2010 Annual Report

i,ll."ll[ T il e {I\I == : ': e ¥ . -
| | | s '.r_.._.. ; " !
ell ' N m v
‘ S | j .
\ |
Q !

.

T

w

{ =




The Goldman Sachs Business Principles

Our clients’ interests always come first.

We stress teamwork in everything we do.

Our experience shows that if we serve our clients well, our own
success will follow.

Our assets are our people, capital and reputation.

If any of these is ever diminished, the last is the most difficult
to restore. We are dedicated to complying fully with the letter
and spirit of the laws, rules and ethical principles that govern us.
Our continued success depends upon unswerving adherence

to this standard.

Our goal is to provide superior returns to
our shareholders.

Profitability is critical to achieving superior returns, building
our capital, and attracting and keeping our best people.
Significant employee stock ownership aligns the interests of our
employees and our shareholders.

We take great pride in the professional quality
of our work.

We have an uncompromising determination to achieve excellence
in everything we undertake. Though we may be involved in a
wide variety and heavy volume of activity, we would, if it came
to a choice, rather be best than biggest.

We stress creativity and imagination in
everything we do.

While recognizing that the old way may still be the best way, we
constantly strive to find a better solution to a client’s problems.
We pride ourselves on having pioneered many of the practices
and techniques that have become standard in the industry.

We make an unusual effort to identify and recruit
the very best person for every job.

Although our activities are measured in billions of dollars,
we select our people one by one. In a service business, we know
that without the best people, we cannot be the best firm.

We offer our people the opportunity to move ahead
more rapidly than is possible at most other places.

Advancement depends on merit and we have yet to find the
limits to the responsibility our best people are able to assume.
For us to be successful, our men and women must reflect the
diversity of the communities and cultures in which we operate.
That means we must attract, retain and motivate people
from many backgrounds and perspectives. Being diverse is not
optional; it is what we must be.

While individual creativity is always encouraged, we have
found that team effort often produces the best results. We have
no room for those who put their personal interests ahead of
the interests of the firm and its clients.

The dedication of our people to the firm and
the intense effort they give their jobs are greater
than one finds in most other organizations.

We think that this is an important part of our success.

We consider our size an asset that we try
hard to preserve.

We want to be big enough to undertake the largest project

that any of our clients could contemplate, yet small enough to
maintain the loyalty, the intimacy and the esprit de corps that we
all treasure and that contribute greatly to our success.

We constantly strive to anticipate the rapidly
changing needs of our clients and to develop new
services to meet those needs.

We know that the world of finance will not stand still and that
complacency can lead to extinction.

We regularly receive confidential information as part
of our normal client relationships.

To breach a confidence or to use confidential information
improperly or carelessly would be unthinkable.

Our business is highly competitive, and we
aggressively seek to expand our client relationships.

However, we must always be fair competitors and must never
denigrate other firms.

Integrity and honesty are at the heart of our business.

We expect our people to maintain high ethical standards in
everything they do, both in their work for the firm and in their
personal lives.



Progress can take many forms: the capital that
powers an innovation, the foresight that results in
a new business, or the results that enable society
to grow and prosper. At Goldman Sachs, we
define progress in terms of how our people help
move things forward for clients and communities.
Progress is everyone’s business.
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Letter to Shareholders

Fellow Sharebolders:

2010 was a period of strong performance for
Goldman Sachs in the context of a challenging year.
We contended with uncertainty about the outlook for
the global economy, questions about the future of
regulation and significant scrutiny of our industry and
Goldman Sachs. Despite these considerable challenges,
our results were driven by two related and critical
factors: (1) our clients, who turned to Goldman Sachs
for advice and execution across a broad set of global
businesses and (2) the focused commitment and dedication
of our people to serving our clients’ needs and to
strengthening our culture of teamwork and excellence.
For 2010, the firm generated net revenues of
$39.2 billion with net earnings of $8.4 billion. Diluted
earnings per common share were $13.18 and our
return on average common shareholders’ equity was
13.1 percent, excluding the U.K. bank payroll tax, the
SEC settlement and the impairment of our New York
Stock Exchange Designated Market Maker rights. Book
value per common share increased 10 percent during
2010, and has grown from $20.94 at the end of our
first year as a public company in 1999 to $128.72,
a compounded annual growth rate of 18 percent over
this period.

