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Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. x Yes * No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). x Yes “ No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,

or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller reporting
company in Rule 12b-2 of the Exchange Act.

Large accelerated filer x Accelerated filer ~

Non-accelerated filer ~ (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).

“Yes x No
APPLICABLE ONLY TO CORPORATE ISSUERS

As of October 21, 2016, there were 397,649,217 shares of the registrant s common stock outstanding.
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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements (Unaudited)

THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES

Condensed Consolidated Statements of Earnings

(Unaudited)

in millions, except per share amounts
Revenues

Investment banking

Investment management
Commissions and fees

Market making

Other principal transactions
Total non-interest revenues

Interest income
Interest expense

Net interest income
Net revenues, including net interest income

Operating expenses
Compensation and benefits

Brokerage, clearing, exchange and distribution fees
Market development

Communications and technology

Table of Contents

Three Months
Ended September
2016 2015
$1,537  $1,556
1,386 1,331
753 859
2,715 1,730
1,163 543
7,554 6,019
2,389 2,119
1,775 1,277
614 842
8,168 6,861
3,207 2,351
613 665
92 123
207 200

Nine Months

Ended September
2016 2015
$ 4787 $ 5480
3,908 4,400
2,447 2,517
7,067 7,964
1,978 3,822
20,187 24,183
7,267 6,304
5,016 3,940
2,251 2,364
22,438 26,547
9,200 10,619
1,929 1,950
326 409
609 601
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Depreciation and amortization 247 222 731 706
Occupancy 245 182 609 572
Professional fees 222 253 673 714
Other expenses 467 819 1,454 3,270
Total non-compensation expenses 2,093 2,464 6,331 8,222
Total operating expenses 5,300 4,815 15,531 18,841
Pre-tax earnings 2,868 2,046 6,907 7,706
Provision for taxes 774 620 1,856 2,388
Net earnings 2,094 1,426 5,051 5,318
Preferred stock dividends (6) 96 117 324
Net earnings applicable to common shareholders $2,100  $1,330 $ 4934 $ 4994

Earnings per common share

Basic $ 496 $ 295 $ 1140 $ 11.03
Diluted 4.88 2.90 11.24 10.84
Dividends declared per common share $ 065 $ 0.65 $ 195 $ 1.90

Average common shares
Basic 422.4 449.0 431.5 451.2

Diluted 430.2 458.6 438.8 460.9

The accompanying notes are an integral part of these condensed consolidated financial statements.

2 Goldman Sachs September 2016 Form 10-Q
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THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES

Condensed Consolidated Statements of Comprehensive Income

(Unaudited)

$ in millions
Net earnings

Other comprehensive income/(loss) adjustments, net of tax:

Currency translation

Debt valuation adjustment
Pension and postretirement liabilities

Other comprehensive loss
Comprehensive income

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Three Months
Ended September

2016 2015
$2,0904  $1,426

19 (39)
a3

1 36
(€2 Y) 3)

$2,063  $1,423
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Nine Months

Ended September
2016 2015
$5,051  $5318

(58) (94)
(75)
(36) (74)

(169) (168)
$4,882  $5,150
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THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES

Condensed Consolidated Statements of Financial Condition

(Unaudited)
As of

September  December
8 in millions, except per share amounts 2016 2015
Assets
Cash and cash equivalents $ 99,535 $ 75,105
Cash and securities segregated for regulatory and other purposes (includes $36,058 and
$38,504 at fair value as of September 2016 and December 2015, respectively) 54,526 56,838
Collateralized agreements:
Securities purchased under agreements to resell and federal funds sold (includes $93,352
and $119,450 at fair value as of September 2016 and December 2015, respectively) 94,220 120,905
Securities borrowed (includes $78,788 and $69,801 at fair value as of September 2016
and December 2015, respectively) 185,468 172,099
Receivables:
Brokers, dealers and clearing organizations 25,681 25,453
Customers and counterparties (includes $3,297 and $4,992 at fair value as of
September 2016 and December 2015, respectively) 53,855 46,430
Loans receivable 49,064 45,407
Financial instruments owned, at fair value (includes $55,800 and $54,426 pledged as
collateral as of September 2016 and December 2015, respectively) 292,420 293,940
Other assets 25,218 25,218
Total assets $879,987 $861,395
Liabilities and shareholders equity
Deposits (includes $14,096 and $14,680 at fair value as of September 2016 and
December 2015, respectively) $124,550 $ 97,519
Collateralized financings:
Securities sold under agreements to repurchase, at fair value 73,905 86,069
Securities loaned (includes $1,969 and $466 at fair value as of September 2016 and
December 2015, respectively) 5,256 3,614
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Other secured financings (includes $22,006 and $23,207 at fair value as of
September 2016 and December 2015, respectively)

Payables:
Brokers, dealers and clearing organizations

Customers and counterparties

Financial instruments sold, but not yet purchased, at fair value

Unsecured short-term borrowings, including the current portion of unsecured long-term
borrowings (includes $16,741 and $17,743 at fair value as of September 2016 and

December 2015, respectively)

Unsecured long-term borrowings (includes $30,266 and $22,273 at fair value as of
September 2016 and December 2015, respectively)

Other liabilities and accrued expenses (includes $665 and $1,253 at fair value as of

September 2016 and December 2015, respectively)
Total liabilities

Commitments, contingencies and guarantees

Shareholders equity
Preferred stock, par value $0.01 per share; aggregate liquidation preference of $11,203
and $11,200 as of September 2016 and December 2015, respectively

Common stock, par value $0.01 per share; 4,000,000,000 shares authorized,
872,612,590 and 863,976,731 shares issued as of September 2016 and December 2015,
respectively, and 399,211,902 and 419,480,736 shares outstanding as of

September 2016 and December 2015, respectively

Share-based awards

Nonvoting common stock, par value $0.01 per share; 200,000,000 shares authorized, no
shares issued and outstanding

