders” equity and book
valee, If the results of the qualitative assessment are not vﬂl";: 1‘;::' ?‘rr;:mn Sha,.'; for I'l}]?l.detrtﬂ-ﬁ;:!.i 45 mmp'a,f:bd

- N - . wit 1 we to Tax Legislation. However, Tax
conclusive, a quantitative goodwilltestis performed. Legislation will result in a lower effective income tax rate
in the future. See Note 24 for further information about
Tax Legglation. In addition, although cerain expenses
increased, there were no significant negative changes 1o
the firm's overall cost structure since the prior
quantitative goodwill tests were performed.

Firm and Industry Events. There were no events, entity-
specific or otherwise, since the prior quantitative
goodwill tests thar would have had a significant negative
impact on the valuation of the firm's reporting units.
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THE GOLDMAN SACHS GROUP, INC AND SUBSIDIARIES
Motes to Consolidated Financial Statements

+ Macrosconomic Indicators. Since the prior quantitative
goodwill tests, the firm's general operating environment
mmpreved as concerns abour the owlook for global
economi growth moderaed.

Fair Value Indicators. Since the prior guantitative
pooclwill tests, fair value indicators improved as global
equity prices inereased and credit spreads nghtened, In
addition, most publicly teaded industey  pamicipants,
including the firm, experienced increases in stock price,
price-to-book multiples and price-to-carnings muliiples.

As a result of the gualntative assessment, the finm
determuned that it was more hkely than not that the
estimated fair value of each of the reporting units exceeded
its respective carrying value, Therefore, the firm determined
that goodwill for each repoting unit was not inpaired and
that a quantitative goodwill test was moet requaned.

Identifiable Intangible Assets, The table below presents
the carrying value of identifiable intangible assets,

15, of Dacanmbar

X i rlbons 2017 06
Instutonsl Chent Sarncas

FIQE Clisnt Exscution 5 37 § 65

Equatias clant axacution B8 143
Imwsstmg & Landing 140 105
Invastment Managamant 108 118
Total $ az3 3 a9

The table below presents urther details on the net carrying
value of identifiable intangible assers,

A of Dacannbar

Customer lists

Giroas carrying valus £1081  F1.085
Accumulated amortizabon {30:3) LE3T
Ml carrang walkae 188 7]
Othar

Gross carming valus 584 543
Ecurnuliiod amoetizanon 1254 1347}
hal carryng walue 185 Fii]
Total gross carrying value 1675 1,608
Total accumulated amortization {1.302) 11,1741
Total net carrying value § 3r: i 420
In the table above:

* The met carrving value of other mangibles primarily
includes intangible assets related 1o acquired leases and
commodities transportation rights.

» During 2017 and 2016, the firm acquired $113 million and
$89 million, respectively, of intangible assers, primarily
relared 1o acquired leases, with a weighted average
amortization period of five and three years, respectively.
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Substantially all of the firm's identifiable intangible assets
are considered to have finite useful lives and are amortized
over their estimated useful lives generally using the straigh-
line method.

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

our Ended Dacerrizer

$ i il 7 ané En
Anorhzation $160 3162 3132
fus o
§ o rvliong Diecambar 2017
Estimated future amortization
g 5133
priukl £ 48
030 5 39
021 %27
1022 5 20
Impairments

The firem tests propedy, kasehold improvements and
equipment, idertifiable intangible assets and other assers
for impairment whenever evemts or changes in
clreumstances suggest that an asser’s or assel group’s
carrying value may not be fully recoverable, To the extent
the carrying value of an asset 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 s impaired and records an impairment
equal 1o the differende between the estimated fair value and
the carrving value of the asser or asset group. In addition,
the firm will recognize an impairment prior to the sale of an
asset if the carrying value of the asset exceeds its estimated
fair value.

During 2017, 2006 and 2015, impairments were not
material to the firm's results of operations or financial
condition.
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THE GOLDMAN SACHS GROUP, INC AND SUBSIDIARIES

MNotes to Consolidated Financial Statements

Note 14.
Deposits

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

Sdvegs and

§ in milbons Darrand T Tota
As of Dacember 2017

Frovate bank doposils S505T9 £ 1623 5 BRLIMe
Marcus daposits 13,767 3,230 17,197
Brokered cortdicstos of depasit - 35,704 35,704
Ceposit sweed programs 16,019 - 16019
Insuiubanal deposns i 17.861 17.E62
Tatal 580,366 558,218 5136604
s of Decambar 2016

Privisbe bank <o posil: 0655 £ 300 £ 53785
Marcus deposits 16,511 1.3% 11,848
Brokarod cortdustas of dopasit 34,005 005
Dieposit swaep programs 16,014 - 165014
Imatilubonal depaans 12 ER=1-x ] LTk
Tolal $77047 26501 $124088
In the table above:

Substantially all deposits are interest-bearing.

savings and demand depesits have no stated maturity.

+ Tamee deposits included $22.90 illion and $13.78 hillion
as of December 2017 and December 2016, respectively,
aof deposits accounted for at fair value under the fair value
option. See Mote 8 for further information about deposits
accounted for at fair value,

* Tume deposits had a weighted average maturty of
approximately 2 years and 2.5 years as of December 2007
and December 2016, respectively.

Dieposit sweep programs represent long-term contractual
agreements with several US, broker-dealers who sweep
client cash o FDIC-insured deposits,

Deposits insured by the FDIC as of December 2007 and
December 2016 were approximately $75.02 billion and
56991 billion, respectively.
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The table below presents deposits held in U5, and non-U.5
offices.

A of Decambar
£ milons 1T e
LS offices 111,002 3006,057
Mondl 5 officas 27,602 18,061
Tatal 5138, 604 124,008

In the table above, U.S. deposits were held ar Goldman
Sachs Bank USA (G5 Bank USA) and substantially all
non-U.5.  deposis were  held at Goldman  Sachs
International Bank (GSIB).

The table below presents maturities of time deposits held in
.5, and non-11.5. offices.

As of Decembar 2007

VR Men-L15 Total

513106 5§ 15087 § 28,143

7.297 3.17% 10,476

5,142 12 E154

3574 43 3617

b 4,907 BE 4,953

23 - Lheveafter 5.289 546 5835
Total 538315 S 18803 5 583k

As of Decernber 2017, deposits in 1.5, and non-LLS, offices
included 51,43 billion and 51166 billion, respectively, of
time deposits that were greater than $2.50,000,

The firm's savings and demand deposits are recorded based
on the amount of cash received plus acerued interest, which
approximates fair value. In addition, the firm designares
certain derivatives as fair value hedges ro conven a portion
of its time deposits not accounted for at fair value from
fixed-rate obligations into floating-rate obligations. The
carrying value of time deposits not accounted for ar fair
value approximated fair value as of bath December 2017
and December 2006, While these savings and demand
deposits and time deposits are carried at amounts that
approximate fair value, they are not accounted for at fair
value under the fair value option or at fair valee in
accordance with other US. GAAP and therefore are not
mcluded in the firm's fair value hierarchy in Notes 6
through 8. Had these deposits been included i the firm's
fair value hierarchy, they would have been classified in
level 2 as of both December 2017 and December 2016,
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Mote 15.
Short-Term Borrowings

The table below presents details abour the finm's shon-term
borrowings.

&g ot Daeairbipr

£ in malbons Faed d
Other secured fingncings {shor-tem) $14.896 315000
Linspcunipd Shot i bornownngs 45 922 33 TER
Total 61,818 352,555

See MNote 10 for information abowt other secured
financings.

Unsecured short-term borrowings includes 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 ome vear of the
financial statement date at the option of the holder.

The firm accounts for certain hybrid financial instruments at
fair value under the fair value option, See Note 8 for further
informarion about unsecured short-term borrowings that are
accounted for at fair value. The carrying valwe of unsecured
short-term borrowings that are not recorded at fair value
generally approxaimates fair valoe dve to the shor-term
nature of the obligations. While these unsecured short-term
rorrowings are carried ar amounts thar approximate fair
valbue, they are not accounted for ar fair valve under the fair
value aption or at fair value in accordance with other U5,
GAAP and therefore are not included in the finm's fair value
hierarchy in Notes & through 8. Had these borrowings been
mcluded in the firm's fair value hierarchy, substantially all
would have been classified in level 2 as of both
December 20017 and December 2016,

The table below presents details abour the firm's unsecured
shor-term borrowings.

As of Decommbar

¥ i maeng 2017 2018
Currend porhion of wasourad lnglem bomcwings 530,080 23833
Hiybend mants 12973 11,700
Chbvar ureas urad et rrm b 3,859 4,037
Total S46,8588 130005
Viaighied sverage intedssl rate 2.78% 1E8%
In che table above:

* The current portion of unsecured bong-term borrowinis
incleded $26.28 billion and $21.53 billion as of
December 2017 and December 2016, respectively, issued
by Growp Inc.

* The weighted average interest rates for these borrowings
include the effect of hedging activities and exclude
unsecured shor-term borrowings accounted for at fair
value under the fair value option. See Note 7 for further
mfermation aboul hedaing activities.
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Note 16.
Long-Term Borrowings

The table below presents details about the firm's long-term

borrowings.

A of Dacarnbes:
£ i rvlong T e

Cithr secusiad hinancmgs iong-larmi 5 9892 I G406
Unsizuned long-term bomowings 217,687 180,085
Tatal $22TET 1157490

See MNote 10 for information about other secured
financings.

The table below presemts unsecured long-tenm borrowings
extending through 2057, which consists principally of
semor borrowings.

s Manl S

F o vty Deallys T Farsl
As of Decembar 217
Frepcheata obbganons

Gueoup Inc $101.791  § 35116 5136507

Saub sickanags T244 1,858 4,103
Floatingrate cbigations

Gaoup Ine 29637 731,938 E3 K76

Subsicdanas 14977 8,155 23,102
Total $148.645 5 69,088 217,687
A5 of Decembser 2016
Figd-mala obbgations

Group Ing % 31,274 5125159

Subsicianas 885 3,113
Floatingrate obbgations

Group Ins 18,112 46,976

Sub sidaras 4,554 13,835
Tedn 3 BB, 275 180,088
In the table above:

-

Floating interest rates are generally based on LIBOR or
Overnight Index Swap Rare. Equity-linked and indexed

instruments are included in floating-rate obligations.

Interest rates on U5 dollar-denominated debr ranged
from 1.60% o 10.04% (with a weighted average rate of
4.24%:) and 1.60% to 10.04% (with a weighted average
rate of 4.537%} as of December 20007 and December 2016,
respectively.

Interest rates on non-U.S. dollar-denominated debt
ranged from 0.3 1% to 13.00% (with a weighted average
rate of 2.60%) and 0.02% to 13.00% (with a weighted
average rate of 3.05%) as of December 2007 and
December 2016, respectively.
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The table below presents unsecured long-term borrowings
by maturity date.

Az of Decamber 2017
§ in milfong Groaping.  Subsidiaries Total
2013 5 M.M6 & RSO 5 D056
2000 0.5 2905 3,120
2021 20,547 1234 1,781
AfrE 1,044 1,568 602
2023 - tharaatter 103,761 16918 199,679
Taotal 5150452 527306 S210.687

I the table above:

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 are
exclueded as they are included in unsecured shori-term
borrowings.

Unsecured long-term borrowings that are repayable prior
to maturity at the option of the firm are reflected at their
contractual maturity dares.

*

Unsecured long-term borrowings that are redecmable
prior o matunty at the option of the holder are reflected
ar the earhest dates such options become exercisable,

Unsecured lomg-term borrowings included 55,61 ballion
of adjustments 1o the carrving value of cemain unsecured
long-term borrowings resulting from the application of
hedge accounting by wear of mamrity as follows:
5167 million in 2019, $192 million in 2020, $387 mallion
in 2021, S{82) million in 2022, and $4.95 billion in 2023
and thereafter.

The firm designates certain dervatives as fair value hedges
to convert a portion of s hixed-rave unsecursd long-term
borrowings mol accounted for ar fair value into floating-
rate obligations, See Mote 7 for further information abour
hedging activities.

The table below presents unsecured long-term borrowings,
after giving effect to such hedging activities.

£ i el Grou Ing T T Totsl
As of Decermber 2007
Feechrate ablgabans
AR Tair valye g - & 47 3 147
Ar arorhzed cost 85,561 1,852 90,803
Floating-rate cbiigabons
Al forr valua 18,207 20384 18491
At arrorhzed cost 85,324 2922 BE. 246
Total 5150,452 21206 E2V1687

Ao of Decamber 3018
Fesechrata ablgatons

Ak {aer valua i = £ 150 £ 158
Al arroriinesd cost FLEDS s ] sd,08
Fioating-rate ohligatons
AL fair valva 1.5 11,665
Al amartized cosl g£3.319 1635
Todal $172.13% $18.551
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In the table above, the weighted averape interest rates on
the aggregate amounts were 2.86% (3.67% related o
fixed-rate obligations and 2.02% related 1o floating-rate
obligations} and 2.87% (3.90% related 1o fixed-rate
obligations and 1.97% related 1o floating-rave obligations)
as of December 20007 and December 2016, respectively.
These rates exclude unsecured long-term  borrowings
accounted for at fair value under the fair value option.

As of both December 2117 and December 20018, the
carrying value of unsecured lonp-term borrowings for
which the firm did not ekea the fawr wvalue option
approximated fair value. As these borrowings are not
accounted for ar fair value under the fair value option or at
fair value in accordance with other U5, GAAP, their fair
value iz not included in the firm's fair value hicrarchy in
Notes 6 through 8. Had these borrowings been included in
the firm's {air valoe hierarchy, substantially all would have
been classified i level 2 as of both December 2017 and
December 20016,

Subordinated Borrowings

Unsecured long-term borrowings includes subordinated
debt and junior subordinated debr. Junior subordinared
debt s junior in right of payment to other subordinated
borrowings, which are junior to senor borrowings. As of
December 2017 and December 20016, subordinated debt
had maturities ranging from 2020 to 2043, and 2018 1o
2043, respectively. Subordinated debt that matures within
eve year is included in unsecured short-term borrowings,
The table below presents  details about the firm's
subordinated borrowings.

Par Carnying
& in eiBovng B Arviad At

As of Decombar 2017

14,117 $16235 3.01%
1,168 1538  2.3Th
S15285 817,774 3.04%

Ais of Decarnbaes 2016

Subssdinatad dsbit i 058 17,6804 4 9%,
Jumior subcedinated debi 1,560 1,808 570%
Yol TI6418 $15.413  441%
In the table above:

* Par amount and carrying amount of subordinated debt
ssued by Group Ine. were 51396 billion and
$16.08 billion, respectively, a8 of December 2017, and
$14.84 billion and $17.39 billion, respectively, as of
December 2016,

* The rate is the weighted average interest rate for these
borrowings, including the effect of fair value hedges used 1o
convert fixed-rate obligations inte floating-rate obligations,
See Mote 7 for further mformation about hedming adivities,
The rates exclude subordinated borrowings accounted for at
fair value under the fair valoe oprion,
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During 20117, the firm repurchased or redeemed
subordinated debt with a par amount of 51.45 billion
{carrying value of S1.80 billion) for $1.70 bilon. As a
result, such debs was extinguished.

Junior Subordinated Debt

Junior Subordinated Debt Held by Trusts, In 2012, the
Vesey Street Investment Trust | {Vesey Street Trust) and the
Mureay Steeet Investment Trust | (Mureay Steeet Trust)
issued an aggregate of 5225 billion of sentor guaranteed
trust securities to third parties, the proceeds of which were
used to purchase junior subordinated debt issued by Group
Inc. from Goldman Sachs Capital Il and Gobdman Sachs
Capital 1l (APEX Trusts). The APEX Trusts used the
procesds 1o purchase shares of Group Ine’s Perpetual
Mon-Cumulative  Preferred  Stock, Series E (Series E
Preferred Stock) and Perpemial Mon-Comulative Preferred
Stock, Series F (Series F Preferred Stock). The senior
guarantesd trust securities pssued by the Vesey Street Trust
and the related jumor subordinated debt matured dunng
the third quarter of 2016, As of December 2016,
$1.45 billion of senior guaranteed trust securities isswed by
the Mureay Street Trust and the related junior subordinared
debt were owtstanding. These securities and the related
jumior subordinated debt matured during the first quarter
of 2017,

The APEX Trusts are Delaware statutory trusts sponsored
by the firm and wholly-owned finance subsidiaries of the
firm for regulatory and legal purposes bur are not
consolidated for accounting purposes.

The firm has covenamted in favor of the holders of Group
Ine’s  6.343% jqunior  subordinated  debr  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 Growp Inc's
Series O Perpetual Non-Cumulative Preferred Stock if the
redemption or purchase results in less than %253 million
agpregare liguidation preference owrstanding, prior 1o
specified dates in 2022 for a price that exceeds a maximum
amount determined by reference to the net cash proceeds
that the firm has received from the sale of qualifying
securties. Dunng 20016, the firm exchanged a par amount
of 51,32 billion of APEX issued by the APEX Trusts for a
corresponding redemption value of the Series E and Series F
Preferred Stock, which was perminted under the covenanrs
referenced above.
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Junior Subordinated Debt Issued in Connection with
Trust Preferred Securities. Group Inc.  isswed
5284 bilhon of junior subordinated debt in 2004 1o
Golklman Sachs Capital 1 (Tresth, 3 Delaware statumtory
trust, The Trust issued $2.75 billion of guaranteed
preferred beneficial interests (Trust Preferred Securities) to
third parties and 585 million of common beneficial interests
to Group Inc. and used the proceeds from the ssuances to
purchase the junior subordinated debt from Group Inc. As
of December 2017, the outstanding par amount of junior
subordinared debr held by the Trust was 51,17 billion and
the eutstanding par amount of Trust Preferred Securities
and common beneficial interesis issued by the Trust was
51.13 billion and 535.1 million, respectively. During 2017,
the firm purchased 5186 million (par amount) of Trust
Preferred Secorities and delivered these securities, along
with $5.7 million of common beneficial interests, 1o the
Trust in exchange for a corresponding par amount of the
junior subordinated debt. Following the exchanges, these
Trust Preferred Securities, common beneficial imerests and
jumior subordinated debt were extingushed. As of
December 2016, the owstanding par amoumt of jumior
subordinated debt held by the Trust was $1.36 billion and
the outstanding par amount of Trust Preferred Securities
and common beneficial interests issued by the Trust was
£1.32 billion and S40.8 million, respecrively, The Trust is a
wholly-ovwned finance subsidiary of the firm for regulatory
and legal purposes but is not consolidated for accounting
pUrposes,

The firm pays imterest semicannually en the junior
subordinated debt ar an annuwal rare of 6.345% and the
debt maturces on February 15, 2034, The coupon rate and
the payment dates applicable to the beneficial interests are
the same as the interest rate and payment dates for the
junior subordinated debs. The firm has the right, from time
to time, to defer pavment of interest on the junior
subordinated debt, and therefore cause pavment on the
Trust's preferred beneficial interests to be deferred, in each
case up to len consecutive semieannual periods, During any
such deferral period, the firm will not be permitted to,
among other things, pay dividends on or make centain
repurchases of its commen stock, The Trus s not
permitted to pay any  distributions 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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Note 17.
Other Liabilities and Accrued Expenses

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

A 3l Daobrmber
£ in roilgng 217 e

Compansation and banahls 5 6T0 & T8
h :ﬂer-['Clille terests 563 506
Ire B ASilias 4,081 1,754

ployea interasts in consobdated funds 166 7
Subordnated kbihiigs of oonsoldaied VIES 14 Bt
Accnued expanses and othar 5433 4. 24
Tatal % 16,922 £ 14,362

In the rable above, the increase in income rax-related
liabilities during 2017 reflected the estimated impact of Tax
Legislation on income tax-related liabilities. See MNote 24
for furt her information about Tax Legstation.