The Business Standards Committee

When we wrote to you last year, few would have
predicted what the firm would experience and have to
work through in 2010. The SEC charge, a high-profile
congressional hearing and extraordinary press attention
punctuated a period of scrutiny and criticism. Having
faced those challenges, we also believe that few would
have predicted that Goldman Sachs would execute for
our clients and otherwise perform like we have. We want
to thank our shareholders for believing in Goldman Sachs,
our clients for supporting us and our people for their
steadfastness and teamwork.
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Still, we have heard the criticisms loudly and clearly.
At the very least, we must have presented ourselves in a
way that made us susceptible to being criticized. And,
as the year progressed, it became increasingly clear that
there was a disconnect between how we as a firm viewed
ourselves and how the broader public perceived our role
and activities in the market. We recognized this as an
opportunity to initiate a process of introspection and
thorough self-assessment to consider how we can
and should improve.

Through the Business Standards Committee (BSC),
we examined what we do and how we do it. As
part of this process, we drew on the important input
of more than 200 clients who were surveyed through
non-attributable, in-depth, in-person discussions
conducted by an independent consulting firm.

We made recommendations for change spanning
client service, conflicts and business selection, structured
products, transparency and disclosure, committee
governance and training and professional development.

One particular area of interest for our shareholders
has been the changes we made in our financial reporting
and disclosure. First, we reorganized our reporting
segments to provide greater clarity and visibility on the
critical importance of our client franchise and client
facilitation to our results. Second, we are supplementing
our balance sheet with a more simplified presentation
that generally allocates assets to our businesses and
shows the firm’s excess liquidity position. Third, we are
describing in greater detail our overall risk management
structure, culture and processes. And, lastly, we are
providing additional disclosure related to credit risk,
operational risk and capital adequacy.

More generally, we also have increased our
engagement with a broad range of constituencies to
communicate the roles we play on behalf of our
clients and services we provide to support economic
growth and opportunity.



Letter to Shareholders

When we look back on 2010, we believe that what

will have the most important and lasting impact on

Goldman Sachs and what we will be most proud of is the
work of the Business Standards Committee and what it
represents—a fundamental re-commitment to our clients;
a re-commitment to reputational excellence associated with
everything the firm does; a re-commitment to transparency
of our business performance and risk management
practices; a re-commitment to strong, accountable
processes that re-emphasize the importance of appropriate
behavior and doing the right thing; and a re-commitment
to making Goldman Sachs a better institution.

In the life of every institution, there are important
moments in which its mission and processes can and
should be re-invigorated. To this end, we know our people
are already acting on the BSC’s recommendations and
embracing their spirit.

The work of the BSC and the priority on having the
highest quality business standards and practices are a
powerful basis from which we are able to focus on the
future—to identify the opportunities where we can
most effectively serve our clients and use our skills and
experience to support our mission of allocating capital

in order to fund growth and innovation.

LEFT:
Lloyd C. Blankfein
Chairman and

Chief Executive Officer

RIGHT:
Gary D. Cohn
President and
Chief Operating Officer

Our Mission

As we write to you in early 2011, the global economy
appears to be improving—recovery is beginning to take
hold. While economies continue to face a number of
challenges, especially in the labor market, we are seeing
client activity across our businesses picking up. Many of
the CEOs we advise around the world are expressing
greater confidence in the rate of future growth and

are more oriented to making capital expenditures and
other investments.

Goldman Sachs plays important roles as an advisor
and financier to help companies raise capital to grow
existing businesses and invest in new ones. These roles
are part of a process that is at the heart of stimulating
economic growth and stability.

