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Report of Independent Registered Public Accounting Firm

To the Board of Directors and the Shareholders of
The Goldman Sachs Group, Inc.:

In our opinion, the consolidated financial statements listed
in the accompanying index present fairly, in all material
respects, the financial position of The Goldman Sachs
Group, Inc. and its subsidiaries (the Company) at
December 31, 2013 and 2012, and the results of its
operations and its cash flows for each of the three years in
the period ended December 31, 2013, in conformity with
accounting principles generally accepted in the United
States of America. Also in our opinion, the Company
maintained, in all material respects, effective internal
control over financial reporting as of December 31, 2013,
based on criteria established in Internal Control —
Integrated Framework (1992) issued by the Committee of
Sponsoring Organizations of the Treadway Commission
(COSO). The Company’s management is responsible for
these financial statements, for maintaining effective internal
control over financial reporting and for its assessment of the
effectiveness of internal control over financial reporting,
included in Management’s Report on Internal Control over
Financial Reporting appearing on page 121. Our
responsibility is to express opinions on these financial
statements and on the Company’s internal control over
financial reporting based on our audits. We conducted our
audits in accordance with the standards of the Public
Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the
audits to obtain reasonable assurance about whether the
financial statements are free of material misstatement and
whether effective internal control over financial reporting
was maintained in all material respects. Our audits of the
financial statements included examining, on a test basis,
evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles
used and significant estimates made by management, and
evaluating the overall financial statement presentation. Our
audit of internal control over financial reporting included
obtaining an understanding of internal control over
financial reporting, assessing the risk that a material
weakness exists, and testing and evaluating the design and
operating effectiveness of internal control based on the
assessed risk. Our audits also included performing such
other procedures as we considered necessary in the
circumstances. We believe that our audits provide a
reasonable basis for our opinions.

A company’s internal control over financial reporting is a
process designed to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance
with generally accepted accounting principles. A company’s
internal control over financial reporting includes those
policies and procedures that (i) pertain to the maintenance
of records that, in reasonable detail, accurately and fairly
reflect the transactions and dispositions of the assets of the
company; (ii) provide reasonable assurance that
transactions are recorded as necessary to permit
preparation of financial statements in accordance with
generally accepted accounting principles, and that receipts
and expenditures of the company are being made only in
accordance with authorizations of management and
directors of the company; and (iii) provide reasonable
assurance regarding prevention or timely detection of
unauthorized acquisition, use, or disposition of the
company’s assets that could have a material effect on the
financial statements.

Because of its inherent limitations, internal control over
financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in
conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

/s/ PRICEWATERHOUSECOOPERS LLP

New York, New York
February 27, 2014
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THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements

Note 28.

Employee Benefit Plans

The firm sponsors various pension plans and certain other
postretirement benefit plans, primarily healthcare and life
insurance. The firm also provides certain benefits to former
or inactive employees prior to retirement.

Defined Benefit Pension Plans and Postretirement

Plans

Employees of certain non-U.S. subsidiaries participate in
various defined benefit pension plans. These plans generally
provide benefits based on years of credited service and a
percentage of the employee’s eligible compensation. The
firm maintains a defined benefit pension plan for certain
U.K. employees. As of April 2008, the U.K. defined benefit
plan was closed to new participants, but continues to
accrue benefits for existing participants. These plans do not
have a material impact on the firm’s consolidated results
of operations.

The firm also maintains a defined benefit pension plan for
substantially all U.S. employees hired prior to
November 1, 2003. As of November 2004, this plan was
closed to new participants and frozen such that existing
participants would not accrue any additional benefits. In
addition, the firm maintains unfunded postretirement
benefit plans that provide medical and life insurance for
eligible retirees and their dependents covered under these
programs. These plans do not have a material impact on the
firm’s consolidated results of operations.

The firm recognizes the funded status of its defined benefit
pension and postretirement plans, measured as the
difference between the fair value of the plan assets and the
benefit obligation, in the consolidated statements of
financial condition. As of December 2013, “Other assets”
and “Other liabilities and accrued expenses” included
$179 million (related to overfunded pension plans) and
$482 million, respectively, related to these plans. As of
December 2012, “Other assets” and “Other liabilities and
accrued expenses” included $225 million (related to
overfunded pension plans) and $645 million, respectively,
related to these plans.

Defined Contribution Plans

The firm contributes to employer-sponsored U.S. and non-
U.S. defined contribution plans. The firm’s contribution to
these plans was $219 million for 2013, $221 million for
2012 and $225 million for 2011.

Note 29.

Employee Incentive Plans

The cost of employee services received in exchange for a
share-based award is generally measured based on the
grant-date fair value of the award. Share-based awards that
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
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 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.