Note 18.

Commitments, Contingencies and Guarantees
Commitments

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

Aa of Dacarnbar
£ in millsne 2077 2016
Commercal lending
| trmant-grada

5937118 ¢

MNOR-RVaSI AN -Irase 45,251
Warghause financing 5,340
Total commitments to extend credit 143,746
Contngent and lonaqind starting collaterakred

agreaments 41,766 25,348
Fonwand startmng codlataralized Tmancings 18302 O
Letters of credt 437 373
Ir s Commitmants 6,540 B ddd
Cat 6310 B.014
Total commitments 515,991 161,174
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The table below presents the firm's commitments by period
of expiration.

s of December 2007
18- 2031- BO2T -
B w rvlony 2018 2020 Hord Thereafter
Commarcal lending
Irregstrrgndgrade £14,593 SIHEI6 SIB41T  § 1,355
el A=grachs 614 12287 21833 8547
Warehouge finanang 1,688 1,730 1241 =3 ]

Tota! commretmants o axtand crecit 1R8986 EX B3 61,6085 10,483
Contmgent and forwand starting

s dgredmenls 41,766 - - -
ting colataraized

col labe

16,902 - - -

FHE 109 = 40
2,836 676 453 2,835
6,089 m 50 =

S06.766 S50.81% S62.048 513,358

Commitments to Extend Credit

The firm's commitments to extend credit are agreements to
lend with fixed termination dates and depend on the
satisiaction of all contractual conditions o borrowing,
Thess commitments are presented net of amoums
syndicated to third paries. The total commitment amount
does not necessarily reflect actwal future cash flows because
the firm may syndicate all or substantial additional portions
of these commitments. In addition, commitments can
expare wnused or be reduced or cancelled at the
counterparty’s request,

As of December 2017 and December 2006, 512450 billion
and 59805 billion, respectively, of the firm's lending
commitments were held for investment and were accounted
for on an accrual basis. See Mote @ for further information
about such commitments. In addition, as of December 2017
and December 2016, 5984 billion and 5687 billion,
respectively, of the firm's lending commitmemts were held
for sale and were accounted for ar the lower of cost or fair
value, The firm accounns for the remaining commirments 1o
extend credit ar fair value, Losses, if any, are generally
recorded, net of any fees in other principal transactions.
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Commarcial Lending. The firm's commercial lending
commitments are  extended to  investment-grade  and
non-anvestment-grade corporate borrewers, Commitments
1o mvestment-grade corporate borrowers are prncipally
used for operating liquidity and general corporate
purposes. The firm also extends lending commitments in
connection with contingent acquisition financing and other
tvpes of corporate lending, as well as commercial real estate
financing. Commitments that are extended for contimgent
acquisition financing are often intended to be short-term in
nature, a8 borrowers often seek 1o replace them with other
funding sources.

Surmtome Mitsw Financial Group, Ine, (SMFG) provides
the firm with credit loss protection on cemain approved
loan commitments {primarily investment-grade commercial
lending commitments). The notional amount of such loan
commitments was $25. 70 billion and 52688 billion as of
December 2017 and December 2016, respectively. The
credit loss protection on loan commtments provided by
SMFG is generally limited to 95% of the first loss the firm
realizes on such commitments, up o a maximum of
approximately $950 million. In addition, subject to the
satisfaction of certain conditions, upon the firm's request,
SMFG will provide protection for 70% of addirional losses
on such commitments, up to a maximum of 51.13 hllion,
of which 5550 million and $768 million of protection had
been provided as of December 2017 and December 2016,
respectively. The firm also uses other financial instruments
to mitigate credit risks related to certain commitments not
covered by SMFG. These instruments primarily include
credit default swaps that reference the same or simubar
underlying instrument or entity, or credin defauly swaps thar
reference a market index.

Warehouse Financing. The ficm provides financing to
clients who warchouse financial assets, These arcangements
are secured by the warchoused assets, primarily consisting
of retail and corporate loans.
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Contingent and Forward Starting Collateralized
Agresments [/ Forward Starting Collateralized
Financings

Contingent and forward starting collateralized agreemems
inclades resale and securities borrowing agreements, and
forward  starting  collateralized  financings  includes
repurchase and secured lending agreements thar settle at a
future date, generally within three business days, The firm
also enters mto  commitments o provide  contingent
financing 1o its cliems and counterparties through resale
agreements, The fiem™s funding of these commirments
depends on the satisfaction of all contracteal conditions to
the resale agreement and these commitments can expire

unuscd.

Letters of Credit

The firm has commitments under letters of credit issued by
various banks which the firm provides to counterparties in
lben of securities or cash to satisfy various collateral and
margin deposic requireiments,

Investment Commitments

Investment commitments inclisdes commitments to nvest in
private equity, real estate and other assers directly and
through funds that the firm raises and manages. Investment
commitments included $2.09 billion and $2.10 billion as of
December 2017 and December 2016, respectively, related
o commitments to nvest in funds managed by the firm. If
these commitments are called, they woukl be funded at
market value on the date of investment.

Leases

The firm has contractual obligations wnder long-term
noncancelable lease agreemenrs for office space expiring on
variows dates through 2069, Certain agreements are subject
to periodic escalation provisions for increases in real estate
taxes and other charges.

The table below presents future minimum rental payments,
net of minumum sublease rentals.

fis ol
5 i il Decombar 2017
e 5 289
e 82
020 262
iy 205
022 145
023 - tharaaites ™
Tatal 51,9684

Remt charged 1o operating expenses was 5273 million for
2017, 8244 million for 2016 and 5249 million for 2015,
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Orperating leases include office space held in excess of
current requirements, Rent expense relating to space held
for growth is included in occupancy expenses, The firm
records a liability, based on the fair valee 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 that the firm will not
derive any Tuture economic benefits. Costs to terminate a
lease before the end of its term are recognized and measured
at fair value on termination. Total eccupancy expenses for
space held in excess of the firm's current requirements and
exit costs related to its office space were not material for
both 2017 and 2013, and were approximately $68 million
for 200 6.

Contingencies

Lagal Proceedings. sce Mote 27 for information abour
legal proceedings, including  certain mertgage-relared
meatters, and agreements the ficm has entered imto to toll the
statute of limitations,

Cartain Mortgage-Related Contingencies. There are
multiple areas of focos by regulators, governmental
agencees and others within the mortgage market that may
impact ofiginators, ssuers, servicers and investors, There
remains significant uncenainty surrounding the nature and
extent of any potential exposure for participants in this
mearket.

The fiem has not been a significant originator of residential
mortgape loans. The firm did purchase loans originated by
others and generally received loan-level representations.
During the perniod 2005 through 2008, the firm sold
approximately 510 billion of loans 1o government-
sponsored enterprises and approximately 511 billion of
loans o other third parties. In addition, the firm reansferred
S125 billion of loans to trusts and other mongage
securitization vehicles, In connection with both sales of
loans and secuntizations, the firm provided loan-level
repregentations  andfor  assigned  the  loan-level
representations from the pany from whom the firm
purchased the loans.

The firm’s exposure o claims for repurchase of residential
mortgage  loans  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 statute
of limitations, taking into consideration the agreements to
toll the statute of hmnations the firm entered into with
rustees representing certain trusts. Based vpon the large
number of defauls in residential mortgages, including thoss
sold or securitized by the firm, there is a potential for
repurchase claims. However, the firm is not in a position to
meake a meaningful estimate of that exposure at this time.
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Othar Contingencies. In connection with the sale of
Metro International Trade Services {Metro), the firm
agreed to provide indemnities to the buyer, which primanly
relate 1o fundamental representations and warranties, and
potential liabiliies for legal or regulatory proceedings
arising out of the conduct of Metro's business while the
firm owned it.

In connection with the semlement agreement with the
Residential Mortgage-Backed Securities Working Group of
the U.5. Financial Frand Enforcement Task Force (RMBS
Working Grouwp), the firm agreed to provide 51,80 billion
in consumer reliel in the form of principal forgiveness for
ulerwater  homwowners  and  distressed  borrowers
financing for construction, rehabilitation and preservation
of affordable housing: and support for debt restructuring,
foreclosure prevention and housing guality improvement
programs, as well as land banks.

Guarantees
The table below presents information about certain
derivatives that meet the definmtion of a guarantee, securities
lending  imdemmifications and certain other  financal
guarantees,

e Ciha
Endeg finasecmal
# i milfarns Domatees  indomnf cotlions guannises
As of Decembar 2017
Camying Viahso of Mot Liability 8 5,406 § - & 37
Maximum Payout/Notienal Amount by Period of Expiration
mna $1.139.761 §3758% § 713
015 - 2000 205,983 - 15158
ot - 202 71,539 - 1.209
E.:'.'-‘.'.-- Uhaarauaigiar 76,540 - 137
Total $1.493.873 537,959  $3.584

&z of Decembar 2016

Carryrg Value of hel Labidity 3 BES ] F 5O
Mactimum PayoutNotional Amount by Period of Expiration

T £ 452528 233,403 31,064

; 6 - TE3

1,662

£ - 173

816774 133403 33,667

In the table above:

+ The maxirmum pavour is basad on the notional amount of
the contract and does not represent antici pared losses.

* Amounts exclude certam commtments 1o ssue standby
leters of credin that are ncleded I commments o
extend credit. See the tables in “Commitments™ above for
asummary of the firm’s commitments.

.

The carrying value for derivatives included derivative
assers of 5220 billion and $1.20 billion and derivarive
liabilities of 5761 billion and 510,07 billion as of
December 2017 and December 2016, respectively.
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Darivative Guarantess. The firm enters into various
dertvatives that meet the definition of a gouarantee under
.5, GAAP, including written equuy and commodity put
options, wrilten currency contracts and interest rate caps,
floors and swaptions, These derivatives are risk managed
together with derivatives that do not meet the definition of
a guarantee, and therefore the amounts in the table above
do not reflect the firm's overall nsk related to its derivative
activities, Disclosures about derivatives are not required if
they may be cash semled and the firm has no basis 10
conclude it ® probable that the counterparties held the
underlying instruments at inception of the contract. The
firm has concluded that these conditions have been met for
certain  large, internationally active commercial and
imvestment  bank  counterparties, central  cleanng
counterparties  and  certain other counterparties.
Accordingly, the firm has not included such conrradts in the
table above. In addition, see Note 7 for information about
credit derivarives that meet the definition of a guarantee,
which are not included in the table above.

Derivatives are accounted for ar fair valee and therefore the
carrying value is considered the best indication of payment/
performance risk for individual contracts. However, the
carrying values in the table above exclude the effect of
counterpany and cash collateral neming.

Securities Lending Indemnifications. The finm, i 1ts
capacity as an agency lender, indermnifies most of ns
securities lending customers agaimst losses incurred in the
event that boreowers do not return securities and the
collateeal held is insufficient to cover the marker value of
the securitics borrowed. Collateral held by the lenders in
connection with securities lending indemnifications was
539,03 billion and $34.3 3 hallion as of December 20107 and
December 2006, respectively, Because the comtractual
natuee of these arrangements requires the firm 1o obtain
collateral with a marker value thar exceeds the value of the
securities  lent to the borrower, there i3 minimal
performance risk associated with these guarantees.

Other Financial Guarantees. In the ordinary course of
business, the firm provides other financial guarantees of the
obligations of third parties {e.g., standby letters of credit
and other guarantees to enable chents to complete
tramsactions  amd  fund-relared  guarantees).  These
guarantees represent obligations o make paymems 1o
beneficiaries if the guaranteed party fails o fulfill s
obligation under a contractual arrangement with thar
beneficiary.
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Guarantees of Securities lssued by Trusts. The firm has
established trosts, including Goldman Sachs Capital I, the
APEX Trusts and ether entities for the limited purpose of
issuing securities 1o third parties, lending the procesds o
the firm and entering into contractual arrangements with
the fiem and third parties related to this purpose. The firm
does not consolidate these entities. See Note 16 for further
information about the transactions invelving Goldman

Sachs Capital I andthe APEX Trusts,

The firm effectively provides for the full and unconditional
guarantee of the securities 1ssued by these entitics. Timely
payvment by the firm of amounts due to these entities under
the guarantes, borrowing, preferred stock and related
contractual  arcangements will be sufficient 1o cover
pavments due on the securities ssued by these entities.

Management believes that it s unlikely that any
circnmstances will ocour, such as nonperformance on the
part of paving agents or other service providers, that would
make it necessary for the firm to make payments related to
thess entities other than those required under the terms of
the guarantee, borrowing, preferred stock and related
contractual arrangements and in connection with cerain
expenses incureed by these entities.

Indemnities and Guarantees of Service Providers. In
the ordinary course of business, the firm indemnifies and
guarantees certain service providers, such as <learing and
custody  apents, rrustees and  administrators, apainst
specified potential losses in connection with their acting as
an agent of, or providing services to, the firm or ns
affiliares.

The firm may also be liable ro some clients or other parties
for losses arising from its custodial role or caused by acts or
omissions of third-party  service providers, including
sub-custodians and third-party brokers. In certain cases, the
firm has the right to seck indemnification from these thind-
party service providers for cenain relevant losses incurred
by the firm. In addition, the firm is a member of payment,
cleanng and settlement metworks, as well as securitics
exchanges around the world that mav require the firm to
meet the obligations of such networks and exchanges in the
event of member defaults and other loss scenarios.

In connection with the firm's prime brokerage and clearing
businesses, the firm agrees to clear and settle on behalf of its
clients the transactions entered into by them with other
brokerage firms. The firm's obligations in respect of such
trangactions are secored by the assets m the chent's account,
as well as any proceeds received from the transactions
cleared and senled by the firm on behalf of the client. In
connection with joint venture investments, the firm may
issiee loan guarantees under which it may be liable in the
event of fraud, misappropriation, environmental Labilities
and certain other matters involving the borrower.
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The firm is unable to develop an estimate of the maximum
payout under these guarantess and  indemmifications.
However, management believes that it is unlikely the firm
will have 1o make any material paymems wnder these
arrangements, and no material labilities related 1o these
guarantees and indemnifications have been recognized in
the consolidated statements of financial condition as of
both Diecember 20017 and December 2016,

Other Representations, Warranties and
Indemnifications. The firm provides representations and
warrantics o counterparties in connection with a vanety of
commercial transactions and eccasionally indemnifies them
against potential losses caused by the breach of thoss
representations and warsanties, The firm may also provide
indemmnifications protecting against changes in or adverse
application of certain U5, tax laws in connection with
ordinary-course transactions such as securities issuances,
borrowings or derivatives,

In addition, the firm may provide indemnifications to some
counterparties to protect them in the event additional taxes
are owed or payvments are withheld, due either 10 a change
in or an adverse application of certain non-1.5, tax laws,

These indemnifications generally are standard contractual
terms and are entered o in the ordinary course of
business. Generally, there are no stated or notional
amounts included in these indemnifications, and the
contingencies triggering the abligation to indemnify are not
expected to oocur. The firm is unable to develop an estimate
of the maximum payvout under these guarantees and
indemmnifications, However, management believes that it s
unlikely the firm will have 1o make any material paymems
under these arrangements, and no material liabilities related
to these arrangements have been recognized in the
consolidated statements of financial condition as of both

Decemnber 2017 and December 2016,

Guarantees of Subsidiaries. Group Ine. fully and
uncondmonally guarantees the secuntes ssued by G5
Finance Corp., a whollv-owned finance subsidiary of the
firmh, Group Ine, has guarameed the pavment ebligations of
Goldman Sachs & Co, LLC {G38Co.) and G5 Bank USA,
subject to certain exceptions,

In addition, Group Inc. guarantees many of the oblipations
of s other consolidated subssdiaries on  a
tramsaction=by-transaction basis, as nepotiated  with
counterparties, Group Inc, is unable to develop an estimate
of the maxunum paveul under ws subsidiary guarantess;
however, because these guaranteed obligations are also
obligations of consolidated subsidiaries, Group Incs
liabilities as guarantor are not separately disclosed.
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Note 19.
Shareholders” Equity

Common Equity

As of both December 2017 and December 2016, the firm
had 4.00 billion authernzed shares of common stock and
200 million authorized shares of nonvoting common stock,
each with a par value of 30,01 per share.

Dividends declared per common share were $2.90in 2017,
82,60 in 2006 and $2.55 in 2015, On January 16, 2018, the
Board of Directors of Group Ine. (Board) declared a
dividend of $0.75 per common share to be paid on
March 29, 2018 o common sharcholders of record on
March 1, 2018,

The firm's share repurchase program is intended to help
mamntain the appropriate level of common equity. The
share repurchase program s effected primanly through
regular  open-marketr  purchases  (which may  inclsde
repurchase plans designed o comply with Rule 10b3-1),
the amounts and timing of which are determined primarily
by the firm's current and projected capital position, but
which may also be influenced by general market conditions
and the prevailing price and trading volumes of the firm's
commwn stock, Paor to repurchasing common stock, the
firm must receive confirmation that the FRLE does not object
to such capital action.

The table below presems the amount of common stock
repurchased by the fiem under the share repurchase
Program.

Vear Endad Decarriar

i rioraE, svcapl P shars amonunls 2017 206 26
Common share répuichases 290 e FEN]
Bveraga cosl par share 2N AT $16588 18041
Total cst of Somman shars ropuechasas § 6721 § 8050 § 4186

Pursuant 1o the terms of certain share-based compensation
plans, emplovees may remit shares to the firm or the firm
may cancel R5Us or stock options to satisfy minimum
statutory employee tax withholding requirements and the
exercise price of stock options. Under these plans, during
20107, 2006 and 2015, 12,165 shares, 49,374 shares and
35217 shares were remitted with a total wvalue of
%3 million, $7 million and $¢ million, and the firm
cancelled 8.1 mallion, 6.1 millhon and 5.7 mullion of RSUs
with a twtal value of $1.94 billion, 5221 million and
S1.03 billion, respectively. Under these plans, the firm also
cancelled 4.6 million, 5.3 million and 2.0 million of stock
options with a total valwe of $1.09 billion, $1.11 billion and
5406 million during 2007, 2006 and 2015, respectively.
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Prafarrad Equrty

The tables below present details about the perpetual
preferred  stock  sseed  and  owstanding  as  of
December 2007,

Shares Shares Dapositary Shares
Geries Buthorized Crtstandding Per Shara
A 50,000 0,00 1,000
B 50,000 2000 1000
[ 25,000 B0 1040
D B, 000 B3, Gl 1,080
E 17,500 TEET LT
F 5000 1,615 Ml
4 L5000 40,00 10080
¥ F2.200 28000 1.000
L E2.000 B2 00 =
M G000 B0 o]
N 3,060 27 000 1,000
o 28000 25,000 x
P 66000 EOL000 Fil
Total B0, TR0 A4, R
Radsmption
Liquidation Walus
Gener  Esrlsent Redemption Date  Praference 15 an milficnsd
A Lumanily redearmable ¥ 25000 5 =0
B Currenlly redesmabls £ 25000 i
[ Cumantly redeprnabls § 25000 200
D umranilly necesrmabis £ 25000 1380
E Cumrantly redesarmabis 100,000 767
F Cumantly redeamabls $100,000 161
J Bay 10, 2023 £ 25000 1,00
i Bl 10, 2004 $ 25000 Lo}
L Mgy 10, 2015 § 25000 1,300
M Bwy 10, 2020 £ 28000 2005
N By 10, 2021 $ 25000 Ly ]
Q Peavarribar 10, 2028 £ 2E.000 BED
P Movermbar 10, 2022 § 25000 1,500
Todal 511,853
I the tables above:

» All shares have a par value of $0.01 per share and, where
applicable, each share 5 represented by the specified
number of depositary shares.