Additionally, as a market maker and risk manager,
we help governments, corporations and investing
institutions buy and sell financial instruments in order to
realize their investment objectives. As an asset manager,
we help companies, pension funds, mutual funds,
individual investors and others preserve and grow their

financial assets.
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Letter to Shareholders

In many respects, our job is to match the capital of
our investing clients—who aim to grow the savings of
millions of people—with the needs of our corporate and
government clients—who rely on financing to generate
growth, create jobs and deliver products and services.
On either side of this equation, we often will assume
and manage risks from our clients so that they can
concentrate on their underlying businesses.

Economies need strong, healthy financial institutions
to do their critical part to help spur growth and
innovation. Goldman Sachs is ready to support and help
galvanize capital raising, investment, strategic planning

and, more broadly, economic activity.

Trends, Growth and Opportunities

The global economy, financial markets and the financial
services industry continue to deal with the significant
effects of the financial crisis. However, we believe it is
important to recognize the structural trends that
remain unshaken and consider how Goldman Sachs is
positioned so that it can continue to meet our goal of
generating industry leading returns. While the nature of
our business does not lend itself to predictable earnings
on a quarterly basis, over the long term, we remain
committed to providing our shareholders with returns
on equity at or near the top of our industry while
continuing to grow book value and earnings per share.

Goldman Sachs’ ability to address and tap into
important economic and financial trends through our
roles as advisor, financier, market maker and asset
manager will be critical to fulfilling our mission to help
spur growth and perform strongly as a firm.

These continuing trends include technological
advancement, certain macro-economic and demographic
developments and the rise of the BRICs and other
growth markets. There has also been a necessary and
important focus on regulation, which will affect the
industry. At this point, however, it is impossible to say

to what extent with any degree of precision.
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We believe the core and durable elements of these
trends are beneficial and play to the strengths of our
firm. In the case of financial regulation, for example,
institutions will be required to hold more, high-quality
capital, and we are well-positioned in that regard. In
considering the rise of the BRICs, rapid income growth
and development will power the expansion of the global
capital markets. Our strengths—responding to change
nimbly, making long-term investments in our global
franchise and attracting and retaining talented people—
give us the best foundation from which we can
position the firm to realize the opportunities that will

ultimately emerge.

Regulation

The Dodd-Frank legislation and new capital and
liquidity requirements under Basel 3 are two of the more
significant outcomes from the recent focus on enhancing
financial stability. Given regulatory implementation is
only just beginning, we don’t yet know in detail how the
new rules will ultimately impact the industry. The broad
contours of new regulation, however, are clear: improve
the safety and soundness of the global financial system,
increase the transparency of derivatives markets, limit
certain investing activities and reduce the consequences
of a failure of a large financial institution.

In terms of the safety and soundness of the financial
system, Basel 3 guidelines have focused on bolstering the
capital and liquidity profiles of financial institutions to
better respond to shocks. With the global shift towards
higher levels of capital and liquidity, we believe our
conservative financial profile leaves us well positioned to
meet new regulatory requirements. We have significantly
bolstered our Basel 1 Tier 1 common ratio over the
past two years through earnings and capital raises. Over
90 percent of our total shareholders’ equity is in the

form of common equity.
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We also continue to maintain a very liquid balance
sheet, with our global liquidity pool during 2010
averaging $168 billion or nearly 20 percent of our total
assets. While the Basel Liquidity Coverage Ratio has yet
to be finalized, we believe we are comfortably in excess
of its minimum requirements. We will take advantage
of our strong position to continue to invest in long-term
growth opportunities and return excess capital to
shareholders as appropriate.

As part of reducing systemic risk relating to the
trading of OTC derivatives, there has been a lot of
focus on central clearing platforms. We have long been
supportive of central clearing because we believe it will
improve the safety of the system by reducing counterparty
risk—running more derivatives exposures through
the risk management and multilateral netting of
clearing houses will reduce the risk of firms being too
interconnected to fail. This also will contribute to
greater transparency, particularly for regulators.

