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GOLDMAN SACHS (U.K.) L.L.C.

PROFIT AND LOSS ACCOUNT
for the 52 week period ended 28 November 2008

Trading profit
Admunistrative expenses

OPERATING PROFIT

Share of operating (loss) / profit 1n associate
undertaking

Other nterest receivable and similar income
Interest payable and similar charges

Net finance income

PROFIT ON ORDINARY ACTIVITIES
BEFORE TAXATION

Tax on profit on ordinary activities

PROFIT ON ORDINARY ACTIVITIES
AFTER TAXATION AND FOR THE PERIOD

Note

4,5

12

26

52 week period ended

53 week period ended

28 November 2008 30 November 2007
US$000 US$’000
9,171,668 10,899,996
(1,125,010) (6,875,070}
8,046,658 4,024,926
(1,690) 134
215,093 201,875
(991,630) (1,300,268)
3,217 2,804
7,271,648 2,929,471
(1,895,644) (729,892)
5,376,004 2,199,579

The trading profit and operating profit of the group 1s derived from continuing operations 1n the current and prior periods

The notes on pages 4 to 32 form part of these financial statements




GOLDMAN SACHS (U.K.) L.L.C.

RECONCILIATION OF MOVEMENTS IN TOTAL SHAREHOLDERS’ FUNDS
for the 52 week period ended 28 November 2008

Profit on ordinary activities after taxation for the peniod
Exchange (loss)/gain on consolidation

Actuarial gain relating to the pension scheme

UK deferred tax attributable to the actuarial gain
Member’s contribution

Nel increase in member’s funds

Opening member’s funds

Closing member’s funds

The Group

52 week perod 53 week period
ended 28 November ended 30 November
2008 2007

US$’000 US$’000
5,376,004 2,199,579

(147,950} 47,312

153,868 46,465
(43,083) (13,010)

60,286 6,901
5,399,125 2,287,247
8,367,520 6,080,273
13,766,645 8,367,520

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
for the 52 week period ended 28 November 2008

Profit on ordinary activiues after taxation for the period
Actuarial gain relating to the pension scheme

UK deferred tax atirnibutable to the actuanal gawn
Exchange gain on consolidation

Total recogmised gains for the financial period

The notes on pages 4 to 32 form part of these financial statements

The Group

52 week period 53 week period
ended 28 November ended 30 November
2008 2007

US$°000 US$°000

5,376,004 2,199,579

153,868 46,465
(43,083) (13,010

(147,950) 47,312

5,338,839 2,280,346

-9.



GOLDMAN SACHS (U.K)) L.L.C.

FIXED ASSETS

Intangible assets

Tangible fixed assets

Investments

Shares n subsidiary undertakings
Shares in associate investments
Other investmenis other than loans

CURRENT ASSETS

Trading inventory

Secunities purchased under agreements to resell
Debtors

Cash at bank and in hand

CREDITORS: AMOUNTS FALLING

DUE WITHIN ONE YEAR

Trading mnventory seld, but not yet purchased
Secunues sold under agreements to repurchase
Other creditors

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT
LIABILITIES

CREDITORS: AMOUNTS FALLING
DUE AFTER MORE THAN ONE YEAR

PROVISIONS FOR LIABILITIES AND
CHARGES

NET ASSETS EXCLUDING PENSION
SURPLUS / (DEFICIT)

Pension surplus / (deficit)
NET ASSETS INCLUDING PENSION
SURPLUS / (DEFICIT)

CAPITAL AND RESERVES
Member’s equity

Merger reserve

Capital redemption reserve
Profit and loss account

TOTAL MEMBER’S FUNDS

The financial statements on pages | 1o 32 were approved by the Board of Directors on

and were signed on s behalf by

BALANCE SHEETS
as at 28 November 2008
Note The Group The Company
28 November 30 November 30 November 30 November
2008 2007 2008 2007
US$’000 US$'000 US$'000 US$’000
13 258 303 - -
14 13,752 13,442 - -
- - 1,639,980 1,555,055
5,380 10,639 - -
8,154 1,879 - R
27,544 26,263 1,639,980 1,555,055
1,091,795,921 538,363,735 - -
16 94,079,981 71,104,944 - -
17 176,310,853 319,231,539 691,128 4,612,863
18 18,436,665 19,472,505 - -
1,380,623,420 948,172,723 691,128 4,612,863
(1,044,937,288) (476,231,081) - -
19 (65,104,551)  (102,854,206) - -
20 (243,934,287)  (333,374,876) (6,439) (8,497)
(1,353,976,126) (912,460,163) (6,439 (8,497)
26,647,294 35,712,560 684,689 4,604,366
26,674,838 35,738,823 2,324,669 6,159,421
21 (12,997,335) (27,223.122) (685,000) {4,605,000)
23 (40,000) {40.000) - -
13,637,503 8,475,701 1,639,669 1,554,421
10 129,142 (108,181) - -
13,766,645 8,367,520 1,639,669 1,554,421
25 1,453,702 1,393,416 1,453,702 1,393,416
26 1,021,395 1,021,395 - -
26 305,012 305,012 - -
26 10,986,536 5,647,697 185,967 161,005
13,766,645 8,367,520 1,639,669 1,554,421

The notes on pages 4 Lo 32 form part of these financial statement
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GOLDMAN SACHS (U.K.) L.L.C.

NOTES TO THE FINANCIAL STATEMENTS - 28 November 2008

ACCOUNTING POLICIES

(a) Accounting convention: The financial statements have been prepared under the historical cost convention,
(modified as explained 1n note 1(g)) and n accerdance with the Companies Act 1985, as applicable o
overseas companies, and Umted Kingdom accounting standards The Company has taken advantage of the
modifications and exemptions from disclosure that are set out in the Oversea Companies {Accounts)
(Mod:ifications and Exemptions) Order 1990 The principal accounting policies are set out below and have
been applied consistently throught the year

(b) Consolidation: The conschdated financial statements include the company and all of 1ts subsidiaries since
their date of acquisition In accounting for subsidiaries the group consohdates fully their assets, liabilities and
results for the year and shows separately the interest of minority shareholders therein  All inter-company
balances and transactions are eliminated from the consohdated accounts Acqusition accounting 15 used to
consolidate new subsidiaries

(¢} Foreign currencies. Transactions denominated 1n foreign currencies are translated into US Dollars at rates
of exchange ruling on the date the transaction occurred Monetary assets and habilities denominated n
foreign currencies are translated inte US Dollars at rates of exchange ruling at the balance sheet date Gains
and losses on exchange are recogmised 1n operaung profit The results of subsidiaries with non US Dollar
functional currencies are translated at the average rates of exchange during the period and their balance sheets
at the rates ruling at the balance sheet date Exchange differences ansing from the retranslation of the opening
net assets and results are reported 1n the statement of total recogmsed gains and losses

(d) Goodwill: Goodwill may anse on the acquisition of subsidiary and associated undertakings and joint
ventures It represents the excess or deficit of the fair value of the purchase price over the fair value of the
separable nct assets acquired Positve and negative goodwill 1s capitalised and amortised over 1ts estimated
useful economic life

(¢) Tangible fixed assets: Tangible fixed assets are stated at cost less accumnulated depreciation and provision
for any impairment  Depreciation 1s provided on a straight-line basis over the estimated useful lives at the
following annual rates

%
Fixtures, fittings and equipment 14-33
Motor vehicles 20

Leasehold improvements are depreciated over the shorier of the uscful economic life of the asset or the
remaining life of the lease when the asset 1s brought into use
() Fixed asset investments.

(1)  Shares 1n group undertakings, which are intended 10 be held on a continuing basis in the company’s
acuivities, are stated at cost less provision for any impairment

(1) Invesiment in Equipment leasing parinerships are stated at cost less provision for any impairment
(i) Investments 1n exchange memberships are stated at cost less provision for any impairment

(iv) Debentures are stated at cost less any provision for permanent diminution 1n value and amortised over
their useful economic life

(v) Interests in associates are accounted for by the equity method for the group, and are held at historical
cost for the company The group’s share of the results of a joint venture 1s included n the
consolidated profit and loss account

(v1) Other investments other than loans are stated at amortised cost less provision for any impairment




GOLDMAN SACHS (U.K.) L.L.C.