Additional paid-in capital

Retained earnings

Accumulated other comprehensive loss

Stock held in treasury, at cost, par value $0.01 per share; 473,400,690 and 444,495,997
shares as of September 2016 and December 2015, respectively

Total shareholders equity

Total liabilities and shareholders equity

Table of Contents

22,478

8,862

195,625

115,154

42,825

190,586

13,636
792,877

11,203

3,974

52,541

87,160
(582)
(67,195)

87,110
$879,987

24,753

5,406
204,956

115,248

42,787

175,422

18,893
774,667

11,200

4,151

51,340

83,386
(718)
(62,640)

86,728

$861,395
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The accompanying notes are an integral part of these condensed consolidated financial statements.
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THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Changes in Shareholders Equity

(Unaudited)

Nine Months Ended
$ in millions September 2016
Preferred stock
Balance, beginning of year $ 11,200
Issued 1,325
Redeemed (1,322)
Balance, end of period 11,203
Common stock
Balance, beginning of year 9
Issued
Balance, end of period 9
Share-based awards
Balance, beginning of year 4,151
Issuance and amortization of share-based awards 1,981
Delivery of common stock underlying share-based awards (2,065)
Forfeiture of share-based awards (80)
Exercise of share-based awards 13)
Balance, end of period 3,974
Additional paid-in capital
Balance, beginning of year 51,340
Delivery of common stock underlying share-based awards 2,077
Cancellation of share-based awards in satisfaction of withholding tax
requirements (954)
Preferred stock issuance costs, net 10)
Excess net tax benefit related to share-based awards 88

Table of Contents

Year Ended
December 2015
$ 9,200

2,000

11,200

3,766
2,308
(1,742)

(72)

(109)
4,151
50,049

2,092

(1,198)
O
406
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Cash settlement of share-based awards
Balance, end of period

Retained earnings
Balance, beginning of year, as previously reported

Reclassification of cumulative debt valuation adjustment, net of tax, to
accumulated other comprehensive loss
Balance, beginning of year, adjusted

Net earnings

Dividends and dividend equivalents declared on common stock and
share-based awards

Dividends declared on preferred stock

Preferred stock redemption discount
Balance, end of period

Accumulated other comprehensive loss
Balance, beginning of year, as previously reported

Reclassification of cumulative debt valuation adjustment, net of tax,
from retained earnings

Balance, beginning of year, adjusted

Other comprehensive income/(loss)
Balance, end of period

Stock held in treasury, at cost
Balance, beginning of year

Repurchased
Reissued
Other

Balance, end of period
Total shareholders equity

The accompanying notes are an integral part of these condensed consolidated financial statements.

52,541

83,386

(305)

83,081

5,051

(855)
(383)
266
87,160
(718)
305
(413)
(169)
(582)
(62,640)
(4,569)
21

(7
(67,195)
$ 87,110

2)
51,340

78,984

78,984

6,083

(1,166)

(515)

83,386

(743)

(743)
25
(718)
(58,468)
(4,195)
32

©)
(62,640)
$ 86,728
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THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Cash Flows

(Unaudited)

$ in millions
Cash flows from operating activities
Net earnings

Adjustments to reconcile net earnings to net cash provided by/(used for) operating activities

Depreciation and amortization
Share-based compensation
Gain related to extinguishment of junior subordinated debt

Changes in operating assets and liabilities
Cash and securities segregated for regulatory and other purposes

Receivables and payables (excluding loans receivable), net
Collateralized transactions (excluding other secured financings), net
Financial instruments owned, at fair value

Financial instruments sold, but not yet purchased, at fair value

Other, net
Net cash provided by operating activities

Cash flows from investing activities
Purchase of property, leasehold improvements and equipment

Proceeds from sales of property, leasehold improvements and equipment
Net cash acquired in/(used for) business acquisitions

Proceeds from sales of investments

Loans receivable, net

Net cash provided by/(used for) investing activities

Table of Contents

Nine Months
Ended September
2016 2015
$ 5051 $ 5318
731 706
1,943 2,107
(34)
2,312 (6,452)
(13,524) 4,524
2,794 (12,902)
5,386 18,366
29) (6,753)
(2,891) (4,714)
1,773 166
(2,063) (1,205)
332 120
15,754 (1,684)
1,209 714
(3,930)  (12,692)
11,302 (14,747)
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Cash flows from financing activities

Unsecured short-term borrowings, net 140 (1,228)
Other secured financings (short-term), net 395 (492)
Proceeds from issuance of other secured financings (long-term) 2,377 10,772

Repayment of other secured financings (long-term), including the current portion (6,486) (7,360)
Purchase of APEX, senior guaranteed securities and trust preferred securities (1,171) (1)
Proceeds from issuance of unsecured long-term borrowings 39,134 36,031

Repayment of unsecured long-term borrowings, including the current portion (29,198) (22,513)
Derivative contracts with a financing element, net 81 (89)
Deposits, net 10,510 8,578

Common stock repurchased (4,590) (2,545)
Dividends and dividend equivalents paid on common stock, preferred stock and share-based

awards (1,238) (1,197)
Proceeds from issuance of preferred stock, net of issuance costs 1,303 1,993

Proceeds from issuance of common stock, including exercise of share-based awards 1 220

Excess tax benefit related to share-based awards 97 388

Cash settlement of share-based awards (1)
Net cash provided by financing activities 11,355 22,556

Net increase in cash and cash equivalents 24,430 7,975

Cash and cash equivalents, beginning of year 75,105 57,600

Cash and cash equivalents, end of period $99,535 $65,575

SUPPLEMENTAL DISCLOSURES:
Cash payments for interest, net of capitalized interest, were $5.40 billion and $4.09 billion, and cash payments for
income taxes, net of refunds, were $767 million and $2.20 billion during the nine months ended September 2016 and

September 2015, respectively.

Non-cash activities during the nine months ended September 2016:

The impact of adoption of ASU No. 2015-02 was a net reduction to both total assets and liabilities of approximately
$200 million. See Note 3 for further information.
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The firm sold assets and liabilities of $1.81 billion and $697 million, respectively, that were previously classified as
held for sale, in exchange for $1.11 billion of financial instruments. See Notes 13 and 17 for further information.