* The earlest redemption date represents the date on which
each share of nen-cumulative Preferred Stock is
redeemable at the firm's opiion.

+ Prior to redeeming preferred stock, the firm must receive
confirmation that the FRB does not obpect to such capital
action,

» In November 2017, Group Inc. issued 60,000 shars of
Series P operpatual  500%  Fixed-to-Floating  Rarte
Mon-Cumulative Preferred Stock {Series P Preferred Stock).

* 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 P Preferred Stock is the liquidation
preference plus accrued and unpaid dividends. Each share
of non-cumulative Series E and Series F Preferred Stock
isswed and ourstanding 15 redeemable at the firm’s option,
subject o certain covenant restrilions governing the
firms ability to redeemn the preferred stock withour
issuing common stock or other instruments with equity-
like characteristics. See Note 16 for information about the
replacement capital covenants applicable to the Series E
and Series F Preferred Stock.
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All series of preferred stock are pari passu and have a
preference over the firm's common steck on lquidation,

The firm's ability te declare or pay dividends on, or
purchase, redeem or otherwise acquire, its common stock
1% subjpect 1o certain restrictions in the event that the firm
fails 1o pay or ser aside full dividends on the preferred
stock for the latest completed dividend period.

During 2016, the firm delivered a par amount of
51.32 billion (fair value of 51.04 bilion) of APEX to the
APEX Trusts in exchange for %833 shares of Series E
Preferred Stock and 3,385 shares of Serwes F Preferred Stock
for a votal redemption value of $1.32 billion (net carrying
value of 51.31 billion). Following the exchange, these
shares of Series E and Series F Preferred Stock were
cancelled, The difference berween the fair value of the
APEX and the net carrying value of the preferred stock at
the time of cancellation was $266 million. This difference
was recorded as a reduction to preferred stock dividends in
2016, See Note 16 for further information about APEX.,

In Movember 2017, the finm redeemed the 34,000 shares of
Series 1 5.95% Mon-Cumulative Preferred Stock (Series |
Preferred  Stock) for the stated redemption price of
SH50 million (825,000 per share), plus accrued and unpaid
dividends. The difference between the redemption value of
the Series | Preferred Stock and the net careving value at the
time of redemption was 514 million. This difference was
recorded as an addition to preferred stock dividends in
2017,

In February 2018, the firm redeemed 26,000 shares of ns
outstanding Series B 6.20% MNon-Cumulative Preferred
Stock {(Series B Preferred Stock) with a redemption value of
$650 million {525,000 per share}, The difference between
the redemption value of the Series B Preferred Stock and the
net carrying value at the time of redemption was
515 millon. This difference will be recorded as an addition
to preferred stock dividends in the first quarter of 2018,
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The table below presents the dividend rates of the firm's
perpetual preferred stock as of December 2017,

Benes Par Arnam Dividend Rats
By Irmenth LIBOR + O TE%, wath Boorof 2 7E%, pavable quartedy
B

&

[x

E

r

|

L

1]

B 20%, pavable quarteiy

3 rrcenithy LEGR o 0 TEW, wath Boor of 4 00%, pavable guartady

3 month LIBOR + 067%, with foorof d 00%., pavable quarery
Frnonth LIBOR + 0.77%. with floor of 4 00%. paveble quartary

I menth LIBOR + O TH%, wath floorof 4 00%., pavable gquartardy

& 50" 1o, but exchzding. May 10, 2023

A manth LIBOR & JEL% thargalitor, panable quartisdy

6 375% to, butexchuding. May 10, 2024,

A month LIBOR & 3 5% tharpatiter, payable quarterdy

& TO%, poymbie semeannuslly, fiom ssusnce date 1o, bul sachudeng,
ey 10, 20719. 3 month LIBOR + 3 8834%, peyvable guarte iy, thereatter
5 3T5%. payable pereannually. from spusnce date 1o, bul achuding,
Moy 10, 2020, 3 month LIBOR & 3 907%, povabba guarta iy, hareatter

H & 30%, pavable quanedy
a § 300, payable swerrannuuly, fom suence datd 19, butexchadng,

b 10, 20085 3 monih LIBOR + 3E540%,, poyveblo guorionly, theavafior
B & (v, payable sermeannusly, from :_Wl'ad'-':lg.l::.tﬁn't.{'r\g

Mot 10, 2007, 3 e LIBOR + 2 B74%,, panadbin quertery, Bhanfie:
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On January 10, 2018, Group Inc. declared dividends of
524479, SIRTA0, S2al.11, 526 1,11, 5343.75, 539844
and 8393.75 per share of Series A Preferred Stock, Series B
Preferred Stock, Series C Preferred Stock, Series D Preferred
Stock, Series | Preferred Svock, Series K Preferred Stock and
Series N Preferred Stock, respectively, to be paid on
February 12, 2018 vo preferred sharcholders of record on
January 28, 2M8. In addition, the firm declared dividends
of 51,000.00 per each share of Series E Preferred Stock and
Series F Preferred Stock, to be paid on March 1, 2018 o
preferred shareholders of record on February 14, 2018,

Accumulated Other Comprehensive Loss
The table below presents changes in the accumulated other
comprehensive loss, net of tax, by tvpe.

In the table above, dividends on each series of preferred
stock are payable in arcears for the periods specified.

The table below presents dividends declared on the firm’s
preferred stock.

Vet E i Dupconber

2017 i1 HNE

por &t e S ft iin
Feries share  milons share s share o
A $% 95051 £ 3 55312 § 20 § 4505 § M
B 51.,550.00 50 3155000 0 3158000 50
c $1.013.50 B 3101668 B $1.01580 A
b 2101250 B 1101668 85 31.01380 54
E 54,055 .55 31 408668 B0 44,085 55 7
F 54,055 55 B 34065 BB 13 3405555 20
! 5148752 51 $1.487 52 Bl $1.487 52 51
J $1.375.00 86 3137500 85 $1,37500 ]
K 5159376 45 3155376 45 3155376 45
L $1.425.00 T 142500 T 3142500 74
M £1.342.76 107 31,345 76 107 & TiE3d 2]
N $1575.00 42 $1145m H 3 - -
E‘ $1,325.00 34 3 37910 L = =
Tatal $587 §537 3515

In the table above, the total preferred dividend amounts for
Series E and Scries F Preferred Stock for 2006 include
prorated dividends of $866.67 per share related to 4,861
shares of Senes E Preferred Steck and 1,639 shares of
Series F Preferred Stock, which were cancelled during 2016,

168 Goddman Sachs 2017 Form 10-K

O
Larri bbb ik
incormafional
Baginning  sdmmirments,  Ending
£ i rrilons alance not of tax  balsnce
Year Ended Dacamber 2017
Curmancy transiaton 5 (84T} 5 22 5 (&825)
Dhasbit valisateon sdjustment [223) (807) (1.046)
Pansion and pestiatiiamant labdies  [330) 130 {200
Availsble-for-zsle sacuribas - 19) 19
Total S(1.218) S(664) 21,880
Vaar Enced Decombar 2016
Cumanmcy transiaton & (547 5 B0 3 BT
Crabt vilaten adjusimeny ] [S44} 2350
Fansion and postratiremant kabdities {1311 88l 350
Taal £ 413 SE0a 1,216

In the table above, the beginning balance of accumulated
other comprehensive loss for December 2016 has been
adjusted to reflect the cumulative effect of the change in
accounting principle related to debt valuation adjustment,
net of tax. See Mote 3 for further information about the
adoption of ASU Mo, 2006-01. See MNote & for further
mformation about the debt valuation adjustment.
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Mote 20,
Regulation and Capital Adequacy

The FRB i the primary regulator of Group Inc., a bank
holding company {BHC) under the US. Bank Holding
Company Act of 1256 and a financial holding company
under amendments 1o this Act. As a BHC, the firm is
subject to consolidated regulatory capital requirements
which are calculated in accordance with the risk-based
capital and leverage regulations of the FRE, subject to
certain transitional provisions (Capital Framework).

The risk-based capital requirements are expressed as capital
ratios that compare measures of regulatory capital to risk-
weighted assets (RWAs). Faillure 1o comply with these
capital requirements could result in restrictions  being
imposed by the firm’s regulators, The firm's capital levels
are also subject to gualitative judgments by the regulators
about components of capital, risk weightings and other
factors. Furthermore, certain of the firm's subsidiancs are
subject to separate regulations and capital requirements as
described below,

Capital Framework

The regulations under the Capital Framework are largely
baged on the Basel Commuttee on Banking Supervision's
(Basel Commirtee) capital framework for strengthening
imernational capital standards  (Basel 1) and  also
implement certain provisions of the Dodd-Frank Act.
Under the Capital Framework, the firm is an “Advanced
approach”™ banking orgamization and has been designated
as a global systemucally important bank (G-31B).

The firm calculates s Common Equity Tier 1 (CET1),
Tier 1 capital amd Total capital ratios in accordance with
{1) the Srandardized approach and market risk rules set out
in the Capital Framework (together, the Standardized
Capital Rules) and (i1} the Advanced approach and market
risk rules set out in the Capital Framework (together, the
Basel Il Advanced Rules). The lower of cach capital ratio
caleulated in (i) and (11} s the ratio against which the firm's
compliance with s minumum rato  requirements s
assesaed, Each of the capital ratios caleulated in accordance
with the Basel Il Advanced Rules was lower than thar
calculated in accordance with the Standardized Capital
Rules and therefore the Basel 1l Advanced ratios were the
ratios that applied to the firm as of both December 2017
and December 2016, The capital ratios that apply 1o the
firrm can change in future reporting periods as a result of
these regulatory requirements,
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Regulatory Capital and Capital Ratios. The table below

presents the minimm ratios required for the firm.

A o Dascstrbas

207 F T
CETT mle TO0% LETR%
Tier 1 capetal ravo 8500% 7 ET5%
Tetal capetad il 10.500% 2 375%
Tiar 1 laversge ratio A000%  4000%

In the table above:

+ The minimum capital ratios as of December 2007 reflect
(1) the 50% phase-in of the capital conservation buffer of
2.5%, (i) the 0% phase-in of the G-SIB buffer of 2.5%
{based on 2015 financial data), and (i} the
countercyclical capital buffer of zero percent, each
deseribed below,

The minimum capital ratios as of December 2006 reflect
(i) the 25% phase-in of the capital conservation buffer of
2.5%, (i) the 25% phase-in of the G-5IB buffer of 3%
(based on 2014  financial data), and  (m)  the
countercycheal capital buffer of zero percent, each
deseribed below,

Tier 1 leverage ratio 1s defined as Tier 1 capital diveded by
quarterly average adjusted total assers (which includes
adjustments for goodwill and identifiable imangible
assers, and cemain invesrments in ponconsolidated
financial institutions).

Certain aspects of the Capital Framework's requirements
phase in over time (transitional provisionsh. These include
capital buffers and cemain deductions from regulatory
capital (such as investments in nonconsolidated financial
nstitutions), These deductions from regulatory capital are
required 1o be phased i ratably per vear from 2014 1o
218, with residual amoumts not deducted dunng the
transitional period subject to risk weighting, In addition,
junior subordinated debt issved to trusis s being phased
out of regulatery capital. The minimum CET1, Tier 1 and
Total capital ratios that apply to the firm will increase as
the capital buifers are phased in.

The capital conservation buffer, which consists entirely of
capital that qualifies as CET1, began to phase m on
January 1, 2016 and will continee 1o do so in increments of
0625% per vear until it reaches 2.5% of RWAs on
Jamuary 1, 2012,
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The G-51B buffer, which is an extension of the capital
conservation  buffer, phases in ratably, beginning on
Januvary 1, 2018, becoming fully effective  on
Januvary 1, 2009, and must consist entirely of capatal tha
qualifies as CET 1. The buffer must be caleulated using two
methodologies, the higher of which is reflected in the firm’s
minimum risk-based capital ratios. The first calculation is
based upon the Basel Committee's methodolozy which,
among other factors, relies upon measures of the size,
activity and complexity of each G-SIB. The second
caleulation uses similar inputs, bur it includes a measure of
reliance on shon-term wholesale funding. The firm's G-S1B
buffer will be updated annually based on financial data
from the prior year, and will be generally applicable for the
following vear.

The Capital Framework also provides for a countercyclical
capital buffer, which is an extension of the capital
conservation buffer, of up to 2.5% (consisting entirely of
CET1) imtended 1o counteract systenmc vulnerabilines, As
of December 2017, the FRE has ser the coumercyclical
capital buffer at zero percent.

Failure 1o meet the capital bevels inclusive of the buffers
conld limit the firm’s ability to disteibute capital, including
share repurchases and dwvidend payments, and to make

certain discretionary compensation payments.

Definition of Risk-Weighted Assets. RWAs are

caleulated in accordance with both the Standardized

Capital Rules and the Basel Nl Advanced Rules. The

following is a comparison of RWA calculations under these

ruales:

= RW A< for credin risk in accordance with the Standardized
Capiral Rules are cakoulated in a different manner than
the Basel Il Advanced Rules. The primary difference is
that the Standardized Capital Rules do not contemplate
the use of internal moedels to compute exposure for credit
risk on denvatives and secunties financing transactions,
whereas the Baszel Il Advanced Rules permn the use of
such models, subject to supervisory approval. In addition,
credit  RWAs  caleulated i accordance with the
Standardized Capital Rules utilize presenbed osk-weghts
which depend largely on the type of counterparty, rather
than on internal assessments of the creditworthiness of
such counterpartics;

170 Geddman Sachs 2017 Form 10-K
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+ RWAs for market risk in accordance with the
Standardized Capital Rules and the Bascl I Advanced
Rules are generally consistent; and

* RWAs for operational risk are not required by the
Standardized Capital Rules, whereas the Basel [l
Advanced Rules do inclsde such a requirement.

Cradit Risk

Credit BWAs are calenlared based upon measures of
exposure, which are then risk weighted. The following is a
description of the caleulation of credit RW As in accordance
with the Standardized Capital Rules and the Basel 11
Advanced Rules:

= For credit RWaAs calculated in accordance with the
Standardized Capital Rules, the firm utibzes preseribed
risk=weights which depend  largely on the type of
counterpany  {e.g., whether the coumterpany s a
sovereign, bank, broker-dealer or other entity). The
exposure  measure for derivatives s based on a
combination of positive net current exposure and a
percentage of the notional amount of cach derivative. The
exposure measure for securities linancing transactions is
caleulared 1o reflect adjustments for potential price
volatility, the size of which depends on factors such as the
type and maturity of the security, and whether it is
derominated in the same currency as the ather side of the
financing transaction. The firm utilizes specific required
formulaic  approaches to  measure  exposure  for
securitizations and equities; and

For credit RWAs caleolated in accordance with the
Basel Il Advanced Rules, the firm has been given
permission by its regulators to compute risk=-weights for
wholesale and retail credit exposures in accordance with
the Advanced Internal Ratings-Based approach. This
approach is based on internal assessments of the
creditworthiness of counterparties, with key inputs being
the probabilioy of defaul, los given default and the
effective maturity. The firm wilizes internal models 1o
masre exposure for dervatives and securities financing
transactions. The Capital Framework requires that a
BHC obtain prior written agreement from its regulators
before using internal models for such purpoeses. The firm
utilizes specific required formulaic approaches to measure
exposure for securitizations and equities.
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Markat Risk
Market RWAs are calculated based on measures of
exposure which include Value-ar-Rask {VaR), stressed VaR,

Stressed VaR is the potential loss in value of inventory
positions, as well as certain other financial assets and
financial labilities, during a period of snificant market

ineremental risk and comprehensive risk based on internal
models, and a sandardized measurement method for
specific risk. The market risk regulatory capital rules
require that a BHC obtain prior written agreement from its
regulators before using any internal model to caleulate its
risk=based capital requirement. The followmg is further
information regarding the measures of exposure for market
RWAs caleulared in accordance with the Standardized
Capital Rusles and Basel 1 Advanced Rules:

« VaR is the potential loss in value of inventory positions,
as well as certain other financial assers and finangcial
liabilities, due to adverse market movements over a
defined time horizon with a specified confidence level. For
both risk management purposes and regulatory capital
caleulations the firm uses a single VaR model which
captures rsks including those related 1o interest rates,
equity prices, currency rates and commodity prices.
However, VaR used for regulatory capital requirements
(regulatory VaR} differs from risk management VaR due
to different time horizons and confidence levels { 10-day
and 99% for regulatory VaR vs. one-day and 93% for
risk management Val), as well as differences in the scope
of positions on which VaR is caleulared. In addition, the
daily net revenues wsed 1o determine risk management
VaR exceptions (ie., comparing the dailv net revenues to
the WaR measure calculated as of the end of the prior
business day} nclude intraday activity, whereas the FRB's
regulatory capital rules require that imtraday activity be
excluded from daily ner revenues when caleulating
regulatory VaR exceptions. Inteaday acrivity includes bidf
offer net revenues, which are more likely than not to be
positive by their nature. As a result, there may be
differences in the number of VaR exceptions and the
amount of daily net revenues calculated for regulatory
VaR compared to the amounts calculated for nsk
management VaR, The firm's positional losses observed
on a single day did not exceed its 99% one-day regulatory
VaR during 2017 and exceeded us 99%  one-lay
regulatory Vak on two eccasions during 2016, There was
no change in the Val multiplicr used to caleulate Market
RW As;

ey

Incremental risk s the potential loss in value of
non=securitized nventory positions due 1o the default or
eredit migration of issuers of financial instruments over a
one-yer time horizon;

+ Comprehensive risk is the potential foss in value, due to
price risk and defanlts, within the firm's ceedit correlation
pesitions; and

Specific nsk is the risk of loss on a position that could
result frem factors other than broad market movements,
mcluding event nsk, default nsk and dwosvneratic risk.
The standardized measurement method 5 wsed
determine specific risk RWAs, by applying supervisory
defined risk-weighting factors after applicable netting is
performed.

Operational Risk

Orperational RWAs are only required to be included under
the Basel Il Advanced Rules. The firm has been given
permission by its regulators to caloulate operational RWAs
in  accordance with the “Advanced Measurement
Approach,” and therefore wilizes an imtermal nsk-based
moddel o quantify Operarional RWAs,

Consolidated Regulatory Capital Ratios

Capital Ratios and RWAs, Fach of the capital ratios
caleulated in accordance with the Basel Il Advanced Rules
was bower than thar caleulated in accordance with the
Standardized Capital Rules as of both December 2007 and
December 2016, and therefore such lower ratios applied to
the firm as of these dates.