NOTES TO THE FINANCIAL STATEMENTS - 28 November 2008

1.  ACCOUNTING POLICIES (CONTINUED)

(g) Financial instruments held for trading. Trading mventory and trading inventory sold, but not yct
purchased consists of financial instruments carried at fair value or amounts that approximate fair value
Financial assets and liabiliies within the trading portfolio have been classified as held for trading and are
camed at fair value with reahsed and unrealised gains and losses as well as associated interest and dividend
income and expense included 1n net trading income

The fair value of a financial instrument 1s the amount at which the instrument could be exchanged 1n a current
transaction between knowledgeable, willing parties, other than in a forced or hquidation sale In determiming
fair value, the group separates financial instruments 1o two categonies cash (1e non-dervative) trading
mstruments and derivative contracts

The fair values of cash trading instruments are generally obtained from guoted markel prices 1n active
markets, broker or dealer price quotations or alternative pricing sources with a reasonable level of price
transparency The types of instruments valued in this manner include sovereign government obligations,
investment-grade and high-yield corporate bonds, listed equities and money market securities

However, certain cash trading 1nstruments trade infrequently and, therefore, have litle or no price
transparency Where the group 1s unable to substanuate the significant valuation 1inputs and assumptions to
corroborate market data, the transaction price 1s used as management’s best estimate for fairr value at
inception  Accordingly, when a pricing model 1s used to value such an investment, the model 1s adjusted so
that the model value at inception equals the transaction price  Subsequent (o incepuon, management only
changes model nputs and assumptions when corroborated by evidence such as transactions in sumilar
instruments, completed or pending third-party wansactions i the underlying investment of comparable
enunes, subsequent rounds of financing, recapitalisanons and other transactions across the capital structure,
offerings 1n the equity or debt capital markets, and changes 1n financial ratios or cash flows

Cash trading instruments owned by the group (long positions) are marked to bid prices and instruments sold,
but not yet purchased (short posiions) are marked to offer prices The group does not adjust an active market
quoted price for such instruments, even 1n situations where the group holds a large position and a sale could
reasonably impact the quoted price For instruments not quoted in an active market, 1f hquidating a position
15 reasonably expected to affect 1ts prevailling market price, the valuation 1s adjusted generally based on
market evidence or predetermined policies In certain circumstances, such as for highly 1lhiquud positions,
management’s estimates are used to determine this adjustment

The group’s derivative contracts consist of exchange-traded and over-the-counter (‘OTC') derivauves The
fair values of the group’s exchange-iraded derivatuves are generally determined from quoted market prices
OTC denvatives are valued using valuatton models The group uses a variety of valuation models including
the present value of known or estimated cash flows and option pricing models The valuation models used 1o
derive the fair values of the group’s OTC derivatives require nputs ncluding contractaal terms, market
prices, yield curves, credit curves, measures of volatility, prepayment rates and correlations of such nputs
The selectton of a model to value an OTC derivative depends upon the contractual terms of, and specific rnisks
inherent 1n, the instrument as well as the availability of pricing informaton 1n the market The group
generally uses similar models to value similar instruments  Where possible, the group vernfies the values
produced by 1its pricing models to market transactions

For OTC denvatives that trade 1n liquid markets, such as generic forwards, swaps and options, model inputs
can generally be venfied and model selection does not involve sigmficant management judgement For OTC
derivatives that trade 1n less hquid markets with hmited pricing information, the determination of fair value 1s
inherently more difficuli  Further, complex structures often involve muluple product types, requiring
additional complex 1nputs such as correlations and volauhiies At the inception of an OTC denvative
coniract, the group values the contract at the model value if the group can venfy all of the significant model
inputs to observable market data and venify the model to market transactions When appropriate, valuaticns
are adjusted to reflect vanious factors such as liquidity, b:d / offer spreads and credit considerations




GOLDMAN SACHS (U.K,) L.L.C.

L

NOTES TO THE FINANCIAL STATEMENTS - 28 November 2008

ACCOUNTING POLICIES (CONTINUED)

(g) Fmancial instruments held for trading (continued):

These adjustments are generally based on market evidence or predeternuned policies  In certain
cireumstances, such as for lighly illiquid positions, management’s estimates are used to determine these
adjustments Where the group does not have corroborating market evidence to support significant model
inputs and cannot verify the model to market transactions, management believes that transaction price 1s the
best estmate of fair value at inception Accordingly, when a pricing model 1s used to value such an
instrument, the model 1s adjusted so that the model value at inception equals the transaction pnice

‘Day 1 P&L’ 1s the term used to describe the difference between the initial transaction price and the fair value
calculated by internal models Day 1 P&L 1s released to profit and loss at the earlier of the far value
becoming observable using market parameiers, or through reference to similar quoted products, and
derecogmition of the financial instruments

The gains or fosses resulting from the application of this policy are taken to the profit and loss account  As
the trading inventory represents the trading portfolio of the group, the directors are of the opmmion that 1t
would not be appropriate to classify 1t as current asset investments or to provide an analysis of such securities
between those listed and unlisted

(h) Repurchase and resale agreements Securities purchased under agreements to resell and securines sold

under agreements to repurchase are treated as collaterahised financing transactions and are carried at the
amount at which the secunties were sold or acquired plus the accrued interest as specified 1n the respective
agreements Where the collateral 1s 1n the form of cash the transaction 1s recorded on trade date within
secunties sold under agreements 10 repurchase or within securities purchased under agreements to resell  If
the collateral 1s 1n the form of securnities the transaction 1s recorded within securnities sold under agreements to
repurchase or within secunities purchase under agreements to resell when the collateral 1s subsequently sold

Leases: Leases are classified as finance leases whenever the terms of the lease transfer substantially all the
nisks and rewards of ownership to the lessee  All other leases are classified as operating leases

(1)  For finance leases the group acts as the lessor of an asset Assets leased to counterparties under
finance leases are derecognised at the inception of the lease Debtors under finance leases are included
within “other debtors” and represent outstanding amounts due under the agreements less finance
charges allocated to future periods Finance lease income 1s recognised in other interest recervable and
sumilar income over the period of the tease so as to give a constant rate of return on the net investment
in the leases

(1) For operating leases the group acts as the lessee Leased assets are not recogmsed on the balance sheet
Costs 1n respect of operating leases, including any incentives granted by the lessor, are charged on a
strmght-line  basis over the lease term and included within “admimstrative expenses” in the
consolidated income statement

(j) Money broker deposits: Deposits with money brokers and deposits received from money brokers are

carried at the amounts of cash collateral advanced and receitved 1n connection with the transactions The
company measures the market value of the securities borrowed and loaned against the collateral on a daily
basis and obtains or provides additional collateral as appropriate




GOLDMAN SACHS (U.K.) L.L.C.

NOTES TO THE FINANCIAL STATEMENTS - 28 November 2008

1.  ACCOUNTING POLICIES (CONTINUED)

(k) Oifsetting financial instruments: Financial assets and Liabilities are offset and the net amount presented 1n

U

the balance sheet where the group

{1) currently has a legally enforceable nght to set off the recognised amounts, and
() 1ntends to settle on a net basis or to reahise the asset and settle the hability simultaneously

Where the conditions are not met, financial assets and liabilities are presented on a gross basis in the balance
sheet

Deferred taxation: Full provision 1s made for deferred taxation in respect of all differences in tuming
between the accounting and tax treatments of income and expenses The uming differences are recognised as
deferred tax hiabilities or assets, measured at the average tax rates that are expected to apply n periods in
which the uming differences are expected to reverse, based on rates and laws that have been enacted or
substantially enacted by the balance sheet date  An asset 1s not recogmsed 1f the transfer of economic benefits
in the future ts uncertain  Deferred tax assets and habilities are not discounted

(m) Trading profits: The operating results for the period 1nclude all profits and losses ansing from the trading

operations of the group Trading operations include a number of activities including the purchase and sale of
securities, derivauves and commodities, which are accounted for on a trade date basis  Trading operations
also include fees earned 1n relation to managing investments, which are recogmised 1n the profit and loss on an
accruals basis to match continuing services Revenues ansing on loan onigination and secondary dealing 1n
semor bank loans are accounted for on a trade date basis Corporate finance and advisory fee income 1s
recognised when the relevant parties are contractually bound and as contract activity progresses unless the
right to consideration does not arise until occurrence of a critical event, 1n which case revenue 1s not
recognised until that event occurs Management fees are recognised over the period that the related service 1s
provided based upon average net asset values In certain circumstances, the group 1s also entitled to recetve
asset management incentive fees based on a percentage of a fund’s return or when the return on assets under
management exceeds specified benchmark returns or other performance targets Incennve fees are generally
based on investment performance over a 12-month period and are subject to adjustment prior 1o the end of the
measurement period

(n) Income_recogmtion: Interest income i1s recognised on an accruals basis Income from fixed asset

investments 1s included 1n the profit and loss account when dividends are received

(o) Pensien cost: The group participates in a hybnd pension plan for the benefit of certain employees The

defined benefit and defined contnibutions sections of the plan are accounted for as follows

(1) For the defined benefit section, the amounts charged to operating profit are the current service costs,
any past service costs and any gains or losses on settlements and curtailments They are included as
part of staff costs The interest cost and expected return on assets are shown as a net amount within net
finance income  Actuanal gains and losses are recogmised immediately 1n the statement of total
recognised gains and losses

The defined benefit section 1s funded, with the assets of the scheme held separately from those of the
group, 1n separate trustee-admimstered funds Pension scheme assets are measured at fair value and
liabiliues are measured on an actuanal basis using the projected unit method and discounted at a rate
equivalent o the current rate of return on a high-quality corporate bond of equivalent currency and term
to the scheme habihues Full actuarial valuations are obtained at least triennmially and updated at each
balance sheet date The resulung defined benefit or hability 1s presented separately after other net
assets on the face of the balance sheet




GOLDMAN SACHS (U.K,) L.L.C.