The firm exchanged $1.04 billion of APEX for $1.31 billion of Series E and Series F Preferred Stock. See Note 19
for further information.

Cash flows related to common stock repurchased includes common stock repurchased in the prior period for which
settlement occurred during the current period and excludes common stock repurchased during the current period for
which settlement occurred in the following period.

Non-cash activities during the nine months ended September 2015:

The firm exchanged $262 million of Trust Preferred Securities and common beneficial interests for $296 million of
certain of the firm s junior subordinated debt.

The accompanying notes are an integral part of these condensed consolidated financial statements.

6 Goldman Sachs September 2016 Form 10-Q
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THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statements

(Unaudited)

Note 1.
Description of Business

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

The firm reports its activities in the following four business segments:
Investment Banking

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

Institutional Client Services

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

Investing & Lending

The firm invests in and originates loans to provide financing to clients. These investments and loans are typically
longer-term in nature. The firm makes investments, some of which are consolidated, directly and indirectly through
funds and separate accounts that the firm manages, in debt securities and loans, public and private equity securities,
and real estate entities.

Investment Management

The firm provides investment management services and offers investment products (primarily through separately
managed accounts and commingled vehicles, such as mutual funds and private investment funds) across all major
asset classes to a diverse set of institutional and individual clients. The firm also offers wealth advisory services,

including portfolio management and financial counseling, and brokerage and other transaction services to
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high-net-worth individuals and families.
Note 2.
Basis of Presentation

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

These condensed consolidated financial statements are unaudited and should be read in conjunction with the audited
consolidated financial statements included in the firm s Annual Report on Form 10-K for the year ended
December 31, 2015. References to the 2015 Form 10-K are to the firm s Annual Report on Form 10-K for the year
ended December 31, 2015. The condensed consolidated financial information as of December 31, 2015 has been
derived from audited consolidated financial statements not included in these financial statements.

These unaudited condensed consolidated financial statements reflect all adjustments that are, in the opinion of
management, necessary for a fair statement of the results for the interim periods presented. These adjustments are of a
normal, recurring nature. Interim period operating results may not be indicative of the operating results for a full year.

All references to September 2016, June 2016 and September 2015 refer to the firm s periods ended, or the dates, as the
context requires, September 30, 2016, June 30, 2016 and September 30, 2015, respectively. All references to
December 2015 refer to the date December 31, 2015. Any reference to a future year refers to a year ending on
December 31 of that year. Certain reclassifications have been made to previously reported amounts to conform to the
current presentation.

Goldman Sachs September 2016 Form 10-Q 7
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THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statements

(Unaudited)

Note 3.

Significant Accounting Policies

The firm s significant accounting policies include when and how to measure the fair value of assets and liabilities,
accounting for goodwill and identifiable intangible assets, and when to consolidate an entity. See Notes 5 through 8
for policies on fair value measurements, Note 13 for policies on goodwill and identifiable intangible assets, and below
and Note 12 for policies on consolidation accounting. All other significant accounting policies are either described
below or included in the following footnotes:

Financial Instruments Owned, at Fair Value and Financial

Instruments Sold, But Not Yet Purchased, at Fair Value Note 4
Fair Value Measurements Note 5
Cash Instruments Note 6
Derivatives and Hedging Activities Note 7
Fair Value Option Note 8
Loans Receivable Note 9
Collateralized Agreements and Financings Note 10
Securitization Activities Note 11
Variable Interest Entities Note 12
Other Assets Note 13
Deposits Note 14
Short-Term Borrowings Note 15
Long-Term Borrowings Note 16
Other Liabilities and Accrued Expenses Note 17
Commitments, Contingencies and Guarantees Note 18
Shareholders Equity Note 19
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Regulation and Capital Adequacy Note 20
Earnings Per Common Share Note 21
Transactions with Affiliated Funds Note 22
Interest Income and Interest Expense Note 23
Income Taxes Note 24
Business Segments Note 25
Credit Concentrations Note 26
Legal Proceedings Note 27
Consolidation

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

Voting Interest Entities. Voting interest entities are entities in which (i) the total equity investment at risk is
sufficient to enable the entity to finance its activities independently and (ii) the equity holders have the power to direct
the activities of the entity that most significantly impact its economic performance, the obligation to absorb the losses
of the entity and the right to receive the residual returns of the entity. The usual condition for a controlling financial
interest in a voting interest entity is ownership of a majority voting interest. If the firm has a controlling majority
voting interest in a voting interest entity, the entity is consolidated.

Variable Interest Entities. A VIE is an entity that lacks one or more of the characteristics of a voting interest entity.
The firm has a controlling financial interest in a VIE when the firm has a variable interest or interests that provide it
with (i) the power to direct the activities of the VIE that most significantly impact the VIE s economic performance
and (ii) the obligation to absorb losses of the VIE or the right to receive benefits from the VIE that could potentially
be significant to the VIE. See Note 12 for further information about 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 operating and financial policies, the investment is accounted for either (i) under
the equity method of accounting or (ii) at fair value by electing the fair value option available under U.S. GAAP.
Significant influence generally exists when the firm owns 20% to 50% of the entity s common stock or in-substance
common stock.

In general, the firm accounts for investments acquired after the fair value option became available, at fair value. In
certain cases, 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 investee or when cost-benefit considerations are less significant. See Note 13 for
further information about equity-method investments.

8 Goldman Sachs September 2016 Form 10-Q
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THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statements

(Unaudited)

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

Use of Estimates

Preparation of these condensed consolidated financial statements requires management to make certain estimates and
assumptions, the most important of which relate to fair value measurements, accounting for goodwill and identifiable
intangible assets, discretionary compensation accruals, the provisions for losses that may arise from litigation,
regulatory proceedings and tax audits, and the allowance for losses on loans and lending commitments held for
investment. These estimates and assumptions are based on the best available information but actual results could be
materially different.

