s Excess Liquidity

Our most important liquidity policy is to pre-fund what we estimate will be our potential cash needs during a liquidity
crisis and hold such excess liquidity in the form of unencumbered, highly liquid securities that may be sold or pledged
to provide same-day liquidity. This “Global Core Excess” is intended to allow us to meet immediate obligations without
needing to sell other assets or depend on additional funding from credit-sensitive markets. We believe that this pool of
excess liquidity provides us with a resilient source of funds and gives us significant flexibility in managing through a
difficult funding environment. Our Global Core Excess reflects the following principles:

» The first days or weeks of a liquidity crisis are the most critical to a company’s survival.

* Focus must be maintained on all potential cash and collateral outflows, not just disruptions to financing flows.
Our businesses are diverse, and our cash needs are driven by many factors, including market movements,
collateral requirements and client commitments, all of which can change dramatically in a difficult funding
environment.

» During a liquidity crisis, credit-sensitive funding, including unsecured debt and some types of secured financing
agreements, may be unavailable, and the terms or availability of other types of secured financing may change.

* As aresult of our policy to pre-fund liquidity that we estimate may be needed in a crisis, we hold more
unencumbered securities and have larger unsecured debt balances than our businesses would otherwise
require. We believe that our liquidity is stronger with greater balances of highly liquid unencumbered securities,
even though it increases our unsecured liabilities and our funding costs..

The size of our Global Core Excess is based on an internal liquidity model together with a qualitative assessment of
the condition of the financial markets and of Goldman Sachs. Our liquidity model identifies and estimates contractual
and contingent cash and collateral outflows over a short-term horizon in a liquidity crisis, including, but not limited to:

* upcoming maturities of unsecured debt and letters of credit;

» potential buybacks of a portion of our outstanding negotiable unsecured debt and potential withdrawals of client
deposits;
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* adverse changes in the terms or availability of secured funding;

» derivatives and other margin and collateral outflows, including those due to market moves;
» potential cash outflows associated with our prime brokerage business;

» additional collateral that could be called in the event of a two-notch downgrade in our credit ratings;

» draws on our unfunded commitments not supported by William Street Funding Corporation @ ; and
» upcoming cash outflows, such as tax and other large payments.

The following table sets forth the average loan value (the estimated amount of cash that would be advanced by
counterparties against these securities), as well as overnight cash deposits, of our Global Core Excess:

Three Months Year Ended

Ended June November
2009 2008
(in millions)
U.S. dollar-denominated .. . . ... ... ... i $128,434 $78,048
Non-U.S. dollar-denominated . ............. ... .. .. .......... 42,514 18,677
Total Global Core EXcess . . .. ... .. it i e e $170,948 $96,725

@ The Global Core Excess excludes liquid assets of $4.56 billion held separately by William Street Funding Corporation. See Note 8 to the condensed consolidated

financial statements in Part |, Item 1 of this Quarterly Report on Form 10-Q for further information regarding the William Street credit extension program.
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The U.S. dollar-denominated excess is comprised of only unencumbered U.S. government securities, U.S.
agency securities and highly liquid U.S. agency mortgage-backed securities, all of which are eligible as collateral in
Federal Reserve open market operations, as well as overnight cash deposits. Our non-U.S. dollar-denominated
excess is comprised of only unencumbered French, German, United Kingdom and Japanese government bonds and
overnight cash deposits in highly liquid currencies. We strictly limit our Global Core Excess to this narrowly defined list
of securities and cash because we believe they are highly liquid, even in a difficult funding environment. We do not
believe that other potential sources of excess liquidity, such as lower-quality unencumbered securities or committed
credit facilities, are as reliable in a liquidity crisis.

We maintain our Global Core Excess to enable us to meet current and potential liquidity requirements of our
parent company, Group Inc., and all of its subsidiaries. The amount of our Global Core Excess is driven by our
assessment of potential cash and collateral outflows, regulatory obligations and the currency and timing requirements
of our global business model. In addition, we recognize that our Global Core Excess held in a regulated entity may not
be available to our parent company or other subsidiaries and therefore may only be available to meet the potential
liquidity requirements of that entity.

In addition to our Global Core Excess, we have a significant amount of other unencumbered securities as a
result of our business activities. These assets, which are located in the U.S., Europe and Asia, include other
government bonds, high-grade money market securities, corporate bonds and marginable equities. We do not include
these securities in our Global Core Excess.

We maintain our Global Core Excess and other unencumbered assets in an amount that, if pledged or sold,
would provide the funds necessary to replace at least 110% of our unsecured obligations that are scheduled to mature
(or where holders have the option to redeem) within the next 12 months. We assume conservative loan values that are
based on stress-scenario borrowing capacity and we regularly review these assumptions asset class by asset class.
The estimated aggregate loan value of our Global Core Excess, as well as overnight cash deposits, and our other
unencumbered assets averaged $220.77 billion and $163.41 billion for the three months ended June 2009 and year
ended November 2008, respectively.