Geoldman Sachs 2017 Feem 10K 1T
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The table below presents the ratios caleulated in accordance In the table above:

with both the Standardized Capital Rules and Bascl 11

Advanced Rules,

£ i mligng

A of Docombe
a7 Patil -}

Commitn sharahaidars” aquity

Deduction for goodwil and wden
aszets, nel of defarrad 1ax s

Deduction for imastments in nonconsohdaied
Himgneia] inaidulsong

Othar sdusiments

tifsabla intangbls

§ 70,390 & TEES0

{2268} (Z874)
- 1474}
{11} 126}

Commen Equity Tier 1

87,110 71046

Frafamad stock
Daacsction 100 insBa Irmn s n Sowaned Tunds
Daher edusiments

11853 11,203
[ss0p 1245
42 il

Ther 1 capital _ % 7B331 i H7.440
Standardized Tier 2 and Total capital
Twar 1 chgutal 5 TB331 £ 87440
Cuualifying subcrcinated delbl 13360 14566
Jisfdi Subarcdmatod dalal insund 10 rusls B&7 TH
Allcwance for losses on loans and lending

COMIM itmants 1.078 T2
Daher adusimants [F:) 16}
Standsecizod Tie 7 capiial 14877 16074

Standardized Total capital

§ 93308 & 98514

Basel Il Advancod Tier 2 and Total capital

Tiar 1 capital

Srandaschizad Twee 7 capaial

Allcwwance fos lossas on loans and lending
comimitmenls

$ 7RI & glaa0
14977 15074

{1078} {722

Basal 1l Advanced Ter 2 captal

13899 150

Basal Il Advanced Total capital

§ 92230 i 97 742

AWAs
Standardizad
Basal 1l Advancad

$555.611 S nln
617648 1540650

CET1 ratio

Standsedizod 121% 145%
Basal 11l Advancad 10.9% 13.1%
Tier 1 capital ratie

Standasdizad 141% 168%
Basa! 11 Adancad 1279 150%
Total capital ratio

Standardizad 16.8% 158%
Base! 11 Adhvanced 14.9% 178%
Ther 1 leverage ratio BAY S4%

Effective January 2018, the firm was subject to the fully
phased-in CET1 ratios, As of December 2017, the firm's
CET1 ratios, on a fully phased-in basis, calculated in
accordance with the Standardized Capital Rules and
Basel Il Advanced Rules were lower by 0.2 percemtage
poants, as companed 1o the transational CET1 ratios,
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« Deduction for goodwill and identifiable intangible assers,
net of deferred tax liabilities, included goodwill of
5367 billion as of both December 2007 and
December 2016, and identifiable intangible assets of
5298 million (80% of 3373 mullion) and 5257 mill:on
(60% of %429 million) as of December 2017 and
December 2016, respectively, ner of associated deferred
tax liabilities of 5694 million and $1.05 billion as of
December 2017 and  December 2016, respectively.
Goodwill 15 fully dedwcted from CET1, while the
deduction for identifiable mrangible assets is required o
be phased into CET1 ratably over five vears from 2004 1o
2018, The balance that & not deducred during the
transitional period is risk weighted.

Deduction for investments in nonconselidated financial
institutions represents the amount by which the firm's
investments in the capital of nonconsolidated financial
institutions exceed certain prescribed thresholds. The
deduction for such investments is required to be phasad
mto CET 1 ratably over five vears from 2004 1o 2018, As
of December 2017 and December 2016, CET1 reflects
0% and 60% of the deduction, respectively. The balance
that is not deducted during the wansitional peried is risk
weiphted.

Deduction for investments in covered funds represents the
firm's aggregate investments in applicable covered funds,
excluding investments that are subject to an extended
conformance peried. This deduction was not subject 1o a
transition penod, See Note 6 for further mformation
about the Volcker Rule.

Other adjustments within CET1 and Teer 1 capital
primarily include credit valuation adjusiments on
derivative  liabilities, pension  and  postretirement
Labilitics, the overfunded pomion of the firm's defined
benefit pension plan obligation net of asseciated deferred
tax  lhabilimies, dsallowed deferred tax assers, debt
valuation adjustments and other required credit risk-
based deductions. The deduction for such tems is
generally required 1o be phased imo CET ratably over
five years from 2014 to 201, As of December 2017 and
December 2016, CET1 reflects 80% and 60% of such
deduction, respectively. The balance that is not deducted
from CET1 during the transitional penod is generally
deducted from Tier 1 capital within other adjust ments.
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s As of December 20017, junior subordinated debt issued to
trusts was fully phased ow of Tier 1 capital, with 50%
included in Teer 2 capital and 30% fully phased out of
regulatory  capital. As of December 2016, junior
subordinated debr issued 1o trusts was fully phased out of
Tier 1 capital, with 60% included in Tier 2 capital and
40% fully phased owt of regulatory capital. Junior
subordinated debt issued to trusis is redoced by the
amount of trust preferred securities purchased by the firm
and will be fully phased out of Tier 2 capital by 2022 a1 a
rate of 109 per vear, See Mote 16 for further information
abour the firm's junior subordinated debt issued to trusts
and trust preferred securities purchased by the firm.

« Cualifying subordinated debr is subordinared debt issued
by Group Inc. with an orniginal maturity of five years or
greater. The oustanding amount of subordinated debt
qualifying for Tier 2 capital is reduced upon reaching a
remaining maturity of five vears, See Mote 16 for further
information abowt the firn's subordinated debr.

The tables below present changes i CET1, Tier 1 capital
anil Tier 2 capital,

Vaar Ended
December 20017
Eazel W
£ in malfons Standwdized Aadvanced
Common Equity Tier 1
Bagnrng balnce §72.045 572,045
Change m common shareholders’ agquity {5300 (5.300)
Charga m deduction Tar
Transional provisicns {426) (426}
Goodwill and idanblabde imangdble
assats, nat of dafarred tax ks biities 324 (324}
Irvnstmants in noroonsoldatd linancesl
institutions 11 =]
Change m othar adustmanis s E28
Ending balanca 567,110 557.110
Tier 1 capital
582 440 582,440
(274) [274)
{145 (145}
Other nel dacranse in CETT {4.510] (4,510)
Change n prafamed stock 650 650
Changs m athar ddiustinen1s 170 170
E nclineg bealanca 78,331 78,33
Tier 2 capital
Bagrnirng balance 16,074 15,352
Charga m qualihrng subdrdmatad debt {1.208) {1,206}
Riadesagration of junior subordnated dabt
e 10 Trusts {228) (228}
Changa n the allswance for losses on loans
and lending camamitmants AL -
Change n other adjusbments [44] 22}
'Er‘.-:lf‘u balancn 14977 13,899
Total capital 593,308 592,230
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Tz Ercded
Decembes 2016
Bl 1t
¥ oy revdicad s e Fubwarnngd
Common Equity Tier 1
Baginning balance 7,363 87,963
Changs in gomman sharshokdars” eguily 182 182
Changa in deducton for
Teansisangl prowvacns %S TS
Goodwill and identifiable intangibls
nat of dedered tax habibes 18 18
nits in nonconschdated inencial
NSNS BEE -l
Change in othar sdustmants 445 445
Ersdang balandy 72,048 272,048
Teer 1 capital
Bagunnimng batancs 251 511
Changs in deducton for
Tramsi Enal proadons [5BE
Invastmanis in coversd funds [ xi]
crpase m CETI 1,627
Radesgnabion of juneyr subordinatad dabt
aSuRd I rusts [3304 350
Changa in preferred stock 3 3
Changé in othad sdustmants 234 crd|
Eriding balance g2,440 g, 440
Tier 2 capital
Baginning balance 16, 705 16,103
Chan qualifying subordinated debl [l (566
Rades ian of junsor subordinated debit
iy I Drusts (136 (198
Chamga in tha allowsncs far lossas on ans
and lending commitments 120 -
Chiangs in ol Sdusimants 13 13
Ereding balance 16,074 15,352
Todal capsind 550,514 597, a2

In the rables above, the change in the deduction for
rransitional provisions represents the increased phase-in of
the deduction from  &0% 1w BO%  (effective
January 1, 20017} for 2007 and from 40% to 60% {effective
January 1, 2016} for 2016.
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The tables below present the components of RWAs
calculated in accordance with the Standardized Capital
Rules and Basel Il Advanced Rules.

Maraderded Capetal Fides
a of Cecermibar

£ iy el Fa NG
Crodit RWas

Crssretives 126078
i mienis, guarnises and kbans 145,104
UM BNAnGIRG ranaschions 77962
Eqm.r v 'no"ls 48,155
Cahas T0.93%
Total Cradit RWAs 468,230
7532
: 32753
3T £ P ﬁl 13k B441
Comprehansie nsk 23497
éw&:‘lt ik _ I6258

Total Market RWAs B7.381 55,263

Total RWAs 8555611 $496.676

Basal Il Advancad Rules
s of Decernbaer

£ir rdiena 20T e

Crodit RWAs

Derraivas 102,985 5.‘-1"r ]
Commitments, guanniess and kans 163,375 122,792
2 ManGIrg andschons 15,362 14_"\-.'-‘ ]
E vasimants 51,626 44,085
Cakhor - TE 968 [y
Total Credit RWAs 413,317 350,087
Markat WAz

Regulatory VaR 7532 4, 750
Strpasad Vak 32,753 22,475
Incramanial nisk Bad1 THIS
Comprahansneg nsk 1470 4,550
Spacific nsk 36.258 eI
Total Market Rw.ﬁt_ Ii.ﬁ_l B4,4/5
Total Operational AWAS 117475 11508
Total RWAs 8617 645 545,650

In the tables above:

+ Securities financing transactions represent resale and
repurchase agreements and securitics  borrowed and
loaned transactions.

+ (hher includes receivables, cemain delst securities, cash
and cash equivalents and other assets.
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The table below presents changes in RWAs calculated in
accordance with the Standardized Capital Rules and
Basel Il Advanced Rules.

YWear Endod
Dacembar 2017
Batal
£ i rrilrons Standardized Bdvaniced
Risk-Weighted Assats
Baginning batance 5456676 5545650
Credit AWAR
Changa in
Daduchon for tanstionsl prowisions {233} {233)
D livgs 1,750 {2,110
Commastmants, guarantess and bans 8,350 40583
Spcunties (el 1M Uan3&cons 6543 &4 BEY
Ecuity invasimanis 6889 7.653
Othat _ 12,368 12 608
Change in Credit AWAs 56817 63,230
Market RWA:
Changs in
Risgulatory VaF [2. 218} {2.218)
Stressed Val 10,278 10278
Incrasrnintal nsk 1) ]
Coamprahen s nsk [2.941} {2,680
Specific nisk . {3,567} {3567
Change in Market RWAs 2.118 2379
Operational RWAs
Change in gperatonal risk - 2.387
Change in Operational RWAz - 2,387
Ending balance 585,611 S617.646

In the table above, the increased deduction for transitional
provisions represents  the ncreased phase-in of the
deduction from 80% vo 80%, effective January 1, 2017,

Standardized Credit RW A< as of December 2017 increased
by 855682 bilbon compared with December 2018,
primarily reflecting an increase in commilments, guarantess
and loans, principally due 1o increased lending activity,
Seandardized Market RWAs as of December 2017
increased by $2.12 billion ramp:lrcd with December 20146,
primarily reflecting an inceease in stressed VaR as a result of
mcreased risk exposures partially offset by decreases in
specific risk, as a result of changes in risk exposures, and
comprehensive rsk, as a result of changes in risk
MRS Ments.

Basel 1l Advanced Credin RWAs as of December 2017
increased by %6323 billion  compared  with
December 2006, primarily reflecting an  increass in
commitments, guarantees and loans, principally due to
mcreased  lending activity. Basel Il Advanced Market
RWAs as of December 2017 increased by 52,38 hillion
compared with December 2016, primanly reflecting an
increase in stressed VaR as a result of increased risk
exposures partially offset by decreases in specific risk, a5 a
result of changes in risk exposures, and comprehensive risk,
as a result of changes in risk measurements.
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The table below presents changes in RWaAs caleulared in
accordance with the Standardized Capital Ruoles and
Basel Il Advanced Rules,

Wit Endod
Decamber 2014
Basal Hl
¥ in mallons Senderd oed didhranced
Risk-Walghted Assets
Bagnring balance 524107 $577.651
Credit RWAs
Chamga m
Dieduction for ransional prosasons {5311
Chia Pl s [12,555)
Commitmeants, guarantess and keans 4,353
Secunties inanong ransaclions FED
Equaty mvasimanis ERE S
Cithiar [2,085)
Changa n Cradit RWis 18, FO5)
Market R\Was
Changa m
Raqulstory Vak [, 2500 {2,250}
Stressed VaR T3 IET)
Incramanial nek [1,638i 1,638}
Comprahansive nsk 1367 (167)
Spacihic nsk [15,16:531 [15.158)
Change m Market FWAS (18,7351 15,5061
Operational RAWAs
Change m opetionsl nsk = [15, 500}
Change r Oparational AWAs - (15,5001
Ending balance F4066TE 3545680

Im the table above, the increased deduction for transitional

provisions represents the increased phase-in of the
deduction from 4% 1o 60%. effective January 1, 2016,

Standardized Credit BWAs as of December 2016 decreased
by §8.71 billion compared with December 2015, primarily
reflecting a decrease in derivatives, principally due 10
reduced exposures, and a decrease in receivables included in
other credit RWAs reflecting the impact of firm and client
activity. This decrease was pantially offset by increases in
commitments, guarantees and loans principally due 1o
mereased  lemding  activity, amd  equity  investments,
principally due 1o increased exposures and the impact of
market movememts. Standardized Market RWAs as of
December 2016 decreased by $18.73 billion compared with
December 20015, primarily reflecting a decrease in specific
risk as a result of reduced sk exposures.
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Bazel 1l Advanced Credit RWAs as of December 2006
increased by $6.01 billion compared with December 2015,
primarily reflecting an increase in commilments, gRArantess
and loans principally dwe to nereased kending activity, and
an increase in equity investments, principally due to
increased exposures and the impact of market movenents.
These increases were partially offset by a decrease in
denvatives, pnincipally due to lower counterparty credit
risk and reduced exposure. Basel Il Advanced Market
RWAs as of December 2016 decreased by $18.51 billion
compared with December 2015, primarily reflecting a
decrease in specific risk as a result of reduced risk
exposures. Basel 1l Advanced Operational RWAs as of
December 2006 decreased by $15.30 billion compared with
Drecember 2015, reflecting a decrease in the frequency of
certain evenls incorporated within the firm's risk-based
mrodel,

Bank Subsidiaries

Regulatery Capital Ratios, GS Bank USA, an FDIC-
insured, New York State-charered bank and a member of
the Federal Reserve System, is supervised and regulared by
the FRE, the FDIC, the New York State Department of
Financial Services and the Consumer Financial Protection
Bureau, and is subjeat to regulatory capital requirements
that are calculated n substantially the same manner as
those applicable 1o BHCs. For purposes of assessing the
adequacy of its capital, G5 Bank USA caloulates its capital
ratios in accordance with the risk-based capital and
leverage requirements applicable to state member banks.
Those requirements are based on the Capital Framework
described above, S Bank USA 15 an Advanced approach
banking orgamzation under the Capital Framework.,
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Under the regulatory framework for prompt corrective
action applicable to G5 Bank USA, in order to meet the
quantitative requirememts for being a “well-capiahzed™
depository institution, G5 Bank USA must meet higher
minimum regquirements than the minimum ratios in the
table below. As of both  December 2017 and
December 2016, G5 Bank USA was in compliance with its
munimum capital requirements and the “well-capitalized™
T CAENOS.

The table below presents the minimum ratios and the “well-
capitalized” minimum ratios required for GS Bank USA,

Mmirrvrn Retio o of Decerbe

“WWell-capitalized”

m7 D6 Menimum Ratio

CETT rat E. 7505 5 125% B.5%
Tuar 1 cagital ratio 7.250% G525% B.0%
Total capstal ratio 9.260% BEI6% 10.0%
Tiar 1 levarage mlic 4.000% 4 000 % 5.0%

In the table above:

+ The minimum capital ratios as of December 2017 reflect
(1) the 50% phase-in of the capital conservation buffer of
2.5% and (i} the coumercyclical capital bufier of zere
percent, each described above,

+ The minimum capital ratios as of December 2016 reflect
(i) the 259% phase-in of the capital conservation buifer of
2.5% and (i} the counterevelical capital buffer of rero
percent, each described above.

G5 Bank USA™s capital levels and prompt corrective action
classification are also subject to qualitative judgments by
the regulators about components of capital, risk weightings
and other factors. Failure to comply with these capital
requirements, including a breach of the buffers described
above, could result in restrictions  being, imposed by G5
Bank USA's regulators,

Sumilar to the firm, G5 Bank USA s required to calculate
cach of the CET1, Tier 1 capital and Total capital ratios in
accordance with both the Standardized Capinal Rules and
Basel N Advanced Rules. The lower of each capital ratio
caleulated in accordance with the Standardized Capital
Rubes and Basel 11 Advanced Rules is the ratio apainss
which GS Bank USA’s compliance with its minimum ratio
requirements & assessed. Each of the capital ratios
calculated i accordance with the Standardized Capital
Roulbes was lower than that caleulated in accordance with the
Basel Il Advanced Rules and therefore the Standardized
Capital ratios were the ratios that applied to G5 Bank UsA
as of both December 2017 and December 2016, The capital
ratios that apply 1o G5 Bank USA can change in future
reporting  periods a5 a  result of these  repulatory
FECIIrEITIEnLS,
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The table below presents the ratios for G5 Bank USA
calculated in accordance with both the Standardized
Capital Rules and Basel Il Advanced Rules.

A o Db

£ an miliang 27 W6
Standardized
Common Bquity Tier 1 § 25,343 § 24,485
Tiar 1 capatal 5,343 24 485
Tipe 2 capatal 2,547 2,387
Total capital § 27890 5 MGEET
Basal lll Advanced
Commen Bquity Ties 1 § 25,343 5§ 24485
Tier 1 capial 5,343 24,485
Stancerchied T T capuls 2547 2,387
Afowance for bsses on koans and lending

comminants {547} 38
T 2 capatal 2.000 2,000
Total capital 5 17,343 3 26,485
AWaAs
Standardized 8220708 3104
Basal N Advanced 5164, 602 131,051
CET1 ratio
Standendized 11.0% 120%
Basel | Advanced 15.4% 18.7%
Tiar 1 capital ratio
Standsrdizod 11.0% 120%
Basel ll Advanced 15.4% 16.7%
Total capital ratio
Siandardized 12.1% 132%
B il N Ao recodicd 18.68% 0%
Tiar 1 leverage ratio 16.0% 14 4%

The decrease in G5 Bank USA’s Standardized and Basel 11
Advanced capital ratios from December 2016 1o
December 2017 is primarily due to an increase in credit
RWAs, principally due to an increase in lending activity.

The firm's principal non-UL.5. bank subsidiary, GSIB, s a
wholly-owned credit  institution, regulated by  the
Prudential Regulation Authority (PRA} and the Financal
Conducr Authornty (FCA) and 15 subpedt to munimum
capital requirements. As of both December 20017 and
December 2016, GSIB was in compliance with all
regulatory capital requirements.