While we believe that central clearing platforms
are very important, it is equally important that they be
well-run, with the right risk management, governance
and regulatory oversight. A central clearing house
may reduce counterparty risk; it certainly will not
eliminate it. In fact, because clearing houses represent
a concentration of financial activity, they may become
an even greater locus for systemic risk if not managed
well —exacerbating a problem they were meant to solve.
And, in the end, it is the capital of clearing members that
ultimately underpins the strength of the clearing house.

In terms of activity restrictions, the Volcker Rule
will restrict proprietary trading activities and many fund
investments. These businesses, historically, have not
been a substantial driver of the firm’s performance. In
response to the new rule, we have already liquidated
substantially all of the positions that had been held
within Goldman Sachs Principal Strategies, our long/
short proprietary trading desk, and we have commenced
the liquidation of the positions that had been held by
our Global Macro Proprietary Trading Desk, which
traded in the fixed income markets.

As regulators move to implement the Volcker Rule,
it will be important that market making—buying
and selling on behalf of our clients—is not materially
impacted. If activities essential to market making were
to be viewed as proprietary and impermissible, then
financial intermediaries will be unable to commit their
capital, which, at best, would reduce market liquidity
and increase the costs of transactions.

With respect to our merchant bank, its core activity—
investing for clients—will continue to be integral to our
overall strategy. As an investment bank, we are asked
by our clients to be an advisor, financier and supplier of
equity, mezzanine and debt capital. We can still meet
this client need with investment funds under the Volcker

Rule, but with less of our own money invested.

Technology

A second critical trend is technological innovation,
which has had a lasting impact on the structure and
efficiency of global capital markets. In short, technology
is a core part of our product offering and client
experience. Our ability to respond quickly and effectively
to address our clients’ needs with customized systems,
products and services helps differentiate the firm.

With that in mind, it is difficult to overstate the
importance of investing in this area. Technology is
our largest division with over 8,000 people, more than
double the size it was in 2000.

While there is significant uncertainty over how new
regulation will impact individual businesses or market
structure more broadly, what is certain is that technology
will play a central role. As such, we will continue to
focus on building off our best-in-class systems and
accelerating the transition of certain businesses to either
more high-touch or low-touch operating models.

A particular technological competitive advantage for
Goldman Sachs is that we have only one central risk
system, which is partially a byproduct of not having done
multiple, major acquisitions that often require merging

and retrofitting platforms.
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Regulation of the OTC derivatives market will drive
greater transparency and automation. Conventional
wisdom suggests that greater transparency pressures
margins and reduces profitability. While transparency
can reduce margins, it also introduces new opportunities
in the form of greater client participation and product
innovation. Both of these trends ultimately drive increased
volumes and revenues.

Realizing that no two markets evolve in exactly
the same way, we can draw parallels between the current
OTC derivative markets and our past experiences
in both Equities and Foreign Exchange. In the equity
markets, a series of events began in the late 1990s with
changes to NASDAQ order handling rules, followed
by decimalization in 2000 and improvements to price
execution and discovery in 2005.

Over time, commission rates and spreads declined
and volumes rose significantly. We invested in technology
to drive operating efficiencies and generate market share
gains. At the same time, our Equities headcount declined
from peak levels of nearly 5,000 during the tech bubble
to roughly 2,500 today. In addition, opportunities for
new product innovation and tailored hedging solutions
for clients are often a function of lower transaction
costs for the underlying instruments.

We saw similar trends in our FX business, where
today 98 percent of interdealer spot FX is traded
electronically across a diverse set of execution venues.
And, over the past five years, our G10 franchise volumes
have doubled and revenues have increased nearly
70 percent, while headcount is largely flat. As a result,
pre-tax margins are more than one and one-half

times higher.

6  Goldman Sachs 2010 Annual Report

Economic and Demographic Trends

Despite the significant upheavals caused by the financial
crisis, the expansion of the global economy continues.
Our research estimates that Global GDP will grow by
four percent per annum over the next 10 years, principally
driven by growth markets. The trend of urbanization also
continues, for example, with 400 million people projected
to move into Chinese urban centers by 2050. A growing
global middle class will likely result in an increasing
demand for commodities. Not surprisingly, there has been
a significant expansion of commodity rich economies like
the Middle East and Russia.