L

NOTES TO THE FINANCIAL STATEMENTS - 28 November 2008

ACCOUNTING POLICIES (CONTINUED)

(o) Pension cost* (continued)

(1) For the defined contnibution section, the amount charged to the profit and loss account 1n respect of

pension costs 15 the contributions payable 1n the period Differences between contributions payable in

the period and contributions actually paid are shown as either accruals or prepayments 1n the balance
sheet

{p) Share-based payments: The Goldman Sachs Group, Inc 1ssues awards n the form of restricted stock units
{‘RSUs’) and stock options to the group’s employees for services rendered to the group  The cost of equity
based transactions with employees 1s measured based on the fair value of the equity instruments at the grant

date

Non-market based vesting conditions are not taken into account 1n measuring the fair value of awards,

but are reflected by adjusting over time the number of equity awards that are expected to vest Share-based

awards that do not contain vesung conditions are expensed ymmediately Share-based employee awards that
require future service are amortised over the relevant service period

The Goldman Sachs Group, Inc settles equity awards through the delivery of ordinary shares in The
Goldman Sachs Group, Inc The Goldman Sachs Group, Inc pays cash dividend equivalents on outstanding
restricted stock units The group has also entered into a chargeback agreement with The Goldman Sachs

Group, Inc under which 1t 1s commutted to pay the market value at grant date of those awards to the group at
the ume of delivery to its employees

{(q) Non-trading financial instruments 1ssued:

O

()

Loan notes Loan notes 1ssued are imtially recorded at fair value Finance costs, including discounts
allowed on 1ssue, are recognised at a constant rate on the carrying amount of debt  All finance coslts
are charged to the profit and loss account

Debt secunities The group has 1ssued debt securiies with varying matunities to investors These are
mmtally recorded at fair value These securities provide a payout to 1investors based on movements 1n
the value of an underlying index or credit At each period end, movements 1n the fair value of the
underlying index or credit represent the finance cost to the group and are included 1n the carrying
amount of the secunities Finance costs are included withun trading interest payable

CASH FLOW STATEMENT

The company 15 a wholly owned subsidiary of The Goldman Sachs Group, Inc, and 1s therefore exempt from
prepanng a cash flow statement as required by FRS1 ‘Cash flow statements’ as the ultimate parent undertaking’s
consohdated accounts are publicly available

NEW ACCOUNTING STANDARDS ADOPTED

During the period, the following accounting standards have been adopted by the group

(1) FRS26 — Financial instruments recognition and measurement
The group has adopted the recogmuion and derecogmuion requirements of FRS26

No material impact on the results or financial position of the group has occurred following the adoption of this

standard




GOLDMAN SACHS (U.K)) L.L.C.

NOTES TO THE FINANCIAL STATEMENTS - 28 November 2008

SEGMENTAL REPORTING

The group’s trading profit 1s categorised nto the following three principal segments Investment Banking
Trading and Principal Investments, and Asset Management and Securities Services

52 week period 53 week perod

ended 28 November ended 30 November

2008 2007

US$'000 US$’000

Investment Banking 988,454 1,233,714
Trading and Principal Investments 6,456,315 7,907,840
Asset Management and Securities Services 1,726,899 1,758,442
9,171,668 10,899,996

Investment Banking
The group’s investment banking activities are divided into two categories

s  Fmancial Advisory — Financial Advisory includes advisory assignments with respect to mergers and
acquisitions, divestitures, corporate defence activities, restructuring and spin offs, and

e Underwriting — Underwniting includes public offerings and private placements of a wide range of
securities and other financial instruments

Trading and Principal Investments
Trading and Principal Invesiments 1s divided 1nto three categories

s Fixed Income, Currencies and Commodities — The group makes markets 1n and trades interest rate and
credit products, mortgage-related secunties and loans, including asset-backed securities, currencies and
commodities, structures and enters into a wide variety of derivative transactions and engages In
proprictary trading and investing,

o  Fqunies — The group makes markeis 1n and trades equities and equity-related products, structures and
enters into equity derivative transactions, and engages 1n proprietary trading The group also executes
and clears customer transactions on major stock, options and futures exchanges worldwide, and

o Principal Investments — Principal Investments primanly represents fees from group companies for
sourcing and associated work with regard to the group’s merchant banking investments

Trading and Principal Investments also includes vamnable costs such as brokerage, clearance and underwriting
expenses that are offset against trading profit

Asset Management and Securities Services
The Asset Management and Securities Services segment includes services related to the following

¢ Asset Management — Asset Management provides investment advisory and financial planmng services to
a diverse group of nstututions and individuals worldwide and primarily generates revenues n the form
of management and ncentive fees, and

e Securities Services — Securities Services provides prime brokerage, financing services and securities
lending services to institutional chents, including hedge funds, mutual funds, pension funds, and
foundations and to high-net-worth individuals worldwide, and generates revenues primarily 1n the form
of interest rate spreads or fees




GOLDMAN SACHS (U.K.) L.L.C.

NOTES TO THE FINANCIAL STATEMENTS - 28 November 2008

SEGMENTAL REPORTING (CONTINUED)

Geographical Analysis

Due to the tighly integrated nature of international financial markets, the directors consider that the group
operates 1n a single global market As a result, no disclosure of segmental information relating to the

geographical origin of results has been provided

TRADING PROFIT

Trading profit has been disclosed mstead of turnover as this reflects more meaningfully the nature and results of
the group’s activitics Trading profit, after charging related expenses, includes the net profit ansing from
transactions 1n securities, foreign exchange and other financial instruments, and fees and commissions earned
Related expenses include trading 1nterest payable less trading interest and dividends receivable

OPERATING PROFIT

Operating profit 1s stated after charging
Depreciation of tangible fixed assets (see note 14)

Fees payable for the audit of the company’s subsidiaries,

pursuant to legislation

Fees payable for other services pursuant to legislation provided

by auditors
Management fees charged by group undertakings
Amorusation of goodwiil (see note 13}

Trading interest payable - group undertakings
- other
Operating lease rentals - land and buildings

And after crediting

Management fees charged to group undertakings

Trading interest receivable - group undertakings
- other

The Group

52 week penod 53 week penod
ended 28 November ended 30 November
2008 2007

US$000 US$°000

5,633 4,170

4,764 4,777

1,821 1,784

529,358 719,233

45 47

3,553,050 3,977,253
10,331,495 12,601,476
111,001 107,698
(219,262) (143.410)
(5,159,266) {7,003,293)
(9.672,955) (11,055 066)




GOLDMAN SACHS (U.K.) L.L.C.

NOTES TO THE FINANCIAL STATEMENTS - 28 November 2008

OTHER INTEREST RECEIVABLE AND SIMILAR INCOME

Interest on overmghi deposits

Interest on loans to parent and group undertakings
Interest on loans to banks and customers

Onher interest recervable

INTEREST PAYABLE AND SIMILAR CHARGES

Interest on loans from parent and group undertakings
Interest on deposits from banks and customers
Other 1nterest payable

DIRECTORS’ EMOLUMENTS

Aggregate emoluments
Company pension contributions to money purchase schemes

Directors’ emoluments above represent the propornon of total emoluments paid or payable in respect of
qualifying services only Directors also recerve emoluments for non-qualifying services which are not required to
be disclosed Four directors are members of the defined contribution pension scheme and all directors are

members of the defined benefit penston scheme

The Group
52 week period 53 week penod
ended 28 November ended 30 November
2008 2007
US$000 US$’000
380 970
1,229 346
12,272 10,551
201,212 190,008
215,093 201,875
The Group
52 week period 53 week period
ended 28 November ended 30 November
2008 2007
US$°000 US$°000
785,975 1,179,443
2,254 1,106
203,401 119,719
991,630 1,300,268
The Group
52 week period 53 week period
ended 28 November ended 30 November
2008 2007
US$'000 US$°000
17 63
1 3
18 71

All directors have been granted shares 1n respect of a long term 1ncentive scheme

No directors have exercised options

-11-




GOLDMAN SACHS (U.K.) L.L.C.

10.