Revenue Recognition

Financial Assets and Financial Liabilities at Fair Value. Financial instruments owned, at fair value and Financial
instruments sold, but not yet purchased, at fair value are recorded at fair value either under the fair value option or in
accordance with other U.S. GAAP. In addition, the firm has elected to account for certain of its other financial assets

and financial liabilities at fair value by electing the fair value option. The fair value of a financial instrument is the
amount that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. Financial assets are marked to bid prices and financial liabilities are marked to
offer prices. Fair value measurements do not include transaction costs. Fair value gains or losses are generally
included in Market making for positions in Institutional Client Services and Other principal transactions for positions
in Investing & Lending. See Notes 5 through 8 for further information about fair value measurements.

Investment Banking. Fees from financial advisory assignments and underwriting revenues are recognized in earnings
when the services related to the underlying transaction are completed under the terms of the assignment. Expenses
associated with such transactions are deferred until the related revenue is recognized or the assignment is otherwise
concluded. Expenses associated with financial advisory assignments are recorded as non-compensation expenses, net
of client reimbursements. Underwriting revenues are presented net of related expenses.

Investment Management. The firm earns management fees and incentive fees for investment management services.
Management fees for mutual funds are calculated as a percentage of daily net asset value and are received monthly.
Management fees for hedge funds and separately 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 calculated as a
percentage of monthly invested capital or commitments and are received quarterly, semi-annually or annually,
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depending on the fund. All management fees are recognized over the period that the related service is provided.
Incentive fees are calculated as a percentage of a fund s or separately managed account s return, or excess return above
a specified benchmark or other performance target. 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 period. 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 returned to
the fund. Incentive fees are recognized only when all material contingencies have been resolved. Management and
incentive fee revenues are included in Investment management revenues.

The firm makes payments to brokers and advisors related to the placement of the firm s investment funds. These
payments are calculated based on either a percentage of the management fee or the investment fund s net asset value.
Where the firm is principal to the arrangement, such costs are recorded on a gross basis and included in Brokerage,
clearing, exchange and distribution fees, and where the firm is agent to the arrangement, such costs are recorded on a
net basis in Investment management revenues.

Goldman Sachs September 2016 Form 10-Q 9
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Commissions and Fees. The firm earns Commissions and fees from executing and clearing client transactions on
stock, options and futures markets, as well as over-the-counter (OTC) transactions. Commissions and fees are
recognized on the day the trade is executed.

Transfers of Assets

Transfers of assets are accounted for as sales when the firm has relinquished control over the assets transferred. For
transfers of assets accounted for as sales, any gains or losses are recognized in net revenues. Assets or liabilities that
arise from the firm s continuing involvement with transferred assets are initially recognized at fair value. For transfers
of assets that are not accounted for as sales, the assets generally remain in Financial instruments owned, at fair value
and the transfer is accounted for as a collateralized financing, with the related interest expense recognized over the life
of the transaction. See Note 10 for further information about transfers of assets accounted for as collateralized
financings and Note 11 for further information about transfers of assets accounted for as sales.

Cash and Cash Equivalents

The firm defines cash equivalents as highly liquid overnight deposits held in the ordinary course of business. As of
September 2016 and December 2015, Cash and cash equivalents included $6.85 billion and $6.47 billion,
respectively, of cash and due from banks, and $92.69 billion and $68.64 billion, respectively, of interest-bearing
deposits with banks.

Receivables from and Payables to Brokers, Dealers and Clearing Organizations

Receivables from and payables to brokers, dealers and clearing organizations are accounted for at cost plus accrued
interest, which generally approximates fair value. While these receivables and payables are carried at amounts that
approximate fair value, they are not accounted for at fair value under the fair value option or at fair value in
accordance with other U.S. GAAP and therefore are not included in the firm s fair value hierarchy in Notes 6 through
8. Had these receivables and payables been included in the firm s fair value hierarchy, substantially all would have
been classified in level 2 as of September 2016 and December 2015.

Receivables from Customers and Counterparties

Receivables from customers and counterparties generally relate to collateralized transactions. Such receivables are
primarily comprised of customer margin loans, certain transfers of assets accounted for as secured loans rather than
purchases at fair value and collateral posted in connection with certain derivative transactions. Substantially all of
these receivables are accounted for at amortized cost net of estimated uncollectible amounts. Certain of the firm s
receivables from customers and counterparties are accounted for at fair value under the fair value option, with changes

in fair value generally included in Market making revenues. See Note 8 for further information about receivables from
customers and counterparties accounted for at fair value under the fair value option. In addition, as of September 2016
and December 2015, the firm s receivables from customers and counterparties included $3.12 billion and $2.35 billion,
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respectively, of loans held for sale, accounted for at the lower of cost or fair value. See Note 5 for an overview of the
firm s fair value measurement policies.

As of September 2016 and December 2015, the carrying value of receivables not accounted for at fair value generally
approximated fair value. While these items 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 U.S. GAAP and therefore are not
included in the firm s fair value hierarchy in Notes 6 through 8. Had these items been included in the firm s fair value
hierarchy, substantially all would have been classified in level 2 as of September 2016 and December 2015. Interest
on receivables from customers and counterparties is recognized over the life of the transaction and included in Interest
income.

Payables to Customers and Counterparties

Payables to customers and counterparties primarily consist of customer credit balances related to the firm s prime
brokerage activities. Payables to customers and counterparties are accounted for at cost plus accrued interest, which
generally approximates fair value. While these payables are carried at amounts that approximate fair value, they are
not accounted for at fair value under the fair value option or at fair value in accordance with other U.S. GAAP and
therefore are not included in the firm s fair value hierarchy in Notes 6 through 8. Had these payables been included in
the firm s fair value hierarchy, substantially all would have been classified in level 2 as of September 2016 and
December 2015. Interest on payables to customers and counterparties is recognized over the life of the transaction and
included in Interest expense.