In developed economies, like Japan, aging populations
will continue to increase the level of pension assets.
In addition, pools of capital in sovereign wealth funds in
both developed and emerging economies are expected
to grow from $3 trillion to $10 trillion of assets in
the next decade. These concentrated pools of capital will
drive business opportunities for Goldman Sachs.

The Growth Markets

We view the BRICs and other growth markets as one
of the most significant opportunities for our global
franchise. If one thinks back to the sentiment right
after the worst of the financial crisis passed, many
commentators began to wonder if investors had put too
much faith in the ability of growth markets, including
China, to withstand particularly difficult economic
conditions. In fact, some growth markets started to see
significant outflows of capital.

Today, it is clear that the BRICs and other growth
economies are anchors for the global economy. As
tumultuous and significant as the financial crisis was, we
continue to believe that this will be the century of the
BRICs and other growth markets. If anything, our view
of the BRICs was validated by how well they performed

during the financial crisis.
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Over the last few years, we’ve generated roughly
50 percent of our revenues from the Americas, 30 percent
from Europe, and 20 percent from Asia. We believe this
revenue mix positions Goldman Sachs as one of the most
diverse of our U.S. peers. Another way to look at our
revenue composition is to differentiate between “developed
markets” such as the U.S. and Continental Europe, and
“growth markets” such as China and Brazil. While
reflecting a higher contribution from growth markets in
recent years, revenues in the growth markets since 2006
have represented 12 percent of total firmwide revenues—
with much more room to grow.

We believe that both GDP growth and the relative
fiscal stability of many growth countries are trends that
should drive revenue opportunities across all of our
businesses. In China and India, income growth and rapid
urbanization will drive significant infrastructure demand.
This projected investment exceeds $4 trillion in the next
decade, and much of it can be financed domestically.
Companies in growth markets are also becoming more
relevant global players. In China, for instance, the volume
of cross-border deals has grown more than five times
since 2005.

In addition, we’ve seen an extraordinary increase in
debt and equity underwriting volumes from growth
markets in the past 10 years as clients seek out financing
solutions to support their growth. Over the past five
years, we’ve seen nearly three times the number of capital
raisings in India than we saw in the previous 10.

The need to fund growth in China has also created
an extremely active local equity market. Total market
capitalization of Chinese companies has grown at a
compound annual rate of 33 percent from 2002 through
2010, and its global share is expected to more than
double to 28 percent over the next 20 years. There are
almost as many Asian companies with one billion dollar
plus market capitalization as there are such companies

in the U.S. and Europe combined.

Stable and growing capital markets also drive
opportunities for our market making businesses. In Latin
America, the number of our trading clients has increased
nearly 25 times over the last 10 years.

Finally, growth markets contain large and growing
pools of capital. Two hundred of the largest institutions
in Asia excluding Japan manage $14 trillion of assets,
but only 15 percent are current Goldman Sachs clients.
Growth markets also present important opportunities
for our private wealth management business. In
Latin America alone there are over 10,000 families with
investable assets in excess of $30 million.

Similar to developed markets, our success in growth
markets has been contingent upon our ability to attract
and retain strong talent. Since 2003, our headcount
in growth markets has increased by a compound annual
growth rate of 32 percent, while our firmwide headcount
has grown by only seven percent. Nearly 7,000 people,
or roughly 20 percent of our headcount, are domiciled
in growth markets.