NOTES TO THE FINANCIAL STATEMENTS - 28 November 2008

STAFF COSTS

Pension schemes

The group operates an open pension plan with a hybrid structure (‘the Plan’), having both defined benefit and
defined contnibution sections From | March 2008, the Plan was closed to employees whose employment

commenced after this date

A full actuanal valuation of the Plan was carnied cut by a qualified independent actuary as at 1 December 2006
using the projected umt funding method and updated 28 November 2008 The asset and habihity figures shown
below have been calculated as a proportion of the total Plan assets and habiliues, based on the group’s proportion
of the active membership as advised at the start and end of the period

The mayjor financial assumptions used by the actuary underlying the funding of the Plan which had the most

significant effect on the pension cost are set out below

28 30 24 25 26
November November November November November
2008 2007 2006 2005 2004
% per % per % per % per % per
annum annum annum annum annum
Discount rate 720 600 495 4 90 525
Rate of increase 1n salaries 400 550 510 4 85 4 80
Rate of increase in pensions
{post-30 November 1996 accrual) 345 350 310 285 2 80
Rate of price inflation 345 350 310 285 2 80
The assets 1n the Plan attributable to the group and the expected rates of return were
28 November 2008 30 November 2007 24 November 2006
Expected rate Market Expected rate Market Expected rate Market
of return value of return value of return value
% p a. US$m % p.a. US$m % p.a. US$m
Equities 84 147 9 34 2717 79 266 5
Bonds 48 275 47 358 44 26 8
Hedge funds 70 257 74 420 68 290
Cash and reinvested cash 4 8 3230 54 240 8 44 107 8
Total market value of
assets 524.1 590.3 430.1
Present value of scheme
habihities (395 0) (698 5)
Surplus / (deficit) in the
scheme 129.1 (108.2)
Related deferred tax asset
(liability) / asset (14 5) 303
Net pension surplus /
(deficit) 1146 (779)
Analysis of amounts charged to operating profit
52 week period ended 53 week period ended

Current service cost

Total charged to operating profit

28 November 2008 30 November 2007
US$m US$m

825 731

82.5 73.1

-12 -




GOLDMAN SACHS (U.K.) L.L.C.

10.

NOTES TO THE FINANCIAL STATEMENTS - 28 November 2008

STAFF COSTS (CONTINUED)

Analysis of the amount credited to net finance income

52 week period ended 53 week penod ended
28 November 2008 30 November 2007
US$m US$m
Interest on pension plan lhabilies 382 278
Expecied return on assets 1n the pension plan (41 4) (30 6)
Nelt credit to net finance income (3.2) (2.8)
Analysis of amounts recognised 1n the statement of total recogmsed gains and losses
52 week period ended 53 week period ended
28 November 2008 30 November 2007
US$m US$m
Loss / (gain) on assets 1158 (66 8)
Expenience (gain) / loss on habilities (159) 387
Gain on changes of assumptions
(financial and demographic) (253 8) (18 4)
Total gain recogmsed 1n statement of total recognised
gains and losses before adjustment for tax (153.9) (46.5)
Movement in surplus / (deficit) during the period
52 week period ended 53 week penod ended
28 November 2008 30 November 2007
US$m US$m
Deficit in the scheme at beginmng of the period (108 2) (1159)
Current service cost (825) (73 1)
Contributions 164 9 403
Net finance income 32 28
Actuarial gain 1539 465
Foreign exchange losses on translauon of surplus /
(deficit) 22) (88)
Surplus / (deficit) 1n the scheme at end of the period 129.1 (108.2)
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10.

11

NOTES TO THE FINANCIAL STATEMENTS - 28 November 2008

STAFF COSTS (CONTINUED)
A history of experience gains and losses are as follows

28 November 30 November 24 November 25 November 26 November
2008 2007 2006 2005 2004

{Gain) / loss on plan

assets:

Amount US$115 8m US3(66 8)m US$(47 5)m US$(22 9)m US$16 2m
% of plan assets at end of

the period 22 1% 11 3% 11 0% 7 3% 5 8%
Experience (gain) / loss

on plan liabilities:

Amount US$(15 9m US$38 7Tm US$30 4m US3(9 9)m US$H(7 8)m
% of plan Liabilities at end

of the period 4 0% 55% 5 6% 27% 24%
Total actuartal {gan) /

loss recogmsed in

statement of total

recognised gains and

losses:

Amount US$(153 99m US%(46 5)m US$12 3m US$15 2m US$45 7m
% of plan labilhines at end

of the penod 390% 6 7% 23% 4 1% 14 2%

In addition to above, the group also operates a number of defined contribution plans The total contribution cost
for the period 1s £302,283 (US$572,100) (53 week period ended 30 November 2007 £125,889 (US$251,778)
There 1s no amount 1n respect of this cost that remains payable at the balance sheet date (2007 Nil)

SHARE-BASED PAYMENTS

Stock incentive plan

The group’s ultimate pareat company, The Goldman Sachs Group, Inc, sponsors a stock incentive plan, The
Goldman Sachs Amended and Restated Stock Incentive Plan {‘the Amended SIP’), which provides for grants of
incentive stock opuons, non-qualified stock options, stock appreciauon rights, dividend equivalent nghts,
restricted stock, restricted stock units, awards with performance conditions and other share-based awards

Other compensation arrangements

The Goldman Sachs Group, Inc has a discount stock program through which participating managing directors
may be permitted to acquire resincted stock umits at an effective 25% discount (for 2008 year end compensation,
the program was suspended and no individual was permitted to acquire discounted restricted stock umits
thereunder) In prior years, the 25% discount was effected by an additional grant of restnicted stock units equal to
one-third of the number of restricted stock units purchased by qualifying participants The purchased restricted
stock units were 100% vested when granted, but the shares underlying them generally were subject to certain
transfer restrictions (which were waived in December 2008 except for certain senior executives) The shares
underlying the restricted stock units that were granted n order to effect the 25% discount generally vest 1n equal
instaiments on the second and third anmiversaries following the grant date upon vesting and were subject to
certain transfer restricions (which were waived in December 2008 except for certain semior executives)
Compensation expense related to these restricted stock units 1s recognised over the vesting period
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11.

NOTES TO THE FINANCIAL STATEMENTS - 28 November 2008

SHARE-BASED PAYMENTS (CONTINUED)

Restricted stock umts

The Goldman Sachs Group, Inc 1ssued restricted stock units to the group’s employees under the Amended SIP,
primarily 1n connection with year-end compensation and acquisitions  Restricied stock units are valued based on
the closing price of the underlying shares at the date of grant Peniod end restricted stock units generally vest as
outhned 1n the applicable restricted siock unit agreements  All employee-restricted stock umit agreements provide
that vesting 1s accelerated 1n certain circumstances, such as upon retirement, death and extended absence Of the
total restricted stock units outstanding as a1 30 November 2008 and 30 November 2007, (1) 3 8 mullion units and
6 3 million unats, respectively, required future service as a conditon to the delivery of the underlying shares of
common stock and (1) 99 mullion units and 11 6 muthion umits, respectively, did not require future service In all
cases, delivery of the underlying shares of common stock 15 conditional on the grantees satisfying certain vesting
and other requirements outlined in the award agreements The activity related to these restricted stock units 15 set
forth below

28 November 2008 30 November 2007
No. of RSUs No. of RSUs

No future Future No future Future

service service service service

requirement requirement requirement requirement

Outstanding at the beginning of the period 11,628,421 6,292,241 8,885,138 6,727,195
Granted during the period 13,809 550,836 3,122,125 2,616,383
Forfeited during the period (65,263) (311,148) (55,920) (302,781)
Delivered during the period (4,388,441) - (2,985,099) -
Transferred 1n / (out) during the period 30,124 (3,479) 5,171 (91,550)
Vested during the perniod 2,705,894 (2,705,894) 2,657,006 (2,657,006)
Qutstanding at the end of the period 9,924,544 3,822,556 11,628,421 6,292,241

The weighted average fair value of the equity instruments granied during the 52 week penod ended 28 November
2008 year was US$150 16 (53 week penod ended 30 November 2007 US$224 62)

Stock options

Stock options granted to employees generally vest as outlined in the applicable stock option agreement and
generally first become exercisable on or after the third anmiversary of the grant date Other than options granted
in December 2007 related to 2007 compensation, no options were granted duning the 52 week period ended 28
November 2008 Penod end stock options for the 53 week period ended 30 November 2007 become exercisable
tn January 2011 and expire on 24 November 2017 Shares received on exercise prior to January 2013 for period
end 30 November 2007 options cannot be sold, iransferred or otherwise disposed of unul January 2013 All
employee stock option agreements provide that vesting 15 accelerated in certain circumstances, such as upon
retirement, death and extended absence In general, all stock opuons expire on the tenth anniversary of the grant
date, although they may be subject to earlier termunation or cancellation under certain circumstances in
accordance with the terms of the Amended SIP and the applicable stock cption agreement
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11,

NOTES TO THE FINANCIAL STATEMENTS - 28 November 2008

SHARE-BASED PAYMENTS (CONTINUED)

Stock options (continued)