10 Goldman Sachs September 2016 Form 10-Q
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Offsetting Assets and Liabilities

To reduce credit exposures on derivatives and securities financing transactions, the firm may enter into master netting
agreements or similar arrangements (collectively, netting agreements) with counterparties that permit it to offset
receivables and payables with such counterparties. A netting agreement is a contract with a counterparty that permits
net settlement of multiple transactions with that counterparty, including upon the exercise of termination rights by a
non-defaulting party. Upon exercise of such termination rights, all transactions governed by the netting agreement are
terminated and a net settlement amount is calculated. In addition, the firm receives and posts cash and securities
collateral with respect to its derivatives and securities financing transactions, subject to the terms of the related credit
support agreements or similar arrangements (collectively, credit support agreements). An enforceable credit support
agreement grants the non-defaulting party 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 right of setoff under netting and credit
support agreements, the firm evaluates various factors including applicable bankruptcy laws, local statutes and
regulatory provisions in the jurisdiction of the parties to the agreement.

Derivatives are reported on a net-by-counterparty basis (i.e., the net payable or receivable for derivative assets and
liabilities for a given counterparty) in the condensed consolidated statements of financial condition when a legal right
of setoff exists under an enforceable netting agreement. Resale and repurchase agreements and securities borrowed
and loaned transactions with the same term and currency are presented on a net-by-counterparty basis in the
condensed consolidated statements of financial condition when such transactions meet certain settlement criteria and
are subject to netting agreements.

In the condensed consolidated statements of financial condition, derivatives are reported net of cash collateral received
and posted under enforceable credit support agreements, when transacted under an enforceable netting agreement. In
the condensed consolidated 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 information about collateral received and pledged, including rights to deliver or repledge
collateral. See Notes 7 and 10 for further information about offsetting.

Share-based Compensation

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 do not require future service (i.e., vested awards, including
awards granted to retirement-eligible employees) are expensed immediately. Share-based awards that require future
service are amortized over the relevant service period. Expected forfeitures are included in determining share-based
employee compensation expense.

The firm pays cash dividend equivalents on outstanding restricted stock units (RSUs). Dividend equivalents paid on

RSUs are generally charged to retained earnings. Dividend equivalents paid on RSUs expected to be forfeited are
included in compensation expense. The firm accounts for the tax benefit related to dividend equivalents paid on RSUs
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as an increase to additional paid-in capital.

The firm generally issues new shares of common stock upon delivery of share-based awards. In certain cases,
primarily related to conflicted employment (as outlined in the applicable award agreements), the firm may cash settle
share-based compensation awards accounted for as equity instruments. For these awards, whose terms allow for cash
settlement, additional paid-in capital is adjusted to the extent of the difference between the value of the award at the
time of cash settlement and the grant-date value of the award.

Foreign Currency Translation

Assets and liabilities denominated in non-U.S. currencies are translated at rates of exchange prevailing on the date of
the condensed consolidated statements of financial condition and revenues and expenses are translated at average rates
of exchange for the period. 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.S.
operation, when the functional currency is other than the U.S. dollar, are included, net of hedges and taxes, in the
condensed consolidated statements of comprehensive income.

Goldman Sachs September 2016 Form 10-Q 11
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Recent Accounting Developments

Revenue from Contracts with Customers (ASC 606). In May 2014, the FASB issued ASU No. 2014-09, Revenue
from Contracts with Customers (Topic 606). ASU No. 2014-09 provides comprehensive guidance on the recognition
of revenue from customers arising from the transfer of goods and services. The ASU also provides guidance on
accounting for certain contract costs, and requires new disclosures. ASU No. 2014-09, as amended by ASU
No. 2015-14, ASU No. 2016-08, ASU No. 2016-10 and ASU No. 2016-12, is effective for annual reporting periods
beginning after December 15, 2017, including interim periods within that reporting period under a modified
retrospective approach or retrospectively to all periods presented. Early adoption is permitted for annual reporting
periods beginning after December 15, 2016. The firm is still evaluating the effect of the ASU on its financial
condition, results of operations, and cash flows.

Measuring the Financial Assets and the Financial Liabilities of a Consolidated Collateralized Financing Entity
(ASC 810). In August 2014, the FASB issued ASU No. 2014-13, Consolidation (Topic 810) Measuring the Financial
Assets and the Financial Liabilities of a Consolidated Collateralized Financing Entity (CFE). ASU No. 2014-13
provides an alternative to reflect changes in the fair value of the financial assets and the financial liabilities of the CFE
by measuring either the fair value of the assets or liabilities, whichever is more observable. ASU No. 2014-13
provides new disclosure requirements for those electing this approach, and was effective for interim and annual
periods beginning after December 15, 2015. Adoption of ASU No. 2014-13 did not materially affect the firm s
financial condition, results of operations, or cash flows.

Amendments to the Consolidation Analysis (ASC 810). In February 2015, the FASB issued ASU No. 2015-02,
Consolidation (Topic 810) Amendments to the Consolidation Analysis. ASU No. 2015-02 eliminates the deferral of

the requirements of ASU No. 2009-17, Consolidations (Topic 810) Improvements to Financial Reporting by

Enterprises Involved with Variable Interest Entities for certain interests in investment funds and provides a scope

exception from Topic 810 for certain investments in money market funds. The ASU also makes several modifications

to the consolidation guidance for VIEs and general partners investments in limited partnerships, as well as

modifications to the evaluation of whether limited partnerships are VIEs or voting interest entities. ASU No. 2015-02

was effective for interim and annual reporting periods beginning after December 15, 2015 and was required to be

adopted under a modified retrospective approach or retrospectively to all periods presented.

The firm adopted ASU No. 2015-02 as of January 1, 2016, using a modified retrospective approach. The impact of
adoption was a net reduction to both total assets and total liabilities of approximately $200 million, substantially all
included in Financial instruments owned, at fair value and in Other liabilities and accrued expenses, respectively.
Adoption of ASU No. 2015-02 did not have an impact on the firm s results of operations. See Note 12 for further
information about the adoption of ASU No. 2015-02.