In 2010, we recruited from 120 universities in
growth markets, and 15 percent of 2010 new hires are
from these economies versus eight percent just five years
ago. We are gratified that Goldman Sachs continues
to be an employer of choice in these markets and
around the world. Globally, in 2010, nearly 90 percent
of the full-time undergraduates and graduates as
well as summer recruits who received an offer from

Goldman Sachs accepted that offer.
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Corporate Engagement

Finally, we are pleased to report significant progress
over the course of 2010 across our strategic, public
engagement initiatives. Taken together, these initiatives
represent one of the largest corporate philanthropic
programs ever. Size, however, is not a substitute for
impact. We believe that these programs will produce
positive outcomes over many years. We are confident
that they will help thousands of individuals to have a
better chance of reaching their potential or securing their
future. They also galvanize our people to act and get
involved. They represent an effective model of corporate
engagement— leveraging the firm’s skills, business and
ability to bring different constituencies together and
create new partnerships. Lastly, creative and meaningful
initiatives help us to recruit and retain talented people
who are committed to making a difference in every
aspect of their lives.

10,000 Women

As we approach the third anniversary of 10,000 Women,
the program is today well on its way to providing a
business and management education to thousands of
underserved women globally. Binding together a global
network of over 70 world-class partners and operating
in 22 countries—from China to India, from Afghanistan
to the Americas, throughout Africa and the Middle East—
over 3,000 women have participated in the program

to date. We are very pleased that 10,000 Women is
having a real impact in the countries where it operates:
six months after graduation, nearly 71 percent of
alumnae have increased revenues and over 50 percent

have added new jobs.
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10,000 Small Businesses

10,000 Small Businesses, a $500 million, five-year

program aimed at catalyzing economic growth and job

creation potential in the United States, has already
reached nearly 200 small businesses, with partnerships
established in New York, Los Angeles, Long Beach,
New Orleans and Houston. Inaugural classes have
graduated from LaGuardia Community College in
Queens, New York, Los Angeles City College and
Long Beach Community College District. To help more
small businesses get the capital they need to grow, we are
partnering with Community Development Financial
Institutions (CDFIs) to provide loans to small businesses.
We are pleased to be working with the National
Development Council, Seedco Financial Services, Inc.,
Valley Economic Development Center, Inc. and Hope
Enterprise Corporation and look forward to joining
with additional CDFIs to create more access to capital.
And, consistent with the priority of pairing our
people with our programs, over 150 of our own people
have engaged directly with small business owners,
reviewing business plans, providing financial analysis
and offering strategic advice. We also have launched the
program in the United Kingdom, specifically in Leeds
and Manchester. This is the first initiative of its kind to
bring together small businesses and social enterprises
to offer a business education, mentoring and networking

to drive economic growth.
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Goldman Sachs Gives

Goldman Sachs Gives, our donor-advised fund
established in 2007, was infused with $500 million

in 2009 and $320 million in 2010. Compensation

was reduced to fund these charitable contributions.
Goldman Sachs Gives is already creating impact in four
strategic areas—increasing educational opportunities,
building and stabilizing communities, honoring service
and veterans and creating jobs and economic growth.
In 2010, over $210 million has been distributed to
nonprofit organizations across the four areas above
including over $40 million in support of need-based
financial aid, scholarships, and other educational
programs. Examples of commitments made in 2010
include: $20 million to the Harlem Children’s Zone, an
innovative and successful model for breaking the cycle
of generational poverty, focusing on a comprehensive
“cradle to college” approach; and, $20 million to
support a network of nonprofits helping wounded and
disabled veterans return to civilian life through job
placement, readiness, family support and counseling.

Conclusion

As in the past, our shareholder returns will continue to
be dependent on: (1) the pace and sustainability of global
economic growth; (2) the degree to which our clients are
active in the capital markets; (3) the broad set of
opportunities available to the firm and our ability to act
upon them; and (4) the strength of our culture, driven by
talented, innovative and team-oriented individuals.
Looking forward, we are confident that Goldman Sachs
is well-positioned to adapt and grow as economies,

markets and our clients’ needs evolve.

As we think about our industry in the last
30 years, it has often fought change fearing it was
revolution as opposed to evolution. The world evolves,
and for the financial services industry, the combination
of economic forces, regulation and technology will
mandate change producing more efficient markets, more
competitive firms and more resilient economies. Some
will fight change given the uncertainty that comes with
it, but embracing change early has been fundamental
to Goldman Sachs’ success.