The activity related to these stock options 1s set forth below

28 November 2008 30 Novembher 2007

Weighted Weighted
No of average No. of average

share options __ exercise price  share options _exercise price

Quistanding at the heginning of the period 6,354,323 100 32 8,144,615 87 50
Granted during the pertod - - 502,868 204 16
Forfeited during the period 258 96 08 (19,532) 65 18
Transferred 1n / (out) during the penod 16,898 85 82 - -
Exercised during the period (790,769) 69 98 (2,273,628) 77 67
Expired during the period (161) 8320 - -
Qutstanding at the end of the period 5,580,549 104.57 6,354,323 100.32
Exercisable at the end of the period 4,444,519 84 16 5,218,293 82.01

For those opuons exercised during the period, the weighted average share price at the date of exercise was
US$167 08 (30 November 2007 US$21169) The weighted average fair value of options granted durning 2007
was US$51 04 per option The weighted average share price at the date of grant was US$204 16

The options outstanding as at 28 November 2008 and 30 November 2007 are set forth below

Weighted Weighted

average average

No. of remaining No. of remaining

share options  contractual hfe  share options  contractual life

Exercise price (US$) outstanding (years) outstanding (years)
$45 00 - $59 99 342,490 050 721,354 150 ‘
$75 00 - $89 99 1,963,584 2 88 2,193,793 389 |
$90 00 - $104 99 2,138,445 308 2,303,146 408 |

$12000 - $134 99 288,720 700 288,720 800
$195 00 - $209 99 847,310 859 847,310 959 !

QOutstanding at the end of the period 5,580,549 6,354,323
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11

NOTES TO THE FINANCIAL STATEMENTS - 28 November 2008

SHARE-BASED PAYMENTS (CONTINUED)

Stock options (continued)
No options were granted during the 52 week period ended 28 November 2008
The fair value of options granted during the 53 week period ended 30 November 2007 was estimated as of the

grant date based on a Black-Scholes opuion-pricing model principally using the following weighted average
assumptions

28 November 2007
Risk-free interest rate 4 0%
Expected volaulity 35 0%
Dividend yield 07%
Expected life 75 years

The expected volatlity assumption 1s determined by management based on tmplied volatulity data for hsted options
on The Goldman Sachs Group, Inc common stock This information is typically not available for the full term of
the options which have been granted Accordingly, management esumates longer dated volaulines using a
combination of available market data for these shorter dated listed options and other implied volatility data for
comparable entities and / or benchmark indices

The common stock underlying the options granted during the 53 week period ended 30 November 2007 1s subject
to sales restrictions for a period of two vears from the date the options become exercisable The value of the
commen stock underlying the options granted dunng the 53 week period ended 30 November 2007 has been
discounted by 24 0% to reflect these sales restrictions The 7 5 years expected hife of the options reflects the
estimated impact of these sales restricuons on the life of the awards

The group recorded expenses of US$509 million for the 52 week period ended 28 November 2008 (53 week period
ended 30 November 2007 USS$1,021 million) related to the amortisation of equity awards The corresponding
credit to equity has been transferred to liabilities as a result of the terms of the intercompany agreements with The
Goldman Sachs Group, Inc
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12,

NOTES TO THE FINANCIAL STATEMENTS - 28 November 2008

TAX ON PROFIT ON ORDINARY ACTIVITIES
(a) Analysis of tax charge for the period:
52 week peniod 53 week period
ended 28 November ended 30 November
2008 2007
Current tax US$’000 US$’000
UK corporation tax at 28 67% - current pertod 880,903 807,010
UK corporation tax - prior year (2,034) (62,674)
Overseas taxation 85,346 110,906
Total current tax (see note 12(b)) 964,215 855,242
Deferred Tax
Provisions and other ttming differences {see note 24) 931,429 {125,350)
931,429 (125,350)
Tax on profit on ordinary activities 1,895 644 729,802
(b) Factors affecting tax charge for the pernod-:
The current tax assessed for the year 1s different to the standard rate of corporation tax in the UK The standard
rate of corporation tax 1n the UK 1s measured at 28 67% following the change in corporation tax rates from
1 April 2008 1o 28% (2007 30%) The differences are explained below
52 week period 53 week period
ended 28 November ended 30 November
2008 2007
US$’000 US$’000
Profit on ordinary activities before tax 7,271,648 2,929,471
Profit on ordinary acuvities multiplied by standard rate
in the UK 28 67% (2007 30%) 2,084,781 878,841
Expenses disallowed for the purposes of tax provision 7,708 47,285
Accelerated capital allowances and other uming differences (39,355) (6,546)
Timing differences in respect of restricted stock units {915,065) 226,515
Pension coniribution rehef 1n excess of net pension
cost charge 889 11,615
Exchange differences and other 22,857 16,160
Group relief surrendered for nil consideration (266,703) (115,624)
Adjustment to tax 1n respect of prior penods (2,040) (62,674)
Non taxable net loss / (income) 71,143 (140,330)
Current tax charge for the perod 964,215 855,242

The uming difference ansing from the restricted stock units compnses the net tax effect of the amounts charged
to the profit and loss account during the period and those amounts paid to employees during the period
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13.

14.

NOTES TO THE FINANCIAL STATEMENTS - 28 November 2008

INTANGIBLE ASSETS

Intangible assets compnise positive goodwill of US$2,360,000 that arose on the acquisiion of 100% of the
ordinary shares in Goldman Sachs Investments Europe 1n a prior peniod This positive goodwill was capitalhised
and 15 being amortised over 20 years

Negative goodwill of US$1,524,000 arose on the acquisition of Goldman Sachs Holdings (U K) This negauve
goodwill has been capnalised and 1s being amortised over 20 years

Other intangible assets of $373,095 arose on incorporation of Goldmans Sachs SGR S P A and relates to the
capitalisation of start-up and expansion costs This tntangible asset has now been fully amortised

The Group
28 November
Positive Negative Other 2008
Goodwill Goodwill  Intangibles Total
US$'000 US$000 Us$’000 US$°000
Goodwill at 30 November 2007 1,367 (1,066) 2 303
Amortisation for the peniod {119) 76 (2) (45)
Goodwill at 28 November 2008 1,248 (990) - 258
TANGIBLE FIXED ASSETS
The movements in tangible fixed assets during the penod were as follows
Fixtures
Leasehold fittings & Motor
improvements equipment vehicles Total
US$’000 US$’000 US$’ 000 US$7000
Cost
At 30 November 2007 16,797 7,391 16 24,204
Additions 3226 2,946 - 6,172
Disposals (253) (121 - (374)
At 28 November 2008 19,770 10,216 16 30,002
Depreciation
At 30 November 2007 9,126 1,620 16 10,762
Charge for period 3,404 2,229 - 5,633
Disposals (105) (40) - (145)
At 28 November 2008 12,425 3,809 16 16,250
Net book value
At 30 November 2007 7,671 5,771 - 13,442
At 28 November 2008 7,345 6,407 - 13,752
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15.

16.

17.

NOTES TO THE FINANCIAL STATEMENTS - 28 November 2008

QUASI SUBSIDIARIES

The group, n the ordinary course of business, utilises certain vehicles, which though not fulfilling the defimtion
of a subsidiary, give nise to benefits for the group that are 1n substance no different from those that would arise
were the vehicles treated as subsidiaries As a result, these entities are consohdated

The group recognises quasi subsidiaries based on the inherent nisks The group utilises certain vehicles to provide
investors with asset-repackaged notes designed to meet their objectives These vehicles purchase assets by
1ssuing debt 1nstruments and by entering into derivative contracts The group has entered 1nto interest rate,
foreign currency and equity derivatives with these vehicles The vehicles produce no material net cash flows
Cash flows received from assets and dernivatives held by the vehicles are paid eather directly or indirectly, via debt
secunties 1ssued, to the debt holders In addion, given that all denvatives held by the vehicles offset risks
inherent 1n 1ts assets and liabilities, the vehicles do not produce any matenal net profit or loss

The combined balance sheet of these quasi-subsidiaries consohdated 1nto the group’s financial statements, 1s as
follows

28 November 30 November

2008 2007
US$000 US$’'000
Assets
Debt securities purchased 6,673,197 11,729,110
Liabilities
Debt securities 1ssued (6,673,197} (11,729,110)

SECURITIES PURCHASED UNDER AGREEMENTS TO RESELL

Included within the resale agreements are amounts of US$11,487 muilion (30 November 2007 US$22,388
million) which relate to group undertakings

DEBTORS
The Group The Company
2008 2007 2008 2007
US$000 US$°000 US$’000 US$000
Deposits as collateral for stock borrowed 4,631,167 8,042,592 - -
Amounts due from brokers/dealers
and customers 75,421,217 143,196,930 - -
Amounts due from parent and group
undertakings 95,400,094 166,155,380 686,050 4,606,050
Group relief recervable from group
undertakings - - 5,078 6,813
Corporation tax recoverable 3,328 9,414 - -
Deferred tax (see note 24) 334,532 1,306,980 - -
Other debtors 417,614 376,841 - -
Prepayments and accrued income 102,901 143,402 -
176,310,853 319,231,539 691,128 4,612,863

Of the amount due from parent and group undertakings, US$33 mullion {30 November 2007 US$24 8 nullion) 1n
relation to the group, and US$685 million (30 November 2007 US$900 million) in relation 1o the company 1s
due 1n more than one year With regard to the group this relates o IPO awards and equity based employee
compensation With regard to the company this relates to long term subordinated loans to a subsichary
undertaking The loan 1s unsecured, cammes interest at a margin over LIBOR and 1s repayable upon giving or
receiving at least two years’ notice to or from the subsidiary undertaking
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17.