Simplifying the Presentation of Debt Issuance Costs (ASC 835). In April 2015, the FASB issued ASU
No. 2015-03, Interest Imputation of Interest (Subtopic 835-30) Simplifying the Presentation of Debt Issuance Costs.
ASU No. 2015-03 simplifies the presentation of debt issuance costs by requiring that these costs related to a
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recognized debt liability be presented in the statements of financial condition as a direct reduction from the carrying
amount of that liability. ASU No. 2015-03 was effective for annual reporting periods beginning after
December 15, 2015, including interim periods within that reporting period. ASU No. 2015-03 was required to be
applied retrospectively to all periods presented beginning in the year of adoption. Early adoption was permitted. The
firm early adopted ASU No. 2015-03 in September 2015.

Improvements to Employee Share-Based Payment Accounting (ASC 718). In March 2016, the FASB issued ASU
No. 2016-09, Compensation Stock Compensation (Topic 718) Improvements to Employee Share-Based Payment
Accounting. ASU No. 2016-09 includes provisions to simplify certain aspects related to the accounting for
share-based awards and the related financial statement presentation. This ASU includes a requirement that the tax
effect related to the settlement of share-based awards be recorded in income tax benefit or expense in the statements of
earnings. This change is required to be adopted prospectively in the period of adoption. In addition, the ASU modifies
the classification of certain share-based payment activities within the statements of cash flows and these changes are
generally required to be applied retrospectively to all periods presented beginning in the period of adoption. ASU
No. 2016-09 is effective for annual reporting periods beginning after December 15, 2016, including interim periods
within that reporting period. Early adoption is permitted. The impact of ASU No. 2016-09 could be material to the
firm s results of operations and cash flows in future periods depending upon, among other things, the level of earnings
and stock price of the firm.

12 Goldman Sachs September 2016 Form 10-Q
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Simplifying the Accounting for Measurement-Period Adjustments (ASC 805). In September 2015, the FASB
issued ASU No. 2015-16, Business Combinations (Topic 805) Simplifying the Accounting for Measurement-Period
Adjustments. ASU No. 2015-16 eliminates the requirement for an acquirer in a business combination to account for
measurement-period adjustments retrospectively. ASU No. 2015-16 was effective for annual reporting periods
beginning after December 15, 2015, including interim periods within that reporting period. Adoption of ASU
No. 2015-16 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 2016, the
FASB issued ASU No. 2016-01, Financial Instruments (Topic 825) Recognition and Measurement of Financial
Assets and Financial Liabilities. ASU No. 2016-01 amends certain aspects of recognition, measurement, presentation
and disclosure of financial instruments. This guidance includes a requirement to present separately in other
comprehensive income changes in fair value attributable to a firm s own credit spreads (debt valuation adjustment or
DVA), net of tax, on financial liabilities for which the fair value option was elected. ASU No. 2016-01 is effective for
annual reporting periods beginning after December 15, 2017, including interim periods within that reporting period.
Early adoption is permitted under a modified retrospective approach for the requirements related to DVA. In the first
quarter of 2016, the firm early adopted ASU No. 2016-01 for the requirements related to DVA, and reclassified the
cumulative DVA, a gain of $305 million (net of tax), from retained earnings to accumulated other comprehensive loss.

Leases (ASC 842). In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842). ASU No. 2016-02
requires that, at lease inception, a lessee recognize in the statements of financial condition a right-of-use asset,
representing the right to use the underlying asset for the lease term, and a lease liability, representing the liability to
make lease payments. The ASU 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 recognized as a combined expense in the statements of earnings. In addition, ASU
No. 2016-02 requires expanded disclosures about the nature and terms of lease agreements and is effective for annual
reporting periods beginning after December 15, 2018, including interim periods within that reporting period under a
modified retrospective approach. Early adoption is permitted. The firm is still evaluating the effect of the ASU on its
financial condition, results of operations, and cash flows.

Measurement of Credit Losses on Financial Instruments (ASC 326). In June 2016, the FASB issued ASU
No. 2016-13, Financial Instruments Credit Losses (Topic 326) Measurement of Credit Losses on Financial
Instruments. ASU No. 2016-13 requires financial assets that are measured at amortized cost to be presented, net of an
allowance for credit losses, at the amount expected to be collected over their estimated life. Expected credit losses for
newly recognized financial assets, as well as changes to credit losses during the period, are recognized in earnings. For
certain purchased financial assets with deterioration in credit quality since origination, the initial allowance for
expected credit losses will be recorded as an increase to the purchase price. Expected credit losses, including losses on
off-balance-sheet exposures such as lending commitments, will be measured based on historical experience, current
conditions and forecasts that affect the collectability of the reported amount. ASU No. 2016-13 is effective for annual
reporting periods beginning after December 15, 2019, including interim periods within that reporting period under a
modified retrospective approach. Early adoption is permitted for periods beginning after December 15, 2018. The firm
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is still evaluating the effect of the ASU on its financial condition, results of operations, and cash flows.

Classification of Certain Cash Receipts and Cash Payments (ASC 230). In August 2016, the FASB issued ASU

No. 2016-15, Statement of Cash Flows (Topic 230) Classification of Certain Cash Receipts and Cash Payments. ASU
No. 2016-15 provides guidance on the disclosure and classification of certain items within the statement of cash flows,
including beneficial interests obtained in a securitization of financial assets, cash payments for settlements of
zero-coupon debt instruments and debt prepayment or extinguishment costs, and distributions received from
equity-method investees. ASU No. 2016-15 is effective for annual reporting periods beginning after
December 15, 2017, including interim periods within that reporting period, and is required to be applied
retrospectively to all periods presented beginning in the year of adoption. Early adoption is permitted. Since the ASU
only impacts classification on the statements of cash flows, adoption will not affect the firm s cash and cash
equivalents.

Goldman Sachs September 2016 Form 10-Q 13
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Note 4.