In the last dozen years, Goldman Sachs has responded
to a number of developments. We went from being an
advisor to an integrated, larger scale provider of advice,
financing and co-investment; from a largely domestic firm
to a global one; from a smaller, private firm to a public
Fortune 50 company.

Being nimble is a very large part of our culture
and our success story. Staying close to our clients and
listening to their evolving needs reinforces our
willingness to accept and adapt to change. Of course, it
is impossible to predict the future. That is why our
enduring commitment to our client franchise and the
hard work, commitment and collaboration of our people

will remain cornerstones of our long-term success.

%é%____

Lloyd C. Blankfein
Chairman and Chief Executive Officer

A

Gary D. Cohn
President and Chief Operating Officer
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Progress for Poland’s Largest Life Insurer

Positioning for Growth

Andrzej Klesyk
President and Member
of Management Board,
PZU SA

Warsaw-based PZU SA, the largest insurance company in Central and
Eastern Europe, is a leader in life insurance, property/casualty insurance

and pension fund management, and serves approximately 16 million

clients. In 2010, Goldman Sachs helped to complete a successful IPO
that launched PZU on the path to becoming an independent company.
The IPO was an important part of Poland’s privatization program, and
generated funds for the Polish state to reinvest in the growth and
development of the country’s economy. At the same time, PZU’s largest
nongovernment shareholder, a Dutch financial services company, was able to sell shares through
the IPO and thus reduce its stake in the insurer.

Goldman Sachs, as one of the lead bookrunners, played a key role in executing the IPO in a way
that would meet the objectives of PZU, the government and the major shareholder. To gain the
interest of top investors, we helped PZU management to communicate to investors the company’s
strong franchise and its potential for profitable growth. We accomplished this in a challenging market
environment characterized by global concerns about several European economies. Our efforts led
to strong momentum for the offering, and ultimately, at the time of pricing, to the largest IPO in
Europe since 2007 —and the largest ever in Central Europe. This IPO was a significant step in
PZU’s growth objectives in an effort to further establish itself as a leader in the Central European
insurance sector. As part of our commitment to Central and Eastern Europe and consistent with
the strategy to focus on growth markets, Goldman Sachs International established in 2010 an
office in Warsaw, Poland.
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Progress for a Container Port

Supporting Job Creation

FROM LEFT TO RIGHT:
Standing: Emmett McCann,
Highstar Capital;

Mark Montgomery, Ports
America Chesapeake CEO;
Christopher Lee, Founder
and Managing Partner of
Highstar Capital and

Chris Beall, Highstar Capital.
Sitting: James Burchetta
and Brent Tasugi,

both Highstar Capital.

Ports America Group (PAG) is one of the largest independent port terminal
Ports America operators in the U.S. In 2010, with Goldman Sachs’ assistance, Ports
X*Ih;’i‘lfz’:;‘eUSA America Chesapeake (PAC), a PAG subsidiary, joined with the State of
i Maryland in a unique public-private partnership to expand a major
container ship terminal at the Port of Baltimore. The project involved
Baltimore’s Seagirt Marine Terminal (Seagirt), one of the leading cargo
facilities on the east coast of the U.S. With the widening of the Panama
Canal set to be completed in 2014, state and port officials believed that
Seagirt, given its natural deep-water harbor, would be well positioned to capture a share of the
increased trade from larger container ships, creating economic opportunities and employment. To be
competitive with other ports, however, Seagirt needed a major infrastructure upgrade; the challenge
became how to fund this upgrade without issuing debt during a time of economic hardship.
Working with PAC and Highstar Capital, the infrastructure private equity investor that owns PAG,
Goldman Sachs helped structure a transaction whereby PAC would lease and operate Seagirt for
50 years, while also committing 100 percent of the financing to upgrade the terminal. Goldman Sachs
assisted PAC in raising $249 million for the project through a series of investment-grade tax-exempt
bonds issued by a state agency. Maryland was able to use $140 million of the proceeds from this
financing for other transportation investments. Another novel feature of the transaction was that,
while the state agency issued the bonds, PAC is solely responsible for paying the debt service—so
Maryland bears no cost for the financing.
Public-private partnerships such as this have become proven tools in revitalizing critical
infrastructure and channeling investment into sustainable economic growth. The result: the Port of
Baltimore will have a state-of-the-art container facility, Maryland will receive substantial lease fees

and economic benefits, and nearly 6,000 jobs will be created.
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Progress for a Leading Pan-Asian Insurance Group