18.

19.

20.

NOTES TO THE FINANCIAL STATEMENTS - 28 November 2008

DEBTORS (CONTINUED)

The net investment 1n finance leases included with other debtors 1s US$133 4 mulion (30 November 2007
US$238 4 million) There were no finance lease assets acquired during the period

The remaining debtors are all due within one year of the balance sheet date

CASH AT BANK AND IN HAND
Included within cash at bank and in hand 15 US$16,435 mullion (30 November 2007 US$16,955 million) that 1s

held on behalf of chents 1n segregated accounts

SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE

Included within the repurchase agreements are amounts of US$16,595 mullion (30 November 2007 US$20,149
mullion) which relate to group undertakings

OTHER CREDITORS

Other creditors, all of which are payable within one year of the balance sheet date, comprnse

The Group The Company
2008 2007 2008 2007
US$’000 US$’000 US$°000 US$000
Bank loans and overdrafts 124,803 378,373 - -
Debt securities 1ssued 16,289,962 26,499,661 - -
Loans from money brokers and 1nstitutions 26,636,000 58,273,565 - -

Amounts due to brokers/dealers and customers 131,982,845 135,613,731 - -
Amounts due 1o parent and group undertakings 66,738,212 108,312,264 - -
Corporation tax payable 230,839 276,718 6,348 8,493

Other taxes and social security costs 107,828 300,956 - -

Accrual for management charges payable to

parent and group undertakings (see note 21{b)) 450,268 1,981,524 - -

Other creditors and accruals 1,373,530 1,738,084 91 4
243,934,287 333,374,876 6,439 8,497

Of the other creditors falling due within one year US$59,067 mullion (30 November 2007 US$121,958 nuilion)
1s secured by marketable securities, of which US$32,431 mullion (30 November 2007 US$63,684 million) relates
to amounts due to parent and group undertakings
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22.

23.

NOTES TO THE FINANCIAL STATEMENTS - 28 November 2008

CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

The Group The Company
2008 2007 2008 2007
US$’000 US$°000 US$’000 US$’000
Long-term subordinated loans (see note 22) 9,296,910 20,126,046 685,000 4,605,000
Debt securities 1ssued (see note (a)) 1,253,623 2,772,453 - -
Accrual for management charges payable to 630,035 2,193,804 - -
parent and group undertakings (sec note (b))
Loan notes 1ssued (see note (¢)) 1,816,767 2,130,819 - -
12,997,335 27,223,122 685,000 900,000
{a) The maturity of debi securiues due after more than one year 1s as follows
28 November 30 November
2008 2007
US$’000 US$’000
In more than one year but not more than (wo years 9,384 73,441
In more than two years but not more than five years 280 636 85,810
In more than five years 963,603 2,613,202
1,253,623 2,772,453

(b) The accrual for management charges 1n notes 20 and 21 15 1n respect of restricted stock awards and long
term ncentive schemes

(¢} Loan notes i1ssued comprise notes 1ssued to a third party
underlying interest rate plus 0 90% and 1s calculaied on a monthly basis

2019 or the dissolution or hquidation of the company

SUBORDINATED LOANS

Repayable as follows
Less than one year

Between two and five years

Over five years

The Group The Company
2008 2007 2008 2007
US$’000 US$’000 US$’000 US$’000
8,000,000 17,585,000 - 3,705,000
1,296,910 2,541,046 685,000 900,000
9,296,910 20,126,046 685,000 4,605,000

Interest on the notes accrues at the relevant
The notes mature at the earlier of

The amounts outstanding represent long-term and short-term subordinated loans from parent undertakings These
loans are unsecured and carry interest at a margin over LIBOR

PROVISIONS FOR LIABILITIES AND CHARGES

As at 28 November 2008 and 30 November 2007

The Group
US$000

40,000

The provision of US$40 mullion was made in respect of legal claims made against the group Further details
relaning to these claims have not been disclosed as permutted by accounting standard FRS 12, ‘Provistons and
Conungent Liabihiues’, on the grounds that it would be seriously prejudicial to do so
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NOTES TO THE FINANCIAL STATEMENTS - 28 November 2008

24. DEFERRED TAX

28 November 30 November
2008 2007
US$’000 US$°000
Deferred tax balance comprises
Depreciation 1n excess of capital allowances 8,501 10,602
Post-retirement benefits (14,488) 30,291
Other uming differences 340,519 1,266,087
334,532 1,306,980
The movements 1n the deferred tax balance were as follows
At 30 November 2007 1,306,980
Transfer to the profit and loss account for the period (931,429)
Translation adjustment 2,064
Transfer to the statement of total recognized gains and losses for (43,083)
the persod
At 28 November 2008 334,532

Other uming differences include deferred tax in respect of equity-based compensation

The directors consider that fulure profits will be available against which the deferred tax asset can be recovered

25. MEMBER’S EQUITY

The sole member of the company 1s The Goldman Sachs Group, Inc  On 18 August 2008 the Goldman Sachs
Group, Inc contributed US$ 60,286,035 to member’s equity
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27.

NOTES TO THE FINANCIAL STATEMENTS - 28 November 2008

PROFIT AND LOSS ACCOUNT AND RESERVES

The Group
Capital Capital Profit and Merger
Redemption contribution loss account Reserve
Reserve
US$000 US$°000 US$’000 US$’000
A1 30 November 2007 305,012 6,901 5,647,697 1,021,395
Retained profit for the period - - 5,376,004 -
Contributed capital - - - .
Other recognised gains - - 110,785 -
Exchange gain on consolidation
- - (147,950) -
At 28 November 2008 305,012 6,901 10,986,536 1,021,395

The Capital Redemption Reserve arose during a prior period as a result of transacuions entered into by subsidiary

undertakings within the group

The Company
Capital Profit and
contribution loss account
US$’000 US$°000
At 30 November 2007 6,901 161,005
Retained profit for the period - 24,962
Contributed capital - -
At 28 November 2008 6,901 185,967

FINANCIAL COMMITMENTS AND CONTINGENCIES

(a) The group’s financial commitments and contingencies outstanding at the period end primarily anse from
letters of credut and forward foreign exchange, swaps, options, financial futures contracts, debt and equity
forwards, underwriing commitments entered nto in the ordmary course of business and registered charges
on certain of the group’s assets whuch have arisen 1n the ordinary course of business

(b) In addition, the group has undrawn loan commuments of US$83,155,000 (30 November 2007
US$182,043,000) These commitments are sub-participated to third party institutions

(¢) The group leases certain buildings on long-term leases Under these leases, which are subject to
rencgotiation at various intervals specified in the leases, the group pays all msurance, maintenance and

repairs of these properties  The rentals that the group 1s commiutted to pay n the next year are as follows

30 November 30 November

2008 2007
US$’000 US$’000

Maturnity of lease
Less than one year - 788
Between 1 and 2 years 111 2,106
Between 2 and 5 years 13,906 898
Over 5 years 92,847 122,584
106,864 126,376
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28.

NOTES TO THE FINANCIAL STATEMENTS - 28 November 2008

FINANCIAL RISK MANAGEMENT

Normal trading activiuies expose the group to market, credit, and hquidity nsk These nsks, described below, are
managed in accordance with established nsk management policies and procedures

The Goldman Sachs Group, Inc, manages market, credit and hquidity nsk en a consistent basis, firmwide
Consequently, the company and its subsidiaries, as part of a global group, adhere to global nsk management
policies and procedures

The group seeks to monitor and control nisk exposure through a variety of separate, but complementary, financial,
credit, operauonal, comphance and legal reporting systcms 1In addiuon, a number of global, regional and entity
committees are responsible for monitoning nsk exposures and for general oversight of our nisk management
process These commuttees meet regularly and consist of sentor members of both our revenue-producing units
and departments that are independent of our revenue-producing umits  In additien to the commuittees, functions
that are independent of the revenue-producing units, such as Comphance, Finance (ancluding Risk Managemenit),
Legal, Management Controls (Internal Audit) and Operations, perform global nisk management functions, which
include monitoring, analysing and evaluating risk

(a) Market risk

The potenual for changes 1n the market value of our trading and investing positions 1s referred to as market nisk
Such positions result from market-making, proprietary trading, underwriting and investng activities
Substantially all of our inventory positions are marked-to-market on a dailly basis and changes are recorded n
trading profit

Categories of market risk include exposures to 1nterest rates, equity prices and currency rates A description of
each market nsk category 1s set forth below

e Interest rate risks primarily result from exposures to changes in the level, slope and curvature of the
yield curve, the volaulity of interest rates, mortgage prepayment speeds, funding spreads and credit
spreads

s Equity price risks result from exposures to changes in prices and volatliies of individual equities,
equity baskets and equity indices

s Currency rate risks result from exposures to changes 1n spot prices, forward prices and volatihties of
currencies
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28.