Stock Incentive Plan

The firm sponsors a stock incentive plan, The Goldman
Sachs Amended and Restated Stock Incentive Plan
(2013) (2013 SIP), which provides for grants of incentive
stock options, nonqualified stock options, stock
appreciation rights, dividend equivalent rights, restricted
stock, RSUs, and other share-based awards, each of which
may be subject to performance conditions. On
May 23, 2013, shareholders approved the 2013 SIP. The
2013 SIP replaces The Goldman Sachs Amended and
Restated Stock Incentive Plan (SIP) previously in effect, and
applies to awards granted on or after the date of approval.
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THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements

The total number of shares of common stock that may be
delivered pursuant to awards granted under the 2013 SIP
cannot exceed 60 million shares, subject to adjustment for
certain changes in corporate structure as permitted under
the 2013 SIP. The 2013 SIP will terminate on the date of the
annual meeting of shareholders that occurs in 2016. As of
December 2013, 59.3 million shares were available for
grant under the 2013 SIP.

Restricted Stock Units

The firm grants RSUs to employees under the 2013 SIP,
which are valued based on the closing price of the
underlying shares on the date of grant after taking into
account a liquidity discount for any applicable post-vesting
transfer restrictions. RSUs generally vest and underlying
shares of common stock deliver as outlined in the
applicable RSU agreements. Employee RSU agreements
generally provide that vesting is accelerated in certain
circumstances, such as on retirement, death, disability and
conflicted employment. Delivery of the underlying shares of
common stock is conditioned on the grantees satisfying
certain vesting and other requirements outlined in the
award agreements. The table below presents the activity
related to RSUs.

Restricted Stock
Units Outstanding

Weighted Average Grant-Date
Fair Value of Restricted Stock

Units Outstanding

Future
Service

Required

No Future
Service

Required

Future
Service

Required

No Future
Service

Required

Outstanding, December 2012 8,689,521 4 15,390,351 $116.07 $121.99

Granted 1, 2 6,230,961 11,226,808 125.49 120.98

Forfeited (785,926) (152,194) 120.54 117.56

Delivered 3 — (11,369,831) — 129.01

Vested 2, 4 (5,907,687) 5,907,687 121.45 121.45

Outstanding, December 2013 8,226,869 4 21,002,821 118.91 117.53

1. The weighted average grant-date fair value of RSUs granted during 2013, 2012 and 2011 was $122.59, $84.72 and $141.21, respectively. The fair value of the RSUs

granted during 2013, 2012 and 2011 includes a liquidity discount of 13.7%, 21.7% and 12.7%, respectively, to reflect post-vesting transfer restrictions of up to

4 years.

2. The aggregate fair value of awards that vested during 2013, 2012 and 2011 was $2.26 billion, $1.57 billion and $2.40 billion, respectively.

3. Includes RSUs that were cash settled.

4. Includes restricted stock subject to future service requirements as of December 2013 and December 2012 of 4,768 and 276,317 shares, respectively. 271,549

shares of restricted stock vested during 2013.

In the first quarter of 2014, the firm granted to its
employees 13.8 million year-end RSUs, of which
4.2 million RSUs require future service as a condition of
delivery. These awards are subject to additional conditions
as outlined in the award agreements. Generally, shares
underlying these awards, net of required withholding tax,
deliver over a three-year period but are subject to post-
vesting transfer restrictions through January 2019. These
grants are not included in the above table.

Stock Options

Stock options generally vest as outlined in the applicable
stock option agreement. No options have been granted
since 2010. In general, options expire on the tenth
anniversary of the grant date, although they may be subject
to earlier termination or cancellation under certain
circumstances in accordance with the terms of the
applicable stock option agreement and the SIP in effect at
the time of grant.
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THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements

The table below presents the activity related to stock options.

Options
Outstanding

Weighted Average
Exercise Price

Aggregate
Intrinsic Value

(in millions)

Weighted Average
Remaining Life

(years)

Outstanding, December 2012 43,217,111 $ 99.51 $1,672 5.55

Exercised (579,066) 112.43

Forfeited (71,865) 78.78

Expired (939) 96.08

Outstanding, December 2013 42,565,241 99.37 3,465 4.60

Exercisable, December 2013 42,565,241 99.37 3,465 4.60

The total intrinsic value of options exercised during
2013, 2012 and 2011 was $26 million, $151 million and
$143 million, respectively. The table below presents
options outstanding.

Exercise Price
Options

Outstanding

Weighted
Average
Exercise

Price

Weighted
Average

Remaining
Life

(years)

$ 75.00 - $ 89.99 34,002,081 $ 78.78 5.00

90.00 - 119.99 — — —

120.00 - 134.99 2,527,036 131.64 1.92

135.00 - 149.99 — — —

150.00 - 164.99 55,000 154.16 0.17

165.00 - 194.99 — — —

195.00 - 209.99 5,981,124 202.27 3.48

Outstanding,

December 2013 42,565,241 99.37 4.60

As of December 2013, there was $475 million of total
unrecognized compensation cost related to non-vested
share-based compensation arrangements. This cost is
expected to be recognized over a weighted average period
of 1.54 years.

The table below presents the share-based compensation and
the related excess tax benefit/(provision).

Year Ended December

in millions 2013 2012 2011

Share-based compensation $2,039 $1,338 $2,843

Excess net tax benefit related to

options exercised 3 53 55

Excess net tax benefit/(provision) related

to share-based awards 1 94 (11) 138

1. Represents the net tax benefit/(provision) recognized in additional paid-in

capital on stock options exercised and the delivery of common stock

underlying share-based awards.
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