A New Beginning

I

Mark Tucker

Group Chief Executive
and President,

AIA Group Limited

One of the largest and oldest life insurers in Asia, ATA Group Limited
AIA Group (AIA) provides protection, savings and investment products for holders of

Limited
Hong Kong, China

over 23 million policies in the Asia Pacific region. In 2010, AIA listed its

shares on the Hong Kong Stock Exchange, giving investors, for the first
time, the opportunity for a direct investment in the leading franchise in
Asia’s fast-growing life insurance market. Goldman Sachs served as joint
global coordinator and joint bookrunner for this offering.
The firm played a key role in helping AIA to emphasize the value of
its franchise, its unique presence and scale in the region via a series of presentations to investors in
Asia, Europe and the U.S. At $20.5 billion, ATA was the largest IPO ever listed on a single stock
exchange, the third largest IPO globally and the world’s largest IPO in the insurance sector.
Goldman Sachs’ expertise guides clients such as ATA through the world’s capital markets. The
result was a successful IPO that reinforced AIA’s position as a leader in the Asian insurance sector,
while helping American International Group, its parent company, repay its governmental obligations
and position it for long-term growth.

14 Goldman Sachs 2010 Annual Report
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Progress for a Brazilian Oil Company

Enabling Exploration

Marcio R. Mello

Chief Executive Officer,
HRT Participacoes em
Petréleo S.A.

HRT Participagoes em Petréleo S.A. (HRT) had an ambitious plan:
HRT Participacdes to explore and develop oil fields in the Solimoes Basin of Brazil, its

em Petroleo S.A.
Rio de Janeiro, Brazil

home country, as well as offshore exploration areas in the Walvis and

Orange basins of Namibia. To finance its plan, the company turned to
Goldman Sachs, which helped HRT raise more than $1.5 billion
through an IPO in October 2010.

The company, founded as a G&G petroleum service company
in 2004, originally specialized in geological, geochemical and geophysical
studies and related services for most of the major oil companies in the world. In 2009, HRT saw the
opportunity to expand into exploration itself, acquired several exploration areas in the Solimoes
Basin and off the coast of Namibia, and set about creating the infrastructure to explore and develop
these extensive sedimentary basins. For its Brazilian prospects and leads, in particular, HRT will
employ several innovative approaches, using petroleum system modeling, horizontal drilling
technology and flexible pipelines that will minimize the impact on the environmentally sensitive
Amazon rainforest. The IPO seemed like the next natural step in the company’s transformation.

In marketing what was essentially a new exploration company, Goldman Sachs highlighted
HRT’s combination of strong, proven management and the potential of a significant natural resource
investment in a rapidly growing economy.

The IPO enabled HRT to begin funding its business transformation, providing the capital needed
to support the exploration, drilling and production process. HRT expects to drill 10 to 12 wells in
Brazil in 2011 and three wells in Namibia in 2012. This will hopefully lead to economic progress for
Brazil as well, helping meet the country’s increasing need for high-quality light crude oil while

creating a large number of jobs to support this major exploration effort.




Progress for a Major Japanese Life Insurer

Supporting International Expansion

Koichiro Watanabe
President and
Representative Director,
The Dai-ichi Life Insurance
Company, Limited

The Dai-ichi Life Insurance Company, Limited (Dai-ichi Life) has

- been a leader in the life insurance industry in Japan since 1902. While the

Insurance traditional life insurance market in Japan has generally not expanded

)

Company, Limited . . . . . .