NOTES TO THE FINANCIAIL STATEMENTS - 28 November 2008

FINANCIAL RISK MANAGEMENT (CONTINUED)

The group seeks to manage these firmwide risks by diversifying exposures, controlling position sizes and
establishing economic hedges 1n related securities or denvatives For example, we may hedge a portfolio of
common stocks by taking an offsetting position 1n a related equity-index futures contract The ability to manage
an exposure may, however, be hmited by adverse changes in the liquidity of the security or the related hedge
instrument and in the correlation of price movements between the security and related hedge instrument

Firmwide market nisk limits are monitored on a daily basts by the Finance Division and are reviewed regularly by
the appropnate risk commattee

In addition to applying business judgement, senior management uses a number of quantutative tools to manage
our exposure to market nisk for “Trading inventory’ and ‘Trading inventory sold, but not yet purchased’ 1n the
consolidated financial statements These tools include

Interest rate nsks primarily result from exposures to changes in the level, slope and curvature of the yield curve,
the volatility of interest rates, mortgage prepaymeni speeds, funding spreads and credit spreads

s scenario analyses, stress tests and other analytical tools that measure the potental effects on our
trading net revenues of various market events, including, but not limited to, a large widening of
credit spreads, a substantial dechine i1n equity markets and sigmificant moves 1n selected emerging
markets, and

e sk lhmits based on a summary measure of market risk exposure referred to as Value-at-Risk (*VaR'")
which are updated and monitored on a daily basis

e nventory position himits for selected business unuts (determined at a firmwide level)

VaR

VaR 1s the potential loss 1n value of trading positions due to adverse market movements over a defined time
horizon with a specified confidence level

For the VaR numbers reported below, a one-day time honzon and a 95% confidence level were used This means
that there 1s a 1 1n 20 chance that daily trading net revenues will fall below the expected daily trading profit by an
amount at least as large as the reported VaR  Thus, shortfalls from expected trading profit on a single irading day
greater than the reported VaR would be anuicipated to occur, on average, about once a month Shortfalls on a
single day can exceed reported VaR by significant amounts Shortfalls can also accumulate over a longer time
horizon such as a number of consecutive trading days

The modelling of the nsk charactenistics of our trading positions involves a number of assumptions and
approximations While management believes that these assumptions and approximations are reasonable, there 15
no standard methodology for esumaiing VaR, and different assumptions and/or approximations could produce
materially different VaR estimates

We use historical data to estimate our VaR and, to better reflect current asset volatilities, we generally weight
historical data to give greater importance to more recent observations Given 1ts reliance on historical data, VaR
1s most effective 1n estimating risk exposures in markets 1n which there are no sudden fundamental changes or
shifts in market conditions An inherent hmitation of VaR is that the distribution of past changes 1n market risk
factors may not produce accurate predicuons of future market nsk  Different VaR methodologies and
distributional assumptions could produce a materially different VaR Moreover, VaR calculated for a one-day
ttme horizon does not fully capture the market risk of positions that cannot be liquidated or offset with hedges
within one day
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The following table sets forth the year end and daily VaR

US$m
Total VaR at 28 November 2008 1192
Average daily VaR for the 52 weck period ended 28 November 2008 104 7

Certain portfohios and individual positions are not included 1 VaR, where VaR 1s not the most appropnate
measure of risk (e g , due to transfer restrictions and/or illiquidity) See ‘Other Market Risk Measures’ below

Other Market Risk Measures

Certain portfolios and individual positions are not included 1n VaR, where VaR 1s not the most appropnate
measure of risk (e g, due to transfer restrictions and/or illiquidity) Market risk related to these positions 1s
measured by estimating the potenuial reduction 1n trading profit associated with a 10% decline 1n asset values

The sensitivity analyses for equity and debt postuons in our trading portfolio are measured by the impact of a
dechine 1n the asset values of such posinons The fair value of the underlying positions may be impacted by
factors such as transactions tn simtar instruments, completed or pending third-party transactions in the
underlying invesiment or comparable eniities, subsequent rounds of financing, recapitalizations and other
transactions across the capital structure, offerings 1n the equity or debt capital markets, and changes in financial
ratios or cash flows

The following table sets forth market risk for posttions not inciuded 1in VaR

Sensitivity Analysis — Material Areas not in VaR US$m

Trading Risk Equity (10% sensiivity measure on carrying value) as at 28 November 536
2008

In addition, the Group’s VaR excludes certain funding habilities  As at 28 November 2008, the carrying value of
these liabilities was approximately US$9 30 bulion If interest rates had been 50 basis pounts higher or lower and
all other variables were held constant, the impact on these funding liabilities would be to increase / decrease the
Group’s net profit by US$49 5 milion mainly attributable {o exposure to interest rates on the Group’s variable
rate borrowings

(b) Credit Risk

Credit nisk represents the loss that we would incur 1f a counterparty or an 1ssuer of securiuies or other instruments
we hold fails to perform under its coatractual obligations to us, or upon a deierioration n the credit quality of
third parties whose securities or other nstruments, 1ncluding OTC denvatives, we hold Our exposure to credit
risk principally arises through our wrading, investing and financing acuvities To reduce our credit exposures, we
seek to enier into nething agreements with counterparties that permut us to offset recervables and payables with
such counterparties In addition, we attempt to further reduce credit nsk with certain counterparties by (1)
entering nto agreements that enable us to obtain collateral from a counterparty on an upfront or contingent basts,
(1) seeking third-party guarantees of the counterparty’s obligations, and/or (in) transferring our credit nsk to third
parties using credit derivatives and/or other structures and techniques
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To measure and manage our credit exposures, we use a variety of tools, including credit limuts referenced to both
current exposure and potenuial exposure  Potenhal exposure 15 generally based on projected worst-case market
movements over the hife of a transaction In addition, as part of our market nsk management process, for
positions measured by changes 1n credit spreads, we use VaR and other sensiivity measures  To supplement our
primary credit exposure measures, we also use scenario analyses, such as credit spread widening scenarios, stress
tests and other quantitative tools

QOur global credit management systems monttor credit exposure to individual counterparties and on an aggregate
basis to counterpariies and their affiliates These systems also provide management, including the Firmwide Risk
and Credit Policy Committees, with information regarding credit nsk by product, industry sector, country and
region

While our activities expose us to many different andustries and counterparties, we routinely execute a high
volume of wransactions with counterparties 1n the financial services industry, including brokers and dealers,
commercial banks, investment funds and other institutional chents, resulting in sigmificant credit concentration
with respect to this industry In the ordinary course of business, we may also be subject to a concentration of
credit nisk to a particular counterparty, borrower or 1ssuer

Denrivatives

Denivative contracls are instruments, such as futures, forwards, swaps or option contracts, that derive their value
from underlying assets, indices, reference rates or a combination of these factors Derivative instruments may be
pnivately negotiated contracts, which are often referred to as OTC denvatives, or they may be hsted and traded on
an exchange

Substannally all of our denivative transactions are entered 1nto to facilitate chent transactions, 1o take proprictary
posiions or as a means of risk management In addinon to derivanve transactions entered nto for trading
purposes, we enter into derivative contracts to manage currency exposure on our net investment m non-U S
operations and to manage the interest rate and currency exposure on our long-term borrowings and certain shert-
term borrowings

Denivatives are used in many of our businesses, and we believe that the associated market risk can only be
understood relative to all of the underlying assets or risks being hedged, or as part of a broader trading strategy
Accordingly, the market nisk of derivative positions 1s managed together with our non-derivative positions

The fair value of our denvauve contracts 1s reflecied net of cash paid or received pursuant to credit support
agreements and 1s reported on a gross-by-counterparty basis in our consohdated financial statements unless the
Group has a current legal right of set off and also 1ntends to settle on a net basis  For an OTC denvauve, our
credit exposure 15 directly with our counterparty and continues until the matunty or termination of such contract

Derivative transactions may also involve legal risks including the nisk that they are not authonsed or appropriate
for a counterparty, that documentation has not been properly executed or that executed agreements may not be
enforceable against the counterparty We attempt to mimmuse these risks by obtaining advice of counsel on the
enforceabihty of agreements as well as on the authonty of a counterparty to effect the derivauve transaction In
addition, certain derivative transactions (¢ g, credit derivauve contracts) involve the risk that we may have
difficulty obtaining, or be unable to obtain, the underlying secunty or obligation 1n order to sausfy any physical
settlement requirement
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The following tables disclose the carrying values of financial assets recorded in the consohdated financial
statements and represent the Group’s maximum exposure to credit risk without taking account of the value of
collateral obtained or any other credit enhancements {for example derivative master netting agreements)