Financial Instruments Owned, at Fair Value and
Financial Instruments Sold, But Not Yet Purchased,
at Fair Value

Financial instruments owned, at fair value and financial instruments sold, but not yet purchased, at fair value are
accounted for at fair value either under the fair value option or in accordance with other U.S. GAAP. See Note 8 for
further information about other financial assets and financial liabilities accounted for at fair value primarily under the
fair value option.

The table below presents the firm s financial instruments owned, at fair value, and financial instruments sold, but not
yet purchased, at fair value.

Financial
Instruments
Financial Sold, But
Instruments Not Yet
$ in millions Owned Purchased
As of September 2016
Commercial paper, certificates of deposit, time
deposits and other money market instruments $ 2463 $
U.S. government and federal agency obligations 45,306 14,751
Non-U.S. government and agency obligations 38,036 19,589
Loans and securities backed by:
Commercial real estate 4,523 6

Residential real estate 9,411
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Bank loans and bridge loans
Corporate debt securities

State and municipal obligations
Other debt obligations

Equities and convertible debentures
Commodities

Investments in funds at NAV
Subtotal

Derivatives
Total

As of December 2015

Commercial paper, certificates of deposit, time deposits and other money market

instruments

U.S. government and federal agency obligations

Non-U.S. government and agency obligations

Loans and securities backed by:
Commercial real estate

Residential real estate

Bank loans and bridge loans
Corporate debt securities

State and municipal obligations
Other debt obligations

Equities and convertible debentures
Commodities

Investments in funds at NAV
Subtotal

Derivatives
Total

Gains and Losses from Market Making and Other Principal Transactions

Table of Contents

9,859
21,128
1,705
1,163
91,280
5,943

6,859
237,676

54,744
$292,420

$ 2,583
46,382

31,772

4,975
13,183
12,164
16,640

992

1,595
98,072

3,935

7,757
240,050

53,890
$293,940

468

6,313

29,586

70,715

44,439
$115,154

15,516

14,973

461

6,123

31,394

68,477

46,771
$115,248
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The table below presents Market making revenues by major product type, as well as Other principal transactions
revenues.

Three Months Nine Months
Ended September Ended September

$ in millions 2016 2015 2016 2015
Product Type

Interest rates $ 821 $ (132) $1,091 $ 146
Credit 440 298 1,688 1,218
Currencies 544 (656) 1,254 1,135
Equities 663 1,968 2,215 4,671
Commodities 247 252 819 794
Market making 2,715 1,730 7,067 7,964
Other principal transactions 1,163 543 1,978 3,822
Total $3,878 $2,273 $9,045 $11,786

In the table above:

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

Gains/(losses) exclude related interest income and interest expense. See Note 23 for further information about
interest income and interest expense.

Gains/(losses) on other principal transactions are included in the firm s Investing & Lending segment. See Note 25
for net revenues, including net interest income, by product type for Investing & Lending, as well as the amount of
net interest income included in Investing & Lending.

Gains/(losses) are not representative of the manner in which the firm manages its business activities because many
of the firm s market-making and client facilitation strategies utilize financial instruments 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 longer-term derivatives across product types are sensitive to changes in interest rates and
may be economically hedged with interest rate swaps. Similarly, a significant portion of the firm s cash instruments
and derivatives across product types has exposure to foreign currencies and may be economically hedged with
foreign currency contracts.

14 Goldman Sachs September 2016 Form 10-Q
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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
liability in an orderly transaction between market participants at the measurement date. Financial assets are marked to
bid prices and financial liabilities are marked to offer prices. Fair value measurements do not include transaction costs.
The firm measures certain financial assets and financial liabilities as a portfolio (i.e., based on its net exposure to
market and/or credit risks).

The best evidence of fair value is a quoted price in an active market. If quoted prices in active markets are not
available, fair value is determined by reference to prices for similar instruments, quoted prices or recent transactions in
less active markets, or internally developed models that primarily use market-based or independently sourced
parameters as inputs including, but not limited to, interest rates, volatilities, equity or debt prices, foreign exchange
rates, commodity prices, credit spreads and funding spreads (i.e., the spread, or difference, between the interest rate at
which a borrower could finance a given financial instrument relative to a benchmark interest rate).

U.S. GAAP has a three-level fair value hierarchy for disclosure of fair value measurements. The fair value hierarchy
prioritizes inputs to the valuation techniques used to measure fair value, giving the highest priority to level 1 inputs
and the lowest priority to level 3 inputs. A financial instrument s level in the fair value hierarchy is based on the lowest
level of input that is significant to its fair value measurement. 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.
Level 3. One or more inputs to valuation techniques are significant and unobservable.

The fair values for substantially all of the firm s financial assets and financial liabilities are based on observable prices
and inputs and are classified in levels 1 and 2 of the fair value hierarchy. Certain level 2 and level 3 financial assets
and financial liabilities may require appropriate valuation adjustments that a market participant would require to arrive
at fair value for factors such as counterparty and the firm s credit quality, funding risk, transfer restrictions, liquidity
and bid/offer spreads. Valuation adjustments are generally based on market evidence.

See Notes 6 through 8 for further information about fair value measurements of cash instruments, derivatives and
other financial assets and financial liabilities accounted for at fair value primarily under the fair value option

(including information about unrealized gains and losses related to level 3 financial assets and financial liabilities, and
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transfers in and out of level 3), respectively.

The table below presents financial assets and financial liabilities accounted for at fair value under the fair value option
or in accordance with other U.S. GAAP. Counterparty and cash collateral netting represents the impact on derivatives
of netting across levels of the fair value hierarchy. Netting among positions classified in the same level is included in
that level.