Other, The deposits of GS Bank USA are insured by the
FDIC to the extent provided by law. The FRB requires that
G35 Bank USA maintain cash reserves with the Federal
Reserve Bank of New York. The amount deposited by GS
Bank USA at the Federal Reserve Bank of New York was
S50.86 billion and $74.24 billion as of December 2017 and
December 2016, respectively, which excesded required
reserve amounts by $50.74 billion and $74.09 billion as of
December 2017 and December 2016, respectively.
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Broker-Dealar Subsidiaries

L5, Regulated Broker-Dealer Subsidiaries. G338 Co. is
the firm's primary US. regulated broker-dealer subsidiary
amd 15 subjea to regulatory capital requirements mcluding
those imposed by the SEC and the Financial Industry
Regulatory  Authority, Inc. In addition, GS&Ca. s a
registered futures commission merchant and is subject to
regulatory capital requirements imposed by the CFTC, the
Chicago Mercantibe Exchange and the Natonal Futures
Association. Ruole 15¢3-1 of the SEC and Rule 1.17 of the
CFTC specify uniform minimum net capital requirements,
as defined, for their registrans, and also cffectively require
that a significant part of the registrants” asseis be kept in
relatively liquid form. G580Co. has elected to calcolate its
minimum capital requirements in accordance with the
“Ahernative Net Capital Requirement”™ as permitted by
Rule 15¢3-1,

As of Decemnber 2017 and December 2016, GS&Co. had
regulatory met capital, as defined by Rule 15:3-1, of
$15.57 billion and $17.17 billion, respectively, which
exceeded the amount reguired by 51315 billion and
$14.66 billion, respectively. In addition to its alternative
minimum net capital requirements, G%8:Co. s also
required to hold tentative net capatal in excess of 51 billion
and net capital in excess of S500 million in accordance with
the marker and credin risk standards of Appendix E of
Rule 15¢3-1. GS8Co. is also required 1o notify the SEC in
the event that its tentative net capital is less than 55 billion.
As of both December 2017 and December 2016, GS8Co.
had tentative net capital and net capital in excess of both
the minimum and the notification requirements.,

Mon-U.S. Regulated Broker-Dealer Subsidiaries. The
firm's  principal  non-U5S.  regulated  broker=dealer
subsidiaries include Goldman Sachs Inernational {GS1) and
Goldman Sachs Japan Co., Lud, (GS]CL). G5, the firm's
LLK. broker-dealer, i regulated by the PRA and the FCA.
GSJCL, the firm's Japanese broker-dealer, is regulated by
Japan's Financial Services Agency. These and certain other
non-U.5 subsidiaries of the firm are also subject to capital
adequacy requrements promulgated by authorities of the
countries in which they operate. As of bath December 2007
and December 20006, these subsidiaries were in compliance
with their local capital adequacy requirements.
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Restrictions on Payments

Group Inc.'s ability to withdraw capital from its regulated
subsidiaries 15 lmited by  mumimum  equity  capital
requirements 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 (e.g., the amount of dividends that may be paid by
G5 Bank USA s limated 1o the lesser of the amounts
calculated wnder a recent earnings test and an wndivided
profits test) even if the relevant subsidiary would sarisfy the
equity capital requirements applicable to it after giving
effect to the dividend. For example, the FRB, the FDIC and
the Mew York State Department of Financial Services have
authority to prohibit or to himit the payment of dividends
by the banking organizations they supervise (incloding G5
Bank USA) if, in the relevant regulator’s opinion, payment
of a dividend would constitute an unsafe or unsound
practice in the light of the financial condition of the banking

organization.

As of December 2007 and December 2006, Group Inc. was
required to maintain $53.02 billion and $46.4% billion,
respectively, of minimum equity capital in its regulated
subsidiaries in order to satisfy the regulatory requirements
of such subsidiaries.
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Note 21.
Earnings Per Commaon Share

Basic eamnings per common share (EP5} is caleulated by
dividing net earmings applicable to common sharcholders
by the weighted average number of common shares
ourstanding and RSUs for which no fuure service is
required as a condition to the delivery of the underlying
common stock (collectively, basic shares). Diluted EPS
includes the determinants of basic EPS and, in addition,
reflects 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
common stock,

The table below presents the computations of basic and
diluted EPS.

Vigar Enclond Dapomrrbae

in milions, cxcepd par shane amounts 2m7 g Pl
MNat earnings applicable to comman

sharaholders AN §1087 L5688
Wiaigh e Svarags basic sharas 4016 427 4 4459
Elfact of ddulive sacunbes

ASUs 5.3 4.7 23

Sieck ophons 22 3Q 44
E:u'.ma SeCUnbes 75 17 8.7
Waeighted average basic shares

and dilutive securities 4081 4351 453 6
Basiz EFS 5 9.2 $1653 $1235
Dilutad EPS 2 9.01 1620 1214

In the table above, unvested share-based awards thar have
non-forfeitable rights to dividends or dividend equivalents
are treated as a separate class of securities in calculating
EPs. The impact of applying this methodology was a
reduction in basic EPS of S0L06 for 2017, and 5005 for
both 2006 and 2015,

The diluted EPS computations in the table above do not
inclode amtidilutive secorities (R5Us and common shares
underlving stock options) of 0.1 mllion for 2017,
2. B million for 2006 and 6.0 million for 2015,
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Note 22
Transactions with Affiliated Funds

The firm has formed numerous nonconsolidated investment
funds with third-party mvestors. As the firm generally acts
as the investment manager for these funds, it is entitled 1
receive management fees and, in certain cases, advisory fees
or incentive fees from these funds. Additionally, the firm
invests alongside the third-party investors in certain funds,

The tables below present fees earned from affiliated funds,
fees receivable from affiliated funds and the aggregate
carrying value of the firm's interests in affiliated funds.

Yoo Erncdod Decorror
5w el 2017 2ME 25
Feas aamned from funds $2932 32777 §50E%

Az of Decesrbar

£ o el 207 e
Feas recaivabls from funds 5 83IT 1 N4
Bt caenyireg valud of wints in funds £4,993 95841

The firm may periodically determine to waive certain
management  fees on selected money  market  funds.
Management  fees  waived were 598 million  and
5104 mallion for 2017 and 2016, respectively.

The Volcker Rule restricts the firm from providing financial
support to covered funds {as defined in the rule} after the
expiration of the conformance period. As a general matter,
in the ordinary course of business, the firm does not expect
to provide additional voluntary financial suppon 1o any
covered funds bur may choose to do so with respect 1o
funds that are not subject to the Volcker Rule; however, in
the event that such support is provided, the amount is not
expected to be material.

As of December 2017 and December 20016, the firm had an
outstanding guarantee, as permitted under the Volcker
Rule, on behall of ns funds of 5154 million and
L300 million, respectively, The firm has voluntarily
provided this guarantes 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 both December 2007 and December 2016,
except as noted above, the firm has not provided any
additional financial suppon to its affiliated funds,

In addition, in the ordinary course of business, the firm may
alse engage i other activities with s affiliated funds
including, among others, securities  lending, trade
execution, market making, custody, and acquisition and
bridge financing. Sec Mote 18 for the firm’s investment
comumnitments related to these funds.
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Mote 23,
Interest Income and Interest Expense

Interest s recorded over the life of the mstrument on an
accrual basis based on contractual mterest rates, The table
below presents the firm's sources of interest income and
inTerest expense.

‘faae Eecdod Dacamber
£ in mulbons 2007 MG MG
Interast inco ma
Depisits wath banks
Isteralizad sgreaments 1,661 a1 7
areHal SIS O i E.504 5444 BERT

§ B1d 3 45F 3 M0
17

Loans receivabis 2678 1,843 1,15
E'.l'-ﬂ:’ bl 2,081 1,261 1,841
Total interest income 13,113 5,581 g.452
Interest axpensa
Caposits 1,380 ars 408
Collatpealiped Tinancngs BE3 447 0
Financial mstrurments sald, but

fial il i hessiedd 1,388 1,251 1,318
Shart-teern sacured and

undacured bormmmngs B9 A48 479
Long-tarms securad and

unsgeunpd bormanngs 4 599 4,747 SETE
Cthar intare st 1,253 (155 LE76]
Total intersst axpense 10,981 7,104 5,358
MNat interast incoma § 2932 $2537 §3084
In the table above:

+ Collateralized agreements includes rebates pard and
interest imcome on securities borrowed.

+ Oiher interest income ncludes interest income on
customer debit balances and other interest-carming assets.

Collateralized financings consists of secunties sold under
agreements to repurchase and securities loaned.

Other interest expense includes rebates received on other
interest-bearing  liabilitics  and  interest expense on
customer credit balances.
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Note 24.
Income Taxes

Tax Legislation

The provision for taxes i 2017 reflected an increase in
Income tax expense of $4.40 billion representing the
estimared  impact  of Tax Legislation enacted on
December 22, 2017, The 54.40 billion income tax expense
includes the repatriation tax on undistributed earnings of
foreipn subsidiaries, the effects of the implementation of a
territortal tax system and the remeasurement of U5
deferred tax assets a1 lower enacted tax rares.

The repatriation tax 5 based on the greater of the firm's
post-1986 carnings and profus as of Movember 2, 2017 or
December 31, 2017, Income taxes paid or payable to
foreign jurisdictions partially reduce the repatriation 1ax as
a foreign tax credit, based on a formula thar includes future
earnings of centain foreign subsidiaries. The caloulation
resulted iIn an estimated  income  tax  expense  of

$3.32 hillion.

U5, deferred tax assets and labilities were required to be
remeasured as of December 22, 20017 to the new LS
federal income tax rate of 21% and vo any federal impact
associated with stare and local deferred income taxes, as
well as due to the implementation of the ereitorial Tax
system. This remeasurement resulted in an estimated
income tax expense of 51.08 billion.

While the components of the impact of Tax Legislation
described above were caloulated to account for all available
information, these amouwnts are estimates. The firm
anticipates modification to the estimate may occur as a
result of (i} refimement of the firm’s caleulations based on
wpdated  information, (i) changes in  the firm's
interpretations and assumptions, (i} updates from issuance
of future legislative guidance and (iv} actions the firm may
take as a result of Tax Legislation.

Provision for Income Taxes

Income taxes are provided for using the asset and [ability
method under which deferred tax assets and liabilities are
recognized for temporary differences between the financial
reporting and tax bases of assets and Labilities. The firm
reports interest expense related 1o income tax marers in
provision for taxes and income tax penaliies in other
expenses.
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The table below presents the components of the provision
for taxes.

Yeur Endad Decsmbas

§ in roiliong 207 Hne s
Currgnt taxes

U5 fadaral § 300 1052

Stane and bocal =~ 130

hondJ 5 1.004 1,184

Total current tax expense 1. 388 1355

Defarred taxes

U5 fadansl E.083 00 T
State and bocal 187 51 &2
hond) S 218 101 [z},
Total deferned tax oxpense 5458 551 alh
Provision for tawes 85, BdE £2.906 321,655
In the table above:

= State and local current taxes includes the impact of
settlements of state and lecal examinations,

= 1.5, federal deferred tax expense includes the estimated
impact of Tax Legislation.

The table below presents a reconciliation of the U5, federal
statulory ingome tax rate to the firm's effective income tax
rate.

Yo Erchd Dwcenb
T e MG

U5 fadaral statulory income tax rale /0N 350% 0%
Sute and Wcal o, netof U S ladera

incodna tax affects 1E6% 08% 0.53%
ASIF Mo 201605 tax banafits on sl lement

of empleyes share-based swards {6.4)%
hondl 5 openbons (63% W% N2i%
Tax credis 2% dos 00%
Taac-aampl indere, ndlinding deadends 0.21% 3% 0%
Tax Lagislation — rapatna tion tax 29.8% - -
T Laqualaiion — rpmgasungrrign] of

dalarmad tax assats 9.T% - -
hon-Sasductible legal expansas OE% 10% 103%
b - A% 3%
Effective incoma Lax rabe BN J8I%  0TR
In the table above:

Mon-U.5. operations includes the impact of permanently
reinvested carnings and excludes the estimated impact of
Tax Legislation.

State and local taxes, net of U.S. federal income tax effects
includes the impact of settlements of state and local
CXAMINAtons,

Substantially all of the non-deductible legal expenses for
2015 relate to provisions for the settlement agreement
with the RMBS Working Group.
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Dafarrad Income Taxas

Deferred  mcome taxes reflect the net tax effecs of
remporary differences berween the financial reperting and
tax bases of assers and habihtes, These temporary
differences result intaxable or deductible amounts in future
vears and are measured using the tax rares and laws that
will be in effect when such differences are expected to
reverse. Valuation allowances are established to reduce
deferred tax assets to the amount that more likely than not
will be realized amd primarily relate 1o the ability 1o utilize
lomses in various tax jurisdictions. Tax assers and liabilities
are presented as a component of other assets and other
liabilities and accrued expenses, respectively.

The table below presenrs the significant components of
deferred tax assers and liabilities, excluding the impact of
netting within tax jurisdictions.

S of Dwscosrrbar

£ erelboris 017 NG
Deferred tax assots
Compensation and benafils 1238 i0.481
ASC 740 assal reluted 10 unfecognized tax banehiis = ]
MNondl 5. oparabons - 287
Ml Cpsbratang 4 428 417
Clonuapancy-relal &7 100
omp i S i om deralatad 408 57
ax cradis camylonyand 1,006 _
Citihaer, mist 112 334
Subtotal 330 5,357
Waluation alkmasnta (158} [115)
Total deferred tax assets §3174 45002

Deforred tax liabilities

5 B2 0000

3114 -

o 180 -
Linirgaled gaans _ T42 347
Taotal deferrad tax liabilities S4.862 1054l

The firm has recorded deferred 1ax assets of 5428 million
and 5427 gullion as of December 2007 and
December 2006, respectively, m connection with L5
federal, state and local and foreign net operating loss
carryforwards. The firm also recorded 2 valuation
allowance of 5128 million and %67 million as of
December 2017 and December 20006, respectively, related
to these net operating loss carryforwards.
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As of December 2017, the US. federal, state and local, and
foreign net operating loss carryforwards were 5268 million,
51.33 bilbon and 51.23 billion, respectively. If not unilized,
the U5, federal, state and local, and foreign net operating
loss carryforwards will begin to expire in 2018, If these
carrvforwards expire, they will pot have a material impact
on the firm's results of operations. As of December 2017,
the foreign tax credit carryforwards were $446 million, the
general business credit carryforwards were 5333 mullion
andd the state and local tax credit carryforwards were
$27 million. If not wiilized, the foreign tax credi
carrvforward will begin to expire in 2027, the general
business credit carryforward will begin to expire in 2037,
and the state and local tax credit carryforward will begin to
expire in 2020,

The firm had no capital loss carryforwards and no related
net deferred income tax assets as of December 2017 and
December 2016,

The valuation allowance increased by $41 million dunng
2017 and increased by 542 million dwring 2016, The
imereases i 2017 and 2016 were primarily due to an
increase in deferred tax assers from which the firm does not
expect to realize any benefit.

The firm permanently reinvested eligible earnings of certain
foreign subsidiaries. As of December 200 7, substantially all
U5, taxes were accrued on these subsidiaries” earnings and
profits as a result of Tax Legislation repatriation tax. As of
December 20016, the firm did mot accrue any ULS. income
taxes that would anse if such earnings were repatriated,
resulting in an unrecopnized net deferred tax liability of
$6.18 billion, anributable o reinvested earnings of
531.24 billion.

Unrecognized Tax Benefits

The firm recognizes tax positions in the consolidated
financial statements only when it is more likely than not
that the position will be sustained on examination by the
relevant taxing awthority based on the rechnical merits of
the position. A position that meets this standard s
measured at the largest amount of benefit that will more
likely than not be realized on sewlement, A habaliy s
established for differences between positions taken in a tax
return and  amounts  recognized in the consolidated
financial statements.
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The accrued liability for interest expense related to income
tax matters and income tax penaltics was $81 million and
5141 mullion as of December 2017 and December 2016,
respectively, The firm recognized interest expense and
income tax penalties of §63 million, $27 million and
817 million for 2017, 2016 and 2015, respectively. It is
reasonably possible that wnrecognized tax benefits could
change significantly during the twelve months subsequent
to December 2017 due to potential avdie settlements,
However, at this time it is not possible 1o estimate any
potential change.

The table below presents the changes in the labilny for
unrecogmized tax benefits, This liability is included in other
liabilities and accrued expenses, See Note 17 for further
information.

aar Ended or as of Decembar

¥ w rvlions oy 26 2016
Baginsing batancs 4 862 5825 £8N
Increisad basad o 183 podelons reldlad

10 tha currant year 94 13 &5
Incrasas based on tax posaons related

10 prcs yaars 101 28 152
Dacreasss basad on lax poailions relatad

10 proy yours {128) ¢ [ 25
Decraases ratatad 1o seillamants {265] k] lin,
Exchangs mite fectuatons 1 - 3
Ending balance 4 665 £ 852 £ 525
Ralated daferrad income tax ss5et 75 &3 147
Mot unrecognized Ltax benefit & 550 621 %628

Regulatory Tax Examinations

The firm is subject to examination by the US, Internal
Revenue Service (IRS) and other taxing asuthorities in
jurisdictions where the firm has significant business
operations, such as the United Kingdom, Japan, Homg
Kong and varsous states, such as New York. The tax vears
umler exammation 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 material to
operating results for a particular period, depending, in part,
onthe operating results for thar period.

The table below presents the earliest tax vears that remain
subject to examination by major jurisdiction.

Ais o
Juradietion Deesmbar 2017
LS Fedarsl 2011
e Work Siete and City am
Unlesd Eirspdom 2014
Japan 2014
Hang Kang 2011
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MNotes to Consolidated Financial Statements

U5, Federal examinations of 2011 and 2012 bepan in
243, The firm has been accepted into the Compliance
Assurance Process program by the IRS for each of the tax
years from 2013 through 2018, This program allows the
firm to work with the IR3 to identify and resolve porential
LLS. federal tax issues before the filing of tax returns. The
20113 throwgh 2006 tax years remain subject to post-filing
review.

During the fourth quarter of 2017, New York State and
City examinations for the firm {excluding G5 Bank USA) of
fiscal 2007 through calendar 2010 were completed. The
completion of these examinations did not have a marerial
impact on the fiem's effective income tax rate, New York
Srare and City examinations (excluding G5 Bank USA) of
2011 through 2014 began in the fournh quarter of 20017,
New York State and Ciry examinations for GS Bank USA
have been completed through 2014,

During the first quarter of 2017, the firm concluded
examinations with the Hong Kong tax authorities related to
2007 through 2013, with 2011 through 2013 subject to
final review, The completion of these examinations did mot
have a material impact on the finm'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 firm believes that the liability for
unrecognized tax benefits it has established is adequate in
relation to the potential for additional assessments.

Noto 25.
Business Segments

The firm reports its activities in the following four business
segments: Investment Banking, Insttutional Client Services,
Investing & Lending and Investment Management.

Basis of Presentation

In reporting segments, cerain of the firm's business lines
have been apgregated where they have similar economic
characteristics and are similar in each of the following
areas: (1) the nature of the services they provide, (i) their
methods of distnbution, (i) the tvpes of clients they serve
and {iv} the regulatory environments in which they operare.

The cost drivers of the firm taken as a whole,
compensation, headeount and levels of business activiry,
are broadly similar in each of the firm's business segments.
Compenzation and benefits expenses in the firm's segments
reflect, among other factors, the overall pedformance of the
firm, as well as the performance of individual businesses,
Consequently, pre-tax margins in one segment of the firm®s
business may be sipnificantly affected by the performance
of the firnm's other business segments,
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The firm allocates assets {including allocations of global
core liquid assets and cash, secured client financing and
other assets), revenues and expenses among the four
busines seprments. Due 1o the integeated nature of these
segmwents, estimates and judgments ape made in allocating
ceftain assets, revenues and expenses. The allocation
process is based on the manner in which management
currently  views the pedormance of the scpmenis
Transactions between segments are based on specific
criteria or approximate third-party rates.

The table below presents the firm's net revenues, pre-tax
earmings and rotal assers by sepment. Management believes
that this information provides a reasonable representation
of each segment’s contribution to consolidated pre-tax
earnings and total assets.

Far Endd oof &% of Dascarriar

& ailons 2017 FI] e
Investmant Banking

Financal Advisory § 3188 § 2937 4 sam
| cpipity uncahATIng 1,242 £l 1,546
Diabt underwnitang 2,940 2,45 2,011
Tolal Uncdansaning 4,183 3,341 3,557
Total net revanues T.an ] 7,017
Cparaling apensas 3526 437 3,713
Pro-tax aarnings £ 3846 3 i § 434
Segment assets § 2202 3§ 15M & 2584
Institutional Client Serviceas

FICC Client Exacution $ 629 % 7558 § Toan
Equitias chanl axacution 2,046 2,194 5,003
i s and fesas 2,920 aOTE 3,158
Sec 5 SAMICas 1637 163 1,645
Teal Equines 5603 8511 7815
Total net revenues 11.902 14,467 15,151
CIparabing axpinsds 9802 9.7 13 058
Pra-tax aarnings & 0 i a75d 5 1,213
Segmant assols SETE258  Shdnean  Sodan
Invasting & Lending

Ecpnity sistipnitins £ 4578 1 2573 g 378
Debl secuntas and kans 2,003 1,807 1,658
Total net revenues 6581 4,080 5,436
Dparating expensas 2,796 2200 2,400
Pra-tax sarnings § 2788 i 1694 % 5,084
Sogment assols S226.006  iite 6] 175,418
Investmant Management

Manegement snd othar feas $ G144 3 a7mE 8§ 4887
Fncan e (oo 417 471 TED
Transechion rewen uas 558 GG 535
Total net revenues 5219 bR 6,206
Ciparating expensas 4,800 4 654 4,841
Pro-tax sarnings § 1413 3§ 1134 3 135
Sagment assets § 13308 % 1447 5 18008
Taotal net revenues $a20M % 30608 8 3EN
Total operating exponsaes 20,941 20,504 75,047
Total pre-tax earnings 11132 § 10304 § 8778
Total assets SENETTE  I8ED165  SBEN Z0E
— —
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In the table above:

* Revenues and expenses directly associated with each
segment are included in determining pre-tax earmnings.