Gross Credit Exposure 2008

Exposure to credit risk by class US$m
Trading Inventory 1,091,796
Secunuies Purchased under agreements to resell 94,080
Debtors {excluding deferred tax of $335m) 175,976
Cash at bank and 1n hand 18,437
1,380,289

Credit Rating Carrying Value per
Balance Sheet

US$m

AAA 21,579
AA 825,103
A 260.014
BBB 83,074
BB 66,591
B 49,512
CCC 6,231
Unrated 68,185
Total 1,380,289

The table above groups exposure based on 1nternal ratings assigned by the Credit department Positions 1n cash
mventory {e g equities, bonds) are captured as market nisk i the firm's nsk management process and are not
assigned internal ratings These posttions constitute the majority of the exposures classified as unrated

As of year end, financial assets past due or impaired were 1nsignificant
Collateralised Transactions

The group and its subsidiaries receive financial instruments as collateral, primarily 1n connection with resale
agreements, securities borrowed, derivative transactions and customer margin loans Such financial instruments
may include obligations of the US Government federal agencies, sovereigns and corporations as well as
equities and convertibles
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In many cases, the group and 1ts subsidiaries are permitted to deliver or repledge these financial instruments 1n
connection with entering into repurchase financings, collateralising denivative transactions and meeting firm or
customer settlement requirements  As of 28 November 2008, the fair value of financial wnstruments received as
collateral by the group and 1ts subsidiaries that they were permitted to deliver or repledge was US$255 2 billion,
of which the group and 1ts subsidiaries delivered or repledged US$221 bilhion

The group and its subsidiaries also pledge assels that they own 1o counterparties who may or may not have the
right to deliver or repledge  Financial instruments owned and pledged to counterparties that have the night to
deliver or repledge are included within ‘Trading inventory' 1n the consolidated financial statements and were
US$7 5 billion as of 28 November 2008 Financial instruments owned and pledged in connection with
repurchase agreements, securities lending agrecments and other secured financings to counterparties that did not
have the nght to sell or repledge are included 1n ‘Trading inventory’ 1n the consohdated financial statements and
were US$15 3 illion as of 28 November 2008

In addition to repurchase agreements and securities lending agreements, the firm obtains secured funding through
the use of other arrangements Other secured financings include arrangements that are non-recourse, that 1s, only
the subsidiary that executed the arrangement or a subsidiary guaranteeing the arrangement 1s obligated to repay
the financing Other secured financings consist of hiabihiies related 1o consolidated special purpose entities,
collateralised central bank financings, transfers of financial assets that are accounted for as financings rather than
sales and other structured financing arrangements

(¢) Laquidity Risk

Ligudity 15 of critical importance to compames in the financial services sector Most failures of financial
institutions have occurred 1n large part due to nsufficient hqudity resulung from adverse circumstances
Accordingly, the Group has 1n place a comprehensive set of hiquidity and funding pohicies that are 1ntended to
maintain sigmficant flexibility to address both firmwide-specific and broader industry or market liquidity events
Our principal objective 15 to be able to fund the Group and to enable our core businesses to continue (o generate
revenues, even under adverse circumstances

Management has implemented a number of policies according to the following hquidity risk management
framework

*  Excess Liquidity — We maintain substantial excess hquidity 10 meet a broad range of potential cash outflows
1n a stressed environment including ftnancing obligations

*  Asset-Liability Management - We seek to maintain funding sources that are sufficiently long-term 1n order
to withstand a prolonged or severe ltquidity-stressed environment without having to rely on asset sales

e Conservative Liability Structure — We access funding across a diverse range of markets, products and
counterparties, emphasise less credit-sensitive sources of funding and conservatively manage the distnibution
of funding across our entity structure

e Cnsis Planning — We base our hquidity and funding management on stress-scenario planning and mantain a
cnsis plan detailing our response to a hquidity-threatening event

The following table details the Group’s undiscounted cash flows of its financial habihities by contractual matunity
mcluding mterest that will accrue except where the Group s entitled to repay the hability before 1ts matunity
Denvative contracts included withun trading 1nventory sold, but not yet purchased are presented at their fair value
and disclosed as ‘on demand The Group considers this more accurately represents the liquidity nsk ansing
from derivatives and 1s consistent with how those risks are managed
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Liquidity On Less than More More More Greater Total
Disclosure Demand one than one than than one than five
month month three vear but years

but less months less than

than but less five years

three than one

months year

US$m US$m US$m US$m US$m US$m US$m

Trading Inventory
sold but not yel ) 4 937 . - . . - 1,044,937
purchased
Securities sold
under agreements - 40,473 10,783 13,774 75 - 65,105
to repurchase
Other Creditors 242,579 795 347 319 - - 244,040

Creditors  falling

due  after more . . - - 8,895 5152 14,047
than one year

1,287,516 41,268 11,130 14,093 8,970 5,152 1,368,129

(d) Financial Instruments Valued Using Techniques That Incorporate Unobservable Inputs

Fair value of financial instruments may be determined 1in whole or part using a valuation technique based on
assumptions that are not supported by prices from observable current market transacuons 1n the same (nstrument
or based on available observable market data

Changes 1n fair value of financial instruments, resulting in realised and unrealised gains or losses, are recognised
in net trading income  The total amount of the change 1n fair value of financial instruments held by the Group
and estimated using a valuation technique that includes unobservable market data, 1s a net gain of US$1,407
mullion for the year ended 28 November 2008 (30 November 2007 US$1,152 million) This gain principally
resulted from changes in observable inputs, as opposed to unobservable mnputs Financial instruments that are
valued using techmques that incorporate unobservable inputs (‘unobservable financial instruments’) are
frequently hedged with financial instruments whose valuation incorporates only observable inputs (‘observable
financial nstruments’), and accordingly gains or losses that have been reported on unobservable financial
instruments may be offset by gains or losses atiributed to observable financial instruments

As the fair value of unobservable financial instruments may involve 1n whole or part valuation techmques which
are based upon assumptions, changing these assumptions will change the resultant estimate of fair value The
potental impact as at 28 November 2008 of using reasonably possible aiternative assumptions for the valuation
techmgques including significant unobservable 1nputs has been quantified as approximately US$950 mullion (30
November 2007 US$800 mullion), which could be either positive or negative The increase in the current year 15
primarily due to the use of wider biud offer spreads 1n the valuation methodologies partly offset by a reduction 1n
nsk In determining reasonably possible alternative assumptions, a bid offer spread methodology has been
applied The bid offer spread 1s viewed as being a proxy of uncertainty when pricing a financial instrument
Management estumation has been used to determine an appropniate bid offer spread This 1s wider than that
observed on observable financial instruments to account for the more 1lliquid nature of unobservable financial
instruments  In arriving at the total impact above, the range 1s based on all inputs moving to etther their best or
worst reasonably possible case at the same time
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(d) Financial Instruments Valued Using Techniques That Incorporate Unobservable Inputs (continued)

The amounts not recogmised 1n the consolidated income statement relating to the difference between the fair value
at tmtial recogmuon (the transaction price) and the amounts determined at imual recogmtion using the valuation
techniques are as follows

US$m
At | December 2007 208
New Transactions 151
Amounts recognised 1n the consohdated income statement during the peniod (1zn
At 28 November 2008 238

(e) Fair Value of Financial Instruments

For financial assets and habilities not measured at fair value, the carrying amounts 1n the balance sheet are a
reasonable approximation of fair value given the short term nature of these instruments, with the exception of the
below

Carrying value  Approximate fair

value

US$m US$m

Long-term subordinated debt (see note 22) 9,297 8,436
Loan notes 1ssued (see note 21) 1,817 1,612

The leng term subordinated loans are repayable on either 2 or 5 years’ notice to or from the holder
Consequently, the fair value of long term subordinated debt has been determined on the assumption that all loans
are repard on therr earliest potential repayment date, although repayment 1s subject to FSA approval

RELATED PARTY DISCLOSURES

Under the terms of paragraph 3(c) of FRS 8, ‘Related Party Disclosures’, the company 15 exempt from disclosing
transactions with fellow group compames There were no other related party transacuions requiring disclosure

ULTIMATE AND IMMEDIATE PARENT UNDERTAKINGS

The immediate parent undertaking and the parent company of the largest group for which consolhidated financial
statements are prepared 1s The Goldman Sachs Group, Inc, a company incorporated 1n the United States of
Amenca Copies of 1ts accounts can be obtained from 200 West Street, New York, NY 10282, United States of
America, the group’s principal place of business
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