As of

September June December
$ in millions 2016 2016 2015
Total level 1 financial assets $ 146,775 $ 129,627 $153,051
Total level 2 financial assets 426,203 451,127 432,445
Total level 3 financial assets 24,289 24,732 24,046
Investments in funds at NAV 6,859 7,008 7,757
Counterparty and cash collateral netting (100,211) (102,715) (90,612)
Total financial assets at fair value $ 503,915 $ 509,779 $526,687
Total assets $ 879,987 $ 896,843 $861,395
Total level 3 financial assets divided by:
Total assets 2.8% 2.8% 2.8%
Total financial assets at fair value 4.8 % 4.9% 4.6%
Total level 1 financial liabilities $ 62,631 $ 62,841 $ 59,798
Total level 2 financial liabilities 243,800 256,973 245,759
Total level 3 financial liabilities 19,021 19,335 16,812
Counterparty and cash collateral netting (50,650) (51,496) (41,430)
Total financial liabilities at fair value $ 274,802 $ 287,653 $280,939
Total level 3 financial liabilities divided by:
Total financial liabilities at fair value 6.9 % 6.7% 6.0%

In the table above, Total assets includes $855 billion, $872 billion and $836 billion as of September 2016, June 2016
and December 2015, respectively, that is carried at fair value or at amounts that generally approximate fair value.

The table below presents a summary of level 3 financial assets.

As of
September June December
$ in millions 2016 2016 2015
Cash instruments $ 18,141 $ 18,131 $ 18,131
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Derivatives 6,093 6,553 5,870
Other financial assets 55 48 45
Total $ 24,289 $ 24,732 $ 24,046

Level 3 financial assets as of September 2016 were essentially unchanged compared with June 2016 and
December 2015. See Notes 6 through 8 for further information about level 3 financial assets.
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Note 6.

Cash Instruments

Cash instruments include U.S. government and federal agency obligations, non-U.S. government and agency
obligations, mortgage-backed loans and securities, bank loans and bridge loans, corporate debt securities, equities and
convertible debentures, investments in funds at NAV, and other non-derivative financial instruments owned and
financial instruments sold, but not yet purchased. See below for the types of cash instruments included in each level of
the fair value hierarchy and the valuation techniques and significant inputs used to determine their fair values. See
Note 5 for an overview of the firm s fair value measurement policies.

Level 1 Cash Instruments

Level 1 cash instruments include U.S. government obligations and most non-U.S. government obligations, actively
traded listed equities, certain government agency obligations and money market instruments. These instruments are
valued using quoted prices for identical unrestricted instruments in active markets.

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

Level 2 Cash Instruments

Level 2 cash instruments include commercial paper, certificates of deposit, time deposits, most government agency
obligations, certain non-U.S. government obligations, most corporate debt securities, commodities, certain
mortgage-backed loans and securities, certain bank loans and bridge loans, restricted or less liquid listed equities, most
state and municipal obligations and certain lending commitments.

Valuations of level 2 cash instruments can be verified to quoted prices, recent trading activity for identical or similar
instruments, broker or dealer quotations or alternative pricing sources with reasonable levels of price transparency.
Consideration is given to the nature of the quotations (e.g., indicative or firm) and the relationship of recent market
activity to the prices provided from alternative pricing sources.

Valuation adjustments are typically made to level 2 cash instruments (i) if the cash instrument is subject to transfer
restrictions and/or (ii) for other premiums and liquidity discounts that a market participant would require to arrive at
fair value. Valuation adjustments are generally based on market evidence.

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

Valuation Techniques and Significant Inputs of Level 3 Cash Instruments

Valuation techniques of level 3 cash instruments vary by instrument, but are generally based on discounted cash flow
techniques. The valuation techniques and the nature of significant inputs used to determine the fair values of each type
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 properties, and

may include tranches of varying levels of subordination. Significant inputs are generally determined based on relative
value analyses and include:

Transaction prices in both the underlying collateral and instruments with the same or similar underlying collateral
and the basis, or price difference, to such prices;
Market yields implied by transactions of similar or related assets and/or current levels and changes in market

indices such as the CMBX (an index that tracks the performance of commercial mortgage bonds);

16  Goldman Sachs September 2016 Form 10-Q
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A measure of expected future cash flows in a default 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 instruments; and

Timing of expected future cash flows (duration) which, in certain cases, may incorporate the impact of other
unobservable 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 include tranches of varying levels of
subordination. Significant inputs are generally determined based on relative value analyses, which incorporate
comparisons to instruments with similar collateral and risk profiles. Significant inputs include:

Transaction prices in both the underlying collateral and instruments with the same or similar underlying collateral;

Market yields implied by transactions of similar or related assets;

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

Duration, driven by underlying loan prepayment speeds and residential property liquidation timelines.
Bank Loans and Bridge Loans. Significant inputs are generally determined based on relative value analyses, which
incorporate comparisons both to prices of credit default swaps that reference the same or similar underlying
instrument or entity and to other debt instruments for the same issuer for which observable prices or broker quotations
are available. Significant inputs include:

Market yields implied by transactions of similar or related assets and/or current levels and trends of market indices
such as CDX and LCDX (indices that track the performance of corporate credit and loans, respectively);

Current performance and recovery assumptions and, where the firm uses credit default swaps to value the related
cash instrument, the cost of borrowing the underlying reference obligation; and
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Duration.
Equities and Convertible Debentures (Including Private Equity Investments and Investments in Real Estate
Entities). Recent third-party completed or pending transactions (e.g., 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 multiples) and public comparables;

Transactions in similar instruments;

Discounted cash flow techniques; and

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

Market and transaction multiples;

Discount rates, growth rates and capitalization rates; and

For equity instruments with debt-like features, market yields implied by transactions of similar or related assets,

current performance and recovery assumptions, and duration.
Other Cash Instruments. Other cash instruments consists of commercial paper, certificates of deposit, time deposits
and other money market instruments; non-U.S. government and agency obligations; corporate debt securities; state
and municipal obligations; and other debt obligations. Significant inputs are generally determined based on relative
value analyses, which incorporate comparisons both to prices of credit default swaps that reference the same or similar
underlying instrument or entity and to other debt instruments for the same issuer for which observable prices or broker
quotations are available. Significant inputs include:

Market yields implied by transactions of similar or related assets and/or current levels an