MNet revenues in the firm's segments include allocations of
interest income and interest expense to specific securities,
commodities and other posttions in relation to the cash
generated by, or funding requiremems of, such
underlying positions. MNet interest is included in segment
nel revenues as it is consistent with the way in which
MANAEEMEnt assesses sepment performance.

Overhead expenses not directly allocable o specific
segments are allocated ratably based on direct segment
EXpEnses,

All operating expenses have been allocated to the firm's
segments  except  for charitable  contributions  of
S127 mullion for 2007, 5114 million for 2016 and
5148 milleon for 2015,

+ Total operating expenses included net provisions for
litigation and regulatory procesdings of 5188 million for
2017, 5396 million for 2016 and $4.01 billion {of which
£3.37 billion was related o the ssnlement agreement
with the R MBS Working Group) for 2015,

The table below presents the amounts of net interest income
by segment included in net revenues.

foar Ended Decambar

Geographic Information

Due to the highly imtegrated nature of international
financial markets, the firm manages s businesses based on
the profiability of the enterprise as a whole, The
methodology for allocating profimability to geographic
regions  is dependent on estimates and  management
judgment because a significant portion of the firm's
actvities require cross-border coordmation i order to
facilitare the needs of the ficm’s cliems.

Geographic results are generally allocated as follows:

+ Investment Banking: lecation of the client and investment
bank mg tearn.

Institutienal Client Services: FICC Client Execution and
Equities {excluding Securities services): location of the
market=-making desk: Securities services: location of the
primary market for the underlying security,

* Investing & Lending:  Investing:  location of the
investment; Lending: location of the client.

+ Investment Management: location of the sales team.

The table below presents the total net revenues, pre-tax
earnings 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
carnings and net carnings {excluding Corporate) for each
geographic region.

¥ i i 2017 206 5 Year Endad Daorribar
Investrnent Banking E - i - 4§ - ¥ o el 2017 2018 NE
Instiutonal Client Semncas 1,322 1,456 1477 Nt ravenuas
Investing & Lending 1325 880 418 Artucas F10406 B1% $12.120 60% $19202 GA%
EI'JI'JSII'I'!I'}I'I'I Bolan scprminl 285 251 17d EMAEA TEEZ MW 4N % a9ai 27T
Total net Intarest incomae 52,932 £2 587 33,064 5 4816 15% 4424 14'% BEIT  1T%
Total net revenues 22073 100% 130608 100% S8 100%
The table below presents the amounts of depreciation and Pro-tax gamings
amorization expense by segment included in pre-tax Arnancas § 7118 BF% 3 6350 &1% 3 338 aTh
. pe ’ P EMEA 2583 2r% ZBEF 2BW  A0sd 3E%
CAMEES. A5 1,567 14% 1.98% 1'% 2303 2%
Subtetal 11,269 100% 1041E 100%  BI3G 100%
Corpa 1 {148)
Vot Encid Db e pearatd, ; {127} 4y i148)
- Total pre-tax earmings $11,132 310,304 E 87
£ in mdiinas 2017 006 Nk et
IrvBsLirneil Barikifg $ 124 3 1268 3 133 Amnesicas $ 997 % 4337 Be% % 1587 26%
Instiutionel Client Serncas 514 455 482 EMEA 2084 4F% 2370 J0% 2914 4T%
Invpsting & Lending 14 ns 53 Az 1,241 28% BTG 12% 1686 2T%
Investment Management 200 1628 153 Subtotal 4382 100% 7477 100%  BIET 100%
Total depreciation and amertization $1,1682 3 oo 3 o Compaorate (96 Li] (104}
Total net eanings % 4,286 3 7 500 % B0s
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In the table above:

+ Americas net earnings included estimared income tax
expense of $4.40 billion recorded in 2017 relared to Tax

Legislation.
» Americas predax  earmings  included provisions of

£3.37 billion recorded i 2015 related 1o the settlement
agreement with the RMBS Working Group,

» Corporate  prestax  carmings  includes  charitable
contributions that have not been allocated to the firm's

geographic regions.

» Substantially all of the amounts m Amercas were

artributable vo the U5,
+ Asia ineludes Ausrealia and New Zealand,

Nete 26,
Credit Concentrations

The firm's concentrations of credit risk arise from its
market making, client facilitation, investing, underwriting,
lending and collateralized transactions, and cash
management activities, and may be impacted by changes in
economic, mdustry or political factors. These activities
expose the firm te many  differemt  industries  and
counterparties, and may also subject the firm o a
concentration of credit risk 1o a particular central bank,
counterparty, borrower or issuer, including sovereign
iss1ers, of to a particular clearing house or exchange. The
firm secks to mitigate credit nsk by actively monitoring
exposures and ebtamning collateral from counterpartics as

deemed appropriate,

The firm measures and monitors its credit exposure based
on amounts owed to the firm after taking into account risk
mitigants that management considers when determiming
credit risk. Such risk mitigants include netting and collateral
arrangements and cconomic hedges, such as  credit
derwatives, futures and forward contracts. Netting and
collateral agreements permit the firm to offset receivables
and pavables with such counterparties andfor enable the
firm to abtain collateral on an upfront or contingent basis,
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The table below presents the credit concentrations in cash
mstruments held by the firm and included in financial
nstruments owned.

An sl Dooarrbes

£ el 27 anes
LS govasmmant snd sgensy chbaations sTe 418 28T ERT
% of 1tal assets B.3% 6T%

Manl) 5 govememisnt and sgancy obbgalons £33 468 210 58
# of 1otal Bssels L™ 4%

In addition, as of December 2017 and December 2006, the
firm had $76.13 billion and $94.72 billion, respectively, of
cash deposits held ar cemiral banks (included in cash and
cash  equivalenis), of which %5086  billion  and
574.24 billion, respectively, was held at the Federal Reserve
Bank of Mew York.

As of both December 2017 and December 2016, the firm
did ot have credit exposure to any other counterparty that
exceeded 2% of total assers.

Collateral obtained by the firm related to derivative assets is
prncipally cash and 15 held by the firm or a third-pany
custodian. Collateral obtained by the firm related to resale
agreements  and  securities  borrowed  transactions s
primarily U5, government and agency obligations and
non-U.S. government and agency obligations. See Note 10
for further information about collateralized agreements and
financings.

The table below presents U5, povernment and agency
obligations  and  non-US.  government  and  agency
obligations  that collateralize resale  agreements and
securitics borrowed transactions,

A ol Dacsirbas
# in milfong 2T k.01

LIS govemmiment and agency chbgatons $86.506 220711
Mondl. 5. governmenl end sgency obligations 892860 550,234

In the table above:

+ Non-US. government and agency obligations primarily
consist of securities issued by the governments of Japan,

France, the UK. and Germany.

+ Given that the firm's primary credit exposure on such
transactions 15 to the counterparty to the transaction, the
firm would be exposed vo the collateral issuer only in the
event of counterparty defaulr,
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Mote 27,
Legal Proceedings

The firm is invebved in a number of judicial, regulatory and
arbitration procesdings (including these described below)
CONCErMING matters ansing in connection with the conduct
of the firm's businesses. Many of these proceedings are in
early stages, and many of these cases seck an indeterminate
amount of damages.

Under ASC 430, an event is “reasonably possible™ if “the
chance of the future event or events occurring 15 more than
remote but less than likely™ and an event is “remote™ if “the
chance of the future event or events occurnng is slight.”
Thus, references vo the upper end of the range of reasonably
possible loss for cases in which the firm s able o estimate a
range of reasonably possible boss mean the upper end of the
eange of loss for cases for which the fiem believes the risk of
loss is more than slight.

With respect o marters Jdescribed below for which
management has been able o estimate a range of
reasonably  possible loss where (i) actual or potential
plaintiffs have claiimed an amount of money damages,
{u) the firmn s being, or threatened to be, sued by purchasers
i a securities offering and s not being indemnified by a
party thar the firm believes will pay the full amounr of any
judgment, or {iii) the purchasers are demanding thar the
firm repurchase securities, management has estimated the
upper end of the range of reasonably possible loss as being
equal to {a} in the case of (1), the amount of money damages
claimed, (b) in the case of (b, the difference between the
initial sales price of the securities that the fiem sold in such
offering and the estimated lowest subsequent price of such
securities prior to the action being commenced and () in
the case of {ii), the price that purchasers paid for the
securities  less the cstimated valve, if any, as of
Drecember 2017 of the relevant securities, in each of cases
(1), (i) and (iiih, raking into account any other factors
believed to be relevant to the particular matter or marters of
that type. As of the date hereof, the firm has estimated the
upper end of the range of reasonably possible apgregate loss
for such mamers and for any other matters described below
where management has been able to estimate a range of
reasomably possible aggregate loss to be approximately
S1.5 billion in excess of the aggregare reserves for such
MEATErs.
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Management is generally unable to estimate a range of
reasonably possible loss for matters other than those
included in the estimate above, including where (i} actual or
potential plaintifis have not claimed an amount of money
damages, except in those instances where management ¢an
otherwise determine an appropriate amount, (it} matters
are in early stages, (i} matters relate to repulatory
Investigations or reviews, except in those mstances where
management can otherwise determine an appropriate
amount, (ivh there s uncerainty as 1o the likelihood of a
class being certified or the ulrimare size of the class, (v} there
is uncertainty as to the outcome of pending appeals or
motions, (vi) there are significant factual issues o be
resolved, andfor (viR) there are novel legal ssues presented.
For example, the firm's potential habilities with respect 1o
future mongage-relaved “put-back™ claims described below
may nltimarely eesult in an increase in the firm's liabilivies,
but are not incleded in management’s estimate of
reasonably possible loss. As another example, the firm's
potential liabilities with respect to the nvestigations and
reviews described below in “Regulatory Investigations and
Reviews and Related Litigation™ alse generally are not
included i management’s estimate of reasonably possible
loss. However, management does not believe, based on
currently available information, thar the outcomes of such
other matters will have a material adverse effect on the
firm's financial condition, though the outcomes could be
material to the firm's operating results for any particular
period, depending, in par, upon the operating resubts for
such periodd, See Note 18 for further information about
morgage-related comingencies,

Maortgage-Ralated Matters

Beginning in April 2000, a number of purported securities
laww class actions were filed in the US, Districr Coun for the
Sowthern District of Mew York challenging the adequacy of
Group Inc.'s public disclosure of, among ather things, the
firm's activities in the CDO market, and the firm's conflict
of Interest management.

The consobdated amended complamt filed  on
July 25, 2011, which names as defendants Group Ine, and
certain current and former officers and employees of Group
Inc. and its affiliates, generally alleges violations of Sections
10{b) and 20{a) of the Exchange Act and secks unspecified
damages. On January 12, 2018, the U.S Court of Appeals
for the Second Circuit vacated the district court’s class
certification order and remanded for reconsideration.
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In June 2012, the Board received a demand from a
sharcholder that the Board mvestigate and take action
relating to the firm's mengage-related activinies and 10
stock sales by certain directors and executives of the firm.
On February 15, 2013, this sharcholder filed a putative
shareholder derivative action in New York Supreme Court,
MNew York County, apainst Group Inc. and certain current
or former directors and emplovees, based on these activities
and stock sales. The denvative complamt  includes
allegations of breach of fidociary duty, unjust enrichment,
abuse of control, gross mismanagement and corporate
waste, and seeks, among other things, unspecified monetary
damages, disgorgement of profits and certain corporate
pgovernance and disclosure reforms. On May 28, 2013,
Group Inc. informed the sharcholder thar the Board
completed its investigation and determined 1o refuse the
demand, On June 20, 2013, the shareholder made a books
and records demand requesting materials relating to the
Board's determination. The parties have agreed to stay
proceedings in the putative derivative action pending
resolution of the books and records demand.

In addition, the Board has received books and records
demands from several shareholders for materials relating
to, among other subjects, the firm's mortgage servicing and
foreclosure activities, participation in federal programs
providing assistance 1o financial  institutions  and
homeowners, loan sales 1o Fannie Mae and Freddie Mag,
mortgape-related activities and conflicts management.

The firm has entered imto agreements with U.S, Bank
Mational Association 1o toll the relevanr stanute of
limitations with respect to claims for repurchase of
residential mortgage loans based on alleged breaches of
representations rebated to 5 1.7 billion eriginal notional face
amount of securitizations isswed by trusts for which U.S.
Bank National Assaciation acts as trustee,

The firm has recerved subpoenas or requests  for
information from, and is engaged in discussions with,
certain regulators and Law enforcement agencies with which
it has not entered into sertlement agreements as pam of
inquiries or investigations relating to morgage-related
meatiers.
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Director Compensation-Ralated Litigation

On May 9, 20107, Growp Inc. and certain of its current and
former directors were named as defendants in a purported
direct and derivative sharcholder action in the Count of
Chancery of the State of Delaware (2 similar purpored
derivative action, filed in June 2015, alleging excessive
director compensation over the period 2012 to 20014 was
voluntanly disrmissed without prejudice in December 2016).
The new complamt alleges that excessive compensaton has
been paid to the non-emplovee director defendams since
20135, and thar cermain disclosures in connection with
soliciting stockholder approval of the stock incentive plans
were deficient. The complaint asserts claims for breaches of
fiduciary duties and seeks, among other things, rescission or
I some cases rescrssory  damages, disgorgement, and
shareholder votes on several matters, Defendants moved 1o
dismess on July 28, 2017,

Currencies-Related Litigation

GE8cCo, and Group Ine. are among the defendants named
in purative class actions filed in the U5, District Court for
the Southern Districr of New York beginning in
September 2006 on behalf of putative indirect purchasers of
foreign exchange instruments. The consolidated amended
complaing, filed on June 30, 2007, generally alleges a
conspiracy te manipulate the foreign currency exchange
markets and asserts claims under federal and stare antitruss
laws and state consumer protection laws and seeks
injunctive relief, as well as reble damages in an unspecified
amount. Defendants moved to dismiss on August 11, 2017,

Financial Advisory Services

Group Inc. and certain of its affiliates are from time to time
partics to  various «ivil litigation and  arbitration
proceedings and other disputes with clients and third
parties relating to the firm's financial advisory activities,
These  claims  generally  seek, among other things
compensatory Jdamages and, in some cases, punitive
damages, and in certain cases allege that the firm did not
appropriately disclose or deal with conflicts of interest.
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Undearwrrting Litigation

Firm affiliates are among the defendants in a number of
proceedings in connection with securities offerings, In these
proceedings, including these deseribed below, the plainnffs
assert class action or individual claims under federal and
state secufities laws and in some cases other applicable
laws, allege that the offering documents for the securities
that they purchased contained material misstatements and
omssions, and generally seek compensatory and rescissory
damages in  unspecified amoums. Cenain of  these
procesdings invelve additional allegations,

Cobalt International Energy. Coball Infernational
Energy, Inc. (Cobalt), certain of its officers and directors
(inchuding emplovees of affiliates of Group Ine. who served
as directors of Cobalt), affiliates of shareholders of Cobal
{including Grouwp Inc.} and the underwriters {including
GS&Co.) for centain offenngs of Cobalt's securities are
defendants in a putative securities class action filsd on
Movember 30, 2004 in the U5, District Cournt for the
Southern District of Texas, The second consolidared
amended complaing, filed on March 135, 2017, relates to a
$1.67 billion February 2012 offering of Cobalt common
stock, a $1.38 billion December 20012 offering of Cobalt's
convertible notes, a S1L.OG billion Januvary 2013 offering of
Cobalt's common stock, a $1.33 billion May 2013 offering
of Cobalt's common stock, and a 51,30 billion May 2014
offering of Cobalt’s convertible notes.

The consohdated amended complaint alleges that, among
others, Group Ine, and GS80Co, are hable as conteolling
persons with respect to all five offerings, and that the
sharcholder affiliates (including Group Inc. are liable for
the sale of Cobalt commen stock on the basis of inside
information. The consolidated amended complaint also
seeks damages from G380Co, in connection with its acing
as an underwriter of 16,594,500 shares of common stock
representing an aggregate offering price of approximately
5465 million, $690 million principal amount of convertible
notes, and approximately $508 mullion principal amount of
convertible notes in the February 20012, December 2002
and May 2014 offerings, respectively, for an aggregate
offering price of approximately $1.66 billion.
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On Janwary 1%, 20016, the court granted, with leave o
replead, the underwnier defendamts’” motions to dismss as
to claims by plaintifis who purchased Cobalt securities after
April 30, 2013, but demied the motions 1o dismiss in all
other respects. On June 15, 2007, the count granted the
plaintiffs’ motion for class certification and denied certain
of the sharcholder affiliates” motions (including Group Inc. )
to dismiss the claim alleging sales based on  imskle
information. On August 4, 20017, the ULS. Cournt of Appeals
for the Fifth Circuit granted defendants” petition for
interlocutory review of the clas cenification order, On
August 23, 2017, the district court denied the defendants’
maotion for reconsideration of cenain aspects of the class
certification order. The district court and the Fifth Circuit
denied  defendants” request 1o stay  discovery  pending
resolmtion  of the Filth  Cirenit  procesding, On
December 14, 2007, Cobalt filed for Chaper 11
bankruptcy.

Cobalt, certain of its officers and directors {including
emplovess of affilistes of Group Inc. who served as
directors of Cobalt), certain sharcholders of Cobalt
(including funds affiliated with Group Inc.}, and affiliates
of these sharcholders (incloding Group Inc.} are defendants
i putative  shareholder derivatve  actiens  filed on
May 6, 2016 and November 29, 206 in Texas Distrct
Court, Harris County. As to the director and officer
defendants (including emplovees of affiliares of Group Inc.
who served as directors of Cobalt), the petitions generally
allege that they breached their fiduciary duties under stare
law by making materially false and misleading statements
concerning Cobalt, As 1o the shareholder defendanmts and
their affiliates (including Group Inc. and several affiliared
funds}, the original petition also alleges that they breached
their fiduciary duties by selling Cobalt securities in the
common stock offerings described above on the basis of
mside information, The petitions seek, among other things,
unspecified monetary damages and  disgorgement  of
proceeds from the =ale of Coball common stock, On
March &, 2017, the court denied defendants’ motion to
diemiss the May patition as to the sharcholder defendams
and their affiliates (including Group Inc. and wts affiliated
funds). Defendants  moved  to dismiss  the
November petition on January 30, 2017,
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Adeptus Health. G58Co. 5 among the underwriters
named as defendants in several putative securities class
actions, filed beginming in October 2016 and consolidared
in the U5, Distriet Coun for the Eastern Districr of Texas,
In additien to the underwriters, the defendams include
certain of Adeptus Health Inc.’s { Adeptuss) past and present
directors and officers as well as its principal private equity
investor. As to the underwriters, the consolidated amended
complaint, filed on MNovember 21, 2017, relates to the
$124 million June 2004 initial public offering, the
$154 million May 20135 secondary equity offering, the
S411 million July 2005 secondary equity offering, and the
S175 million Jume 2016 secondary equity offering. G58& Co.
underwrote 1.69 million shares of common stock in the
June 2014 initsal public offering representing an aggregate
offering price of approximately 337 million, 962,378
shares of common stock in the May 2015 offering
representing an aggregate offering price of approximately
561 million, 1.76 million shares of commen stock in the
July 2015 offering representing an aggregate offening price
of approximately S184 milion, and all the shares of
common stock m the June 20016 offering representing an
aggregate offering price of approximately $175 million, On
April 19, 2017, Adeprus filed for Chapter 11 bankruptcy.
The defendants  filed motions to  dismiss  on
Febpuary 5, 2018,

TerraForm Global, G5&Co. s among the underwriters,
placement  agents and  initial purchasers named as
defendants in several putative class actions and individual
actions filked beginning in October 2015 relating to the
S675 mullion July 20015 inial public offering of the
common gock of TerraForm Global, Ine, (TerraForm
Global), the Jume 2005 private placement of $335 million
of TerraForm Global Class [ units, and the August 2015
Rule 144A offering of $810 mallion principal amount of
TerraForm Global senior notes. On December 20, 2017,
the parties reached a defimitive settlement in the individual
actrons relating to TerralForm Global's offerings, which
resolved all claims without any contribution by GS&Co.
On the same dare, the U3, District Count for the Southern
Distracr of New York preliminarly approved a settlement
funded by TerraForm Global in the class action relating 1o
TerraForm Global's initial public offering, which would
resolve the litigation.

G5&Co., as underwrter, sold 2340000 shares of
TerraForm Global common stock mm the mitial public
offering representing an  aggregate  offering  price of
approximately 535 million. GS&Co., as initial purchaser,
sold approximately %49 million principal amount of
TerraForm Global senior notes in the Rule 144 A offering.
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SunEdison. GS8Co. is among the underwriters named as
defendants in several putative class actions and individual
actions filed beginning in March 2016 relating 1o the
August 2005 public offering of $630 million of SunEdisan,
Ing. (SunEdison) comverible preferred  stock. On
April 21, 2016, SunEdison filed for Chapter 11 bankeuptey.
The pending cases were transferred to the ULS. District
Court for the Southern District of New York and on
March 17, 20117, certain plaintffs filed an amended
complaint. The defendants  also  include certain  of
SunEdison’s  directors  and  officers.  GS58&Co., a8
underwriter, sold 138,890 shares of SunEdison convertible
preferred stock in the offering, representing an aggregate
offering price of approximately 5139 million.

Valeant Pharmaceuticals International. G58Co. and
Goldman Sachs Canada Inc, (GS Canada) are among the
uiderwrters and mitial purchasers named as defendants in
a putative ¢lass action filed on March 2, 2016 in the
Superior Court of Quebec, Canada. In addition 1o the
underwriters and initial purchasers, the defendants inclsde
Valeant Pharmaceuticals International, Inc. {Valeamt),
certain directors and officers of Valeant and Valeant’s
auditor. As to G538 Co. and G5 Canada, the complaint
relates 1o the June 2013 public offering of $2.3 billion of
common stock, the June 2013 Rule 144A offering of
532 billien principal amount of senwor motes, and the
Movember 2003 Rube 1444 offering of 5200 million
principal amount of senior notes. The complaint assens
claims under the Quebec Securities Act and the Civil Code
of Quebee. On August 29, 2017, the court certified a class
that includes only non-ll.5% purchasers in the offerings.
Diefendant’s motion for leave to appeal the certification was

dened on November 30, 2017,

GSECo, and G5 Canada, as sole umlerwriters, sold
5,334,897 shares of common stock in the June 2013
offering to non-U.S. purchasers representing an aggregate
offering price of approximately 5453 million and, as initial
purchasers, had a properional share of sales 1o non-LUL.5
purchasers of approximately CAD14.2 million in principal
amount of senior notes in the June 2003 and
Movember 2013 Rule 144 A offerings.

Snap Inc. G5&Co. s among the underwriters named as
defendants in putative securities class actions pending in
Califermia  Superior Court, County of Los  Angeles,
California Superior Court, County of San Mateo and the
.5, District Court for the Central District of California
beginning in May 2017, relating to Snap Inc.'s 53.91 billion
March 2017 nitial public offering. In addition to the
underwriters, the defendants include Snap Inc. and centain
of itz officers and directors. GS&Co. underwrote
57,040,000 shares of common stock representing an
aggregate offering price of approximately 5970 million.
Defendants moved to dismuss the federal conrt action on
December 1, 2017,

546/581

oOoOooodn



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

Investmeant Management Sarvices

Group Inc. and certain of its affiliates are partics to various
civil Linigation and arbitration proceedings and other
disputes with clients relating (o losses allegedly sustained as
a result of the firm's investment management services,
These claims generally seck, among other things, restitution
or other compensatory damages and, in some cases,
punitive damages.

Interest Rate Swap Antitrust Litigation

Group Inc., GS&Co., G5l G5 Bank USA and Goldman
Sachs Financial Markets, L.P. {GSFM) are among the
defendants named in a putative amtitrust class action
relating 1o the trading of interest rate swaps, filed in
November 2015 and consolidared in the U.5, District Coun
for the Southern District of New York. The same Goldman
Sachs entities also are among the defendants named in an
antitrust action relating to the trading of interest rate swaps
filed i the U5, District Count for the Seuthern District of
Mew York in April 2006 by two operators of swap
execution facilities and certain of their affiliates, These
actions have been consolidaved for pretrial procesdings.
The second consolidated amended complaint in both
actions, filed on December 9, 2016, generally assents claims
under federal antitrust law and state common law in
connection  with an  alleged conspiracy among the
defendants 1o preclude exchange trading of interest rate
swaps, The complaint in the individual action also asserts
claims under state antitrust law. The complaints seek
declaratory and injunctive relief, as well as treble damages
in an unspectfied ameunt. Defendants moved to dismiss
both actions on January 20, 2007, On July 28, 2017, the
clisgrict conrt wsued a decision dismissing the state commeon
law claims asserted by the plaintiffs in the individual action
and otherwise limiting the antitrust claims in bath actions
and the state common law claim in the putative class action

to the peniod from 2013 to 2016,

Securities Lending Antitrust Litigation

Group Inc. and GS&:Co. are among the defendants named
In a putative antitrust class action and an individual action
relatmg 1o securities lending practices filed n the LS.
District Court for the Sowthern District of New York
beginning in August 2017, The complaints generally assern
claims under federal antitrust law and state common law in
connection with an  alleged conspiracy among  the
defendants to preclude the development of elecironic
platforms for securities lending tranzactions, The mdividual
complaint also asserts ¢laims for 1oriows interference with
business relations and under state teade pracrices law, The
complaints seek declaratory and injuncrive relief, as well as
treble damages and restitution in wnspecified amounts,
Group Inc. was voluntarily dismissed from the putarive
class action on January 26, 2008, Defendants moved to
dismizs the class action complaint on January 26, 2018,
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Credit Default Swap Antitrust Litigation

Group Inc., GS&Co., GSI, G5 Bank USA and G3FM are
among the defendants named in an antitrust action relating
to the trading of credit default swaps filed in the U5,
District Court for the Southern District of New York on
June 8, 2007 by the aperator of a swap execution facility
and certain of its affiliates. The complaint generally assens
claims under federal and state antitrust laws and state
common law m connection with an alleged conspiracy
among the defendants 1o preclude trading of credit default
swaps on the plainnifis’ swap execution facility, The
complaint seeks declaratory and injunctive relief, as well as
treble damages in an unspecified amount. Defendants
moved to dismiss on September 11, 2017,

Commodities-Related Litigation

G5 15 among the defendants named in putative class
actions relating to trading in platinum and palladium, filed
beginning on November 25, 2004 and most recently
amended on May 15, 2007, in the U5, District Court for
the Southern District of MNew York. The amended
complaint generally alleges thar the defendants violated
federal antitrust laws and the Commodity Exchange Act in
connection with an alleged conspiracy to manipulate a
benchmark for physical platinum and palladium prices and
seek declaratory and injunctive relief, as well as treble
damages in an unspecified amount, Defendants moved o
dismiss the third consolidated amended complaint on
July 21,2017,

U5, Treasury Securities Litigation

GSECo. is among the primary dealers named as defendants
in several putative class actions relating to the market for
LS. Treasury securities, filed beginning in July 2015 and
conselidated in the U.S. District Court for the Soeuthern
District of Mew York, G38Co, is also among the primary
dealers named as defendants in a similar individual action
filed in the U5, District Court for the Southern Districe of
New York on Avgust 25, 2017, The consolidated class
action complaint, filed on December 29, 2017, generally
alleges that the defendants violated antitrust laws in
connechon with an alleged conspiracy 1o manmpulate the
when-issued market and avctions for US, Treasury
securitics and that certain defendants, inclading G58Cao.,
colluded to prechede trading of VLS. Treasury securitics on
electronic trading platforms in order to impede competition
in the bidding process. The mdwilual action alleges a
sumilar conspiracy regarding mampulation of the when-
issued market and auctions, as well as related futures and
options in violation of the Commaodity Exchange Act. The
complaints seek declaratory and injunctive relief, treble
damages in an unspecified amount and restitugion.

Goldman Sachs 2017 Foem 100k 189
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Employmant-Related Mattars

On September 15, 2000, a putative class action was filed in
the U.S. District Court for the Southern Distnet of New
York by three female former employess alleging that Group
Inc, and GS&Co, have systematically discriminared against
female emplovess in respect of compensation, promotion,
assignments, mentoring and performance evaluations. The
complaint alleges a class consisting of all female employees
emploved at specified levels inspecified areas by Group Inc.
and GS&Co. since July 2002, and asserts claims uwnder
federal and New York Ciry discrimination laws. The
complaint seeks class action status, injunctive relief and
unspecified amounts of compensatory, punitive and other

damages.

On July 17, 2002, the district court isswed a decision
granting in pant Group Inc's and GS&Co.'s motion to
strke certain of plaineifis’ class allegations on the ground
that plantiffs lacked standing to pursee certain equitable
remedies and denving Group Ine's and GS&Co.'s motion
to strike plaintiffs’ class allegations in their entirery as
premature, On March 21, 2013, the US. Coun of Appeals
for the Second Circuit held that arbitration should be
compelled with one of the named plaineiffs, who as a
managing director was a party to an arbitration agreement
with the ficm. On March 140, 2015, the magistrare judge 1o
whom the district judge assigned the remaining plaintiffs”
Mav 2014 motion for class certification recommended thar
the motion be denied in all respects. On August 3, 20015, the
magistrate judge granted the plaintiffs” motion te intervene
two female individuals, one of whom was employed by the
firm as of September 2010 and the other of whom ceased 1o
be an emplovee of the firm subsequent to the magisirate
judge’s decision. On August 30, 2017, the district court
vacated that  portion  of the magistrate  judge’s
March 10, 2005 decision that recommended denial of
planciffs” motion for certification of an mjunctive and
declaratory judgment class,
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1Malaysia Development Berhad (1MDB)-Ralated
Matters

The firm has received subpoenas and requests for
documents and information from various governmental
and regulatory bodies and seli-regulatory erganizations as
part of investipations and reviews relating to financing
transactions and other matters involving 1IMDB, a
sovercign wealth fund in Malaysia. The fiem s cooperating
with all such governmental and regulatory mmvestigations
and reviews,

Regulatory Investigations and Reviews and Related
Litigation

Group Inc, and cerain of its affiliares are subject 1o a
number of other investigarions and reviews by, and in some
cases have received subpoenas and requests for documents
and information from, wvarious governmental and
regulatory bodies and self-regulatory organizations and
litigation and sharcholder requests relating to various
matters relating 1o the firm's businesses and operations
including:

= The 2(K)3 financial crisis;

* The public offering process:

* The firm's investment management and financial
advisory services:

= Conflicts of interest;

+ Research practices, including research independence and
interactions between rescarch analvss and other firm
personnel, ncluding investment banking personnel, as
well as third parties;

« Transactions invelving government-related financings
and other matters, municipal securities, including wall-
cross procedures and conflict of interest disclosure with
respect to state and municipal <lients, the trading and
structuring  of mumicipal  derivative  instruments  in
connection  with  municipal  offerings,  political
comtribution rules, municipal advisory services and the
possible impact of credit default swap transactions on
municipal issuers:
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+ The offering, auction, sales, trading and clearance of
corporate  and government  sCcuritics,  CUrrencics,
commodities and other financial preducts and relared
sales and other communications and activities, as well as
the firm's supervision and contrels relating ve such
actwities, including compliance with the SEC's short sale
rule, algorithmic, high-frequency  and  guantitative
trading, the firm's U5, alternative trading system (dark
pooll, futures trading, options trading, when-issued
trading, transaction reporting, lechnology systerms and
controls, secunities  lemding  practices, trading  and
clearance of credit derivative instruments and interest rate
swaps, commaodities activities and metals storage, private
placement  practices, allocations of and trading in
securitics, and trading activities and communications in
connection with the establishment of benchmark rates,
such as CUrrENeY rans;

» Compliance with the U.5. Forepn Corrupt Practices Act:
* The firm's hiring and compensation practices;
* The firm’s system of risk management and controks; and

+ Insider trading, the potential misuse and dissemination of
material nonpublic information regarding corporate and
governmental developments and the effectivencss of the
firm"s insider trading controls and information barrsers,

The firm is cooperating with all such governmental and
regulatory investigations and reviews.,
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Note 28.
Employee Benefit Plans

The firm sponsors various pension plans and certain other
postretirement benelit plans, primanly healthcare and hie
insurance, The fiem also provides certain benefits vo former
of inactive emplovees prior 1o retirement.

Defined Benefit Pension Plans and Postretirement
Plans

Emplovees of certain non-UL5. subsidiaries pamicipate in
variows defined benefit pension plans, These plans generally
provide benefits based on years of credited service and a
pereentage of the emplovee's eligible compensation. The
firm mamtains a defined benefit pension plan for cetain
UK. emplovess. As of April 2008, the UK. defined benefit
plan was closed to new pamicipants and frozen for existing
participants as of March 31, 20016, The non-U.5. plans do
not have a material impact on the firm's consolidated
results of operations.

The firm also maintains a defined benefit peasion plan for
substantially  all U5 employees  hired  prior  to
Movember 1, 2003, As of November 2004, this plan was
closed to mew paniipants amd frozen for existng
participants, In addition, the firm maintaing wfunded
posteetirement benefit plans thar provide medical and life
insurance for eligible retirees and their dependents covered
under these programs. These plans do not have a material
impact on the firm's consolidated results of operations.

The firm recognizes the funded status of its defined benefit
pension  and  postreticement plans, measured as the
difference between the fair value of the plan assets and the
benefit obligation, i the consolidated statements  of
financial condition. As of December 2017, other assets and
other liabilities and acerued expenses included 5346 million
(related ro overfunded pension plans) and $606 million,
respectively, related to these plans. As of December 2016,
other assets amd other lhabilities and accrued expenses
included 572 million (related to overfunded pension plans)
and 5592 million, respectively, related o these plans.
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Defined Contribution Plans

The firm contnbutes to employer-sponsored US and
non-ULS.  defined  contribution  plans. The firm's
contribution to these plans was 5257 million for 20107,
$236 million for 2006 and $231 million for 2015,

Mote 25,
Employee Incentive Plans

The cost of employee 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 that
o net reguire future service (L., vested awards, including
awards granted to retirement-eligible employees) are
expensed immediately, Share-based awards that reguire
future service are amortized over the relevant service
periodd. Effective January 2017, forfeitures are recorded
when they occur, Pror to Januwary 2007, expected
forfeitures were estimated and recorded over the vesting
period. See Mote 3 for informarion abowt the adoption of
ASL No, 201609,

Cash dwidend equivalents parl on owstanding R5Us are
charged to retained earnings. If RSUs that require future
service are forfeited, the relared dividend equivalents
originally charged to retained eamings are reclassified to
compensation expense mn the penod in which forfeiture
RS,

The firm generally issues new shares of common stock upon
delivery of share=based awards, In cenamn cases, primarly
related to conflicted emplovment {as outhned i the
applicable award apreementsh, the firm may cash sentle
share-based compensation awards accounted for as equity
instruments. For these awards, whose terms allow for cash
settlement, additional paid-in capital s adjusted to the
extent of the difference between the value of the award at
the tume of cash settlement and the grant-date value of the
award.

192 Goddman Sachs 2017 Form 10-K

EDINETOOOO

O00DOo0ooOo0ooo00oo0OooOO(Eossss)

Stock Incantive Plan

The finm sponsors a steck mcentive plan, The Goldman
Sachs Amended and Restated Stock Incentive Plan {2015)
(2015 SIP), which provides for grants of RSUs, restricted
stock, dividend equivalent rights, incentive stock options,
nonqualified 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 2015 SIP. The 2015 SIP replaced The
Goklman Sachs Amended and Restated Steck Incentive
Plan (20013} (2013 S1P} previously in effect, and applies 1o
awards granted on or after the date of approval,

As of December 2007, 73.0 million shares were available
for grant under the 2005 SIP. If any shares of common
stock underdying awards granted under the 2015 SIP or
2013 5IP are not delivered due to forfeiture, termination or
cancellation or are surrendered or withheld, those shares
will again become available to be delivered under the 2015
SIP, Shares available for grant are also subject 1o
adjustment for certain changes in corporate structure as
permitted under the 2015 SIP. The 2015 SIP is scheduled 1o
terminate on the date of the annual meeting of sharcholders
that occurs in 2019,

Restricted Stock Units

The firm grants R5Us (including RSUs subjeat w
performance conditions) to employees under the 2005 SIP,
which are generally valued based on the closing price of the
underlying shares on the date of grant after taking into
account a liguidity discount for any applicable post-vesting
and delivery transfer restrictions. RSUs generally vest and
underlying shares of common stock deliver (et of required
withholding tax} as outlined in the applicable award
agreements. Employvee award agreements generally provide
that vesting is accelerated in cemain <ircumstances, such as
on retirement, death, disability and conilicted emplovment,
Delivery of the underying shares of commaon stock, which
generally occurs over a three-vear period, s conditioned on
the grantess satsfving certain vesting and  other
requirements outlined in the award agreements.
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The table below presents the activity related o RS5Us.

Weaghted duenage
f>|an:-§am Far Valun of

Rttt Sleck Fogrstictid ook

Ulrats Qhtstaerding Units Curstanding

Futura M Fiuns Fuzum P Fatigra

Save Sarace  Serace Sarace
Faqueed Faquisd  Raguesed Fiparnd

Chutstanding,
Decamber 2016 5,623,255 2200043 £147 55 214557

Granted 3764395 5235283 20824 520597
Forfeited [466,715]  (260.762] S167.02 576406
Cralisinrand = [17.811.461] § = 8515172
Vestad [4.797.337) 4797337 $16288  $1628E
Outstanding,

Decamber 2017 4,123 582 14,162,826 S$182.50 5165.30

Im the table above:

+ The weighted average grant-date fair value of RSUs
granted during 2017, 2016 and 2015 was 520688,
S135.92 and 5160.19, respectively. The fair value of the
RSUs gramted dwring 2007, 2006 and 2005 includes a
lquidity  disconmt of 10.7%, 10.5% and 92%,
respectively, to reflect post-vesting and delivery transfer
restrictions, generally of up ro 4 vears.

* The aggregate [air value of awards thar vested during
2017, 2016 and 2015 was 52,14 billion, $2.26 hillion
and 5240 billion, respectively.

Delivered R5Us inclusde RSUs thar were cash settled,

RSUs owstanding include restricted stock subject 1o
future service requirements as of December 2007 and
December 2016 of 3,298 and 39,957 shares, respectively,

R5Us owtstanding  include 62,023 RSUs subject 1o
performance conditions and not subject to future service
requirements as of December 2007, There were no such
RSUs outstanding as of December 2016,

In relation to 2017 year-end, during the first quarter of
2011%, the firm granted to its employees 5.7 million RSUs
{of which 2.9 million require future service az a condition of
delivery for the related shares of common stock) and
delivered, net of required withholding rax, 1.2 million
shares of restricted stock (which do not require furure
service). Both RSU and restricted stock awards are subject
to  additional conditions as ouwtlned in the award
agreements, including post-vesting and delivery transfer
restrictions through January 2023, These awards are not
inchided in the rable above,
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Stock Options

Stock options generally vest as outlined in the applicable
stock option agreement. In general, options expire on the
tenth anmiversary of the grant date, althowgh they may be
subject to earlier termination or cancellation wnser certain
circumstances in accordance with the terms of the
applicable stock option agreement and the SIP in effect at
the time of grant.

As of December 2017 and December 2016, there were
210 million and 7.9 mllion options outstanding,
respectively, all of which were exercisable. The options
outstanding as of December 2017, all of which were
granted in 2008 with an exercise price of $78.78, had an
aggregare intrinsic value of 5370 million and a remaining
life of 1 year. The options ourstanding as of December 2016
had a weighted average exercise price of $123.36, an
aggregate intrinsie value of 5924 million and a weighted
averape remaiming life of 161 yvears, Options outstanding
asof December 2016 consisted of 3,13 mullion options with
an exercise price of S7R7E and a remaining life of
200 vears, and 283 million options with an exercise price
of $204.16 and a remaining life of (.92 years.

During 2017, 5.86 million options were exercised with a
weighted average exercise price of $139.35. The ol
intrinsic value of options exercised during 2017, 2016 and
204115 was 5589 mullion, 5436 million and 5531 million,
respectively.

The table below presents the share-based compensation and
the related excess tax benefir.

Yot Ercded Dacarnbar
§ i el 2017 2NE 26

S s SO P n L Lon 1812 E2070 47,504
Excass nallax banelil for oplions exercized® 139 $ 79 § 134
Excass nal 1ax banadil for share-hasad

Fovarnds 5 M9 5 147 § 408

In the rable above, excess net tax benefit for share-based
awards includes the net tax benefit on dividend equivalems
paid on R5Us and the delivery of common stock underlyving
share-based awards, as well as the excess net tax benefit for
options  exercised.  Following the adoption of ASU
No. 2016-08 in Januvary 2017, such amounts were
recognized prospectively in income tax expense. In prior
vears, such amounts were recogmzed in addmional paid-in
capital. See Mote 3 for further information about this ASLU.
As of December 2007, there was 5386 mullion of total
unrecogmized compensation <ost related o non-vested
share-based compensation arcangements. This cost s
expected 1o be recognized over a weighted average period
of 1.582 years.

Goldman Sachs 2017 Foem 100k 193
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THE GOLDMAN SACHS GROUP, INC AND SUBSIDIARIES

MNotes to Consolidated Financial Statements

Note 30.
Parent Company

Group Inc. = Condensed Statements of
Earnings

Yaar Ended Decacriber
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Group Inc. — Condensed Statements of Financial
Condition

A of Dascaerines

£ in roilgng 27 et [ 2018 £ milons T e
Havanumes Assats
Drenclenads Irom Sube dlosias arvd b allhatas Cash and cash squivalanis
pank § 550 With thirckparty banks 5 38 %
Honbank 1016 With subsadiany bark _
Othar reworue {384} Lessns to and rocenvables from subsahianes
Tolal rean-nleres] ravaniss 1,182 Ak
Ingaras] iIncomms 4,638 Ba mg_;
Irgaras axpares Ba8
Hat mtarest loes (1,340} [FTED] 26,509
Hat ravanges, inchudng et nierasi kes EX-TE E2T0 67279
. Financal instnemnants owned (at fair valuel 10,248
Er‘,_ﬂ,'a ___a_u .':,.Ila_,mr fita T30 4% 156 Cither w3515 E-LE
Compansation and banalil ¥ ASE = E
Cithar axpansas 138 353 188 Total sssets $346,833 1050000
Total operating sxpanses T &8T5 Lisbilities and shareholders’ equity
Pre-ta panmengs 9084 4595 Pavablas 10 dubdickinas & 1008 1 are
Prossmndbanetit) for tmms 3404 gl Fir al instruments sobd, but not yel purchased
Undhstnbuted esrmingefliossh of subsidanes fair valuel 254 775
snd othar afldisles (1L3M]  FOES
Hat aamings 4,785 Tasa
Pradarmed stock dedands (=11} 311 METT 1705
Nat sarmings applicabdo to common subsiclianes 26699 “oam
sharshioldars § 3686 £T0E7  EREGE

Supplemental Disclosures:

Dividends feom bank subsidiares included cash dividends
of 5325 million, 532 million and %14 million for
2017.2016 and 2015, respectively.

Dividends from nonbank subsidiaries and other affiliates
included cash dividends of 57.98 billion, $3.46 billion and
§2.29 billion for 2017, 2016 and 2013, respectively.

Interest expense included $1.05 billion, 5201 million and
S187 million of interest expense with subsidiaries for
2417, 2016 and 2015, respectively.

Group Inc.'s provision| benefit) for taxes for 2017 included
substantially all of the firm's 5440 billion estimared
ineome tax expense related 1o Tax Legislation, See Note 24
for furher information on Tax Legislation.

194 Goddman Sachs 2017 Form 10-K

scurad long-ianm boarowen gs
With Lthird parties linchedes $18.207 and $17,591
i al 190,502 172,164

11,068 5,233

CriEvr bbb s ard S0t Grbnaat 4,191 1,584

Total hishilitas 264 530 08, 78D
Commitments, contingencies and guarantess

Shareholders” equity

11853 17 003

] c:

2777 3,914

B3 38T GiGxE
91519 50,05
ulaied othar Somgeshansng loas

Toital shareholders' aquity
Total Habilities and shareholders” aquity

82248 6,503
$346,833 100500

Supplemental Disclosures:

Goldman Sachs Funding LLC {Funding IHC), a wholly-
owned, direct subsidiary of Group Inc., has provided
Group Inc. with a commirted line of credic thar allows
Group Inc, to deaw sufficient funds 1o meet its cash needs in
the ordinary course of business.

Financial instruments owned included 5570 million and
51.08 bilhon of derivative contracts with subsidiaries as of
December 20017 and December 2016, respectively.

As of December 2017, unsecured long-term borrowings
with subsidiaries by matunty date are S10.55 billion in
2019, 5121 mullion n 2020, $58 million in 2021,
521 million in 2022, and $323 million in 202 3-thereafter.
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THE GOLDMAMN SACHS GROUP, INC AND SUBSIDIARIES
Motes to Consolidated Financial Statements

Group Ine. — Condensed Statements of Cash Flows

Year Ended Docerribar
$ in wellons 2047 e 2075
Cash fAows from operating activities
Mal saffis
B timnante 1 facanc ik Ml AMMuRgE 16 Het
cash provaciad by oparalng sclnlies
Urdistnbisied lﬂ&'l’"l‘qi-l:"! it Rl

$ 4286 3 7.3 I BOEQ

subsdanes and other aHikites 1¥M 2235 [3.506)
Drepreciaion and Sfrorization 55 52 &
Dalerad moome taxes 4,358 Lk EE
Shane-basad Comps naation sz o] L]
Loss/igan) refated lo axtngushmeant of

suborinated borossngs {114} 3 (24}

Changes in opanating sssets and lighiltias
Financial instnamenis owned laxclsding

ann kbl 4o ik SHcunes] {209} (1.2 S
Financial g bhameanis sobd, et ol wat
purchased B2} b 7 274
Cittvir, rost {763} a7 1,558
Mt cish prawndied by Operating scinalms B.545 4,584 4,065

Cash Aows from investing activities
Purchase of proparty, kasebokd
Fnhp iwamants 50 aqueparsknt [{=1] ray [3)
Izsmrees of short-tanm kans 1o
subsdianes, fl
Issumnco of torm loans o subsdanps

{14.416) (3,992 (24,477}
42234} (28493 ma)

Fapayrrnis of s band by subdadnnas 22039 F2OAE 24015
Puic bl & Wrsb et (6491} - -
Capital dstrbumars fraomflcantnbutoas 16]

subasdiangs, natl 1688 01,5001
Mt caah isad Bor iIves1ng ac1nles fﬂ.??g} Io0aeEs)
GCash Bows from financing activities
Urisascursd $hortlanm borrowangs, nat

With third padtes {424} iray .67l

bl o e 23,078 2,790 11,114}

Procesds from issuancs o lerig-Samn

DTS 43,817 40708 47 TES

Rapayrrant of leng-tarm bomeeangs,
wsciuging he CLETEM partion
Purchasa of APEX, sanior guaranteed

{27,028} (33.314) @277

spurities and Tust prefermed secuntes {237 (LT i
Prgdarrod $1eck rpdampton {&50} - -
Commeon sk repurc hased (&7l E0Ta W58

Sattlemant of share-based swsrds in

satistaction of withholding ta: reguemmants (223} 01,8280 01204}
Dendends and dandand eguralants pad on

comrren stock, peedaried S1eck and

g basded ivwards (1,768} 01,708 [1.881)
Procaads ram msuncs of phelemed S1ock,

el ol Ut COant 1,495 1,503 1993
Procaddt [rarm i25udds of cofninam ek,

wecluding exarcise of share-based awands 7 8 258
Cazh setthement of share-based swands i3l - 2}
Hist casin prosded by rancrg ac ivibas FERED] T2 TEM
Wt increasafidecranse) in cish and cash

EUNEEE (3,043} 1745 1,254
ok h and cash eguivalents. begnning balance 3,081 1.5 42

Cash and eash eguivalonts, ending balance § /I 081 3 1355
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Supplemental Disclosures:

Cash payments for interest, net of capitalized interest, were
%631 billion, 5491 billion and 5370 bilion for
2017, 20016 and 2015, respectively.

Cash payments for mcome taxes, net of refunds, were
£297 million, $61 million and $1.28 billion for 2017, 2016
and 20113, respectively.

Cash flows related to common stock repurchased incliades
common stock repurchased in the prior period for which
settlement occurred during the current period and excludes
commaon stock repurchased during the current period for
which settlement occurred in the following period.

Nomi=cash activities durimg the vear ended Decenber 2017:

+ Group Inc. exchanpged S84.00 billion of certain loans to
and recewvables from subsidianes for an 58400 billion
unsecured  subordinated note from  Funding IHC
(inchided in loans to and receivables from subsidiaries).

Group Ine. exchanged 5750 mulhon of 15 equity mierest
in Goldman Sachs (UK) L.L.C, (G5 UK}, a wholly-owned
subsidiary of Group Inc., for a $750 million loan to G5
Uk.

Group Ine. exchanged 5237 million of Trust Preferred
Securities  and  common  beneficial  interests  for
5248 milion of Group Inc.'s junior subordinated debt.

MNon-cash activities during the year ewded December 201 6:

+ Group Inc. exchanged 5104 bilhon of APEX for
5131 bilhion of Senes E and Series F Preferred Stock. See
Mote 19 for further information.

+ Group Inc, exchanped $127 million of senior guarantesd
trust secunties for $124 mullion of Group Ind.'s junior
subardinared debr,

Nowi-cash activities during the vear ended December 200 5;

« Grovp Ine. exchanged $6.12 billion in  financal
instruments owned, at fair value, held by Group Ine. for
83520 hillion of loans 1o and $918 million of equity in
certain of its subsidiaries.

« Group Ine. exchanged 5262 million of Trumst Preferred
Securities and common beneficial inverests held by Group
Inc. for 5296 million of Group Inc.'s junior subordinated
deba.

Gaddran Sachs 2017 Foern 10:E, 125
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THE GOLDMAN SACHS GROUP, INC AND SUBSIDIARIES

Item 8. Financial Statements and
Supplementary Data

Management's Report on Internal Control
over Financial Reporting

Management of The Goldman Sachs Group, Inc., together
with its consolidated subsidiaries {the firm), s responsible
for establishing and mamtaining adequate imternal control
over financial reporting. The firm’s internal control over
financial repoming i a process designed under the
supervision of the fiom’s principal executive and principal
financial officers to provide reasonable assurance regarding
the reliability of financial reporming and the preparation of
the firm's financial statements for esternal reporting
purpases in accordance with LS. generally accepred
accounting principles.

Az of December 31, 2017, management conducted an
assesment of the fiem's internal conteol over financial
reporting based on the framework established in Inrersal
Comtrol — Iategrated Framework (20013} isswed by the
Committee of Sponsoring Organizations 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, 2017 was
effective.

102 Goddman Sachs 2017 Form 10-K
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Our internal control over financial reporting includes
policies and procedures that perfain to the maintenance of
records that, in reasonable detail, accurarely amd fairly
reflect transactions and dispositions of assets; provide
reasonable assurance thar rransactions are recorded as
necessary 10 permit preparation of financial statements in
accordance with ULS. generally  accepted accounting
principles, and thar receipts and expenditures are being
made only in accordance with authorizations of
manapement and the directors of the firm; and provide
reasonable assurance regarding  prevention or  timely
detection of unautherized acquisition, use or disposition of
the firm's assers thar could have a marerial effect on our
financial statements,

The firm's internal control over financial reporting as of

December 31, 2017 has  been  audited by
PricewaterhouseCoopers LLP, an independent repistered
public accounting firm, as stated in their repon appearing
on page 103, which expresses an ungualified opimion on the
effectiveness of the firm's internal control over financal
reporting as of Decernber 31, 2017,

554/581
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2017 15
2012 16.7 2012 12 13.8
2013 10.0
2013 13.3 2014 13.0
GS&Co.
2012 465 16,594,500 2012 12
690 2014 508
16.6 GS&Co.
2016 19 2013 30
2017 15
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2017 23
2017 12 14
11
2016 2016 11 29

2018 10 11

559/581



GS&Co.
2014 124
2016 175
37
962,378 2015
175
11 2018
GS&Co.
11
17
GS&Co.
GS
GS&Co. GS
2013 32
144A
GS&Co. GS

2013 11 144A

EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

oOoOooodn
2016 10
2017 11 21
2015 154 2015 411
GS&Co. 2014
1.69 2015 61
184 1.76 2016
2017 19
2015 650
2016
2016 21
2017
138,890
139 2018
GS&Co.
2016
2013 23
144A 2013 11 900
2017 29
2017 11 30
2013 5,334,897
453 2013
14.2

560/581



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

oOoOooodn
GS&Co. 2017 39.1
2017
GS&Co. 57,040,000
970 2017 12
GS&Co. GSI GS USA
GSFM 2015 11
2016
2016 12
2017 20
2017 28
2013 2016
GS&Co. 2017

2018 26
2018 26

561/581



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

oOoOooodn
GS&Co. GSI  GS USA GSFM
2017
2017 11
GSI 2014 11 25 2017 15
2017 21
GS&Co. 2015
GS&Co.
2017 25
2017 12 29

GS&CO.

2018 23

562/581



2010 15

2012 17

2013 21

2014

2010

GS&Co.
2002
2018 30
2018
MDB

MBD

563/581

EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

GS&Co.

GS&Co.
GS&Co.

2015 10

2015

13



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

2008

SEC

564/581



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

OooooOodd
®3)
2017 2016
2017 12 2017 2017 2017

6,936 7,596 7,099 7,510
3,736 3,411 3,220 2,746
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898 730 788 516
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5.08 4.88 3.72 2.68

0.65 0.65 0.65 0.65
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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.:

Opinions on the Financial Statements and Internal Control over Financial Reporting

We have audited the accompanying consolidated statements of financial condition of The Goldman Sachs Group, Inc. and its
subsidiaries (the Company) as of December 31, 2017 and 2016, and the related consolidated statements of earnings,
comprehensive income, changes in shareholders equity and cash flows for each of the three years in the period ended
December 31, 2017, including the related notes (collectively referred to as the “ consolidated financial statements’). We also
have audited the Company’s internal control over financial reporting as of December 31, 2017, based on criteria established in
Internal Control — Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO).

In our opinion, the consolidated financial statements referred to above present fairly, in al material respects, the financial
position of the Company as of December 31, 2017 and 2016, and the results of its operations and its cash flows for each of the
three years in the period ended December 31, 2017 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, 2017, based on criteria established in /nternal Control — Integrated Framework (2013)
issued by the COSO.

Basis for Opinions

The Company’ s management is responsible for these consolidated 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 is to express
opinions on the Company’ s consolidated financia statements and on the Company’s internal control over financial reporting
based on our audits. We are a public accounting firm registered with the Public Company Accounting Oversight Board (United
States) (PCAOB) and are required to be independent with respect to the Company in accordance with the U.S. federa

securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform
the audits to obtain reasonable assurance about whether the consolidated financial statements are free of material misstatement,
whether due to error or fraud, and whether effective internal control over financial reporting was maintained in all material
respects.

Our audits of the consolidated financial statements included performing procedures to assess the risks of material misstatement
of the consolidated financia statements, whether due to error or fraud, and performing procedures that respond to those risks.
Such procedures included examining, on atest basis, evidence regarding the amounts and disclosuresin the consolidated
financial statements. Our audits also included evaluating the accounting principles used and significant estimates made by
management, as well as evaluating the overall presentation of the consolidated financial statements. Our audit of interna
control over financia reporting included obtaining an understanding of internal control over financial 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 a reasonable basis for our opinions.
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Definition and Limitations of Internal Control over Financial Reporting

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 statementsin 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 amateria 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.

/s PRICEWATERHOUSECOOPERS LLP
New York, New Y ork
February 23, 2018

We have served as the Company’s auditor since 1922.

581/581



	表紙
	本文
	第一部企業情報
	第１本国における法制等の概要
	１会社制度等の概要
	（１）提出会社の属する国・州等における会社制度
	（２）提出会社の定款等に規定する制度

	２外国為替管理制度
	３課税上の取扱い
	４法律意見

	第２企業の概況
	１主要な経営指標等の推移
	２沿革
	３事業の内容
	４関係会社の状況
	５従業員の状況

	第３事業の状況
	１業績等の概要
	２生産、受注及び販売の状況
	３経営方針、経営環境及び対処すべき課題等
	４事業等のリスク
	５経営上の重要な契約等
	６研究開発活動
	７財政状態、経営成績及びキャッシュ・フローの状況の分析

	第４設備の状況
	１設備投資等の概要
	２主要な設備の状況
	３設備の新設、除却等の計画

	第５提出会社の状況
	１株式等の状況
	（１）株式の総数等
	①株式の総数
	②発行済株式

	（２）行使価額修正条項付新株予約権付社債券等の行使状況等
	（３）発行済株式総数及び資本金の推移
	（４）所有者別状況
	（５）大株主の状況

	２配当政策
	３株価の推移
	（１）最近５年間の事業年度別最高・最低株価
	（２）当該事業年度中最近６月間の月別最高・最低株価

	４役員の状況
	５コーポレート・ガバナンスの状況等
	（１）コーポレート・ガバナンスの状況
	（２）監査報酬の内容等
	①外国監査公認会計士等に対する報酬の内容
	②その他重要な報酬の内容
	③外国監査公認会計士等の提出会社に対する非監査業務の内容
	④監査報酬の決定方針



	第６経理の状況
	１財務書類
	２主な資産・負債及び収支の内容
	３その他
	４米国と日本における会計原則及び会計慣行の主要な相違

	第７外国為替相場の推移
	第８本邦における提出会社の株式事務等の概要
	第９提出会社の参考情報
	１提出会社の親会社等の情報
	２その他の参考情報


	第二部提出会社の保証会社等の情報
	監査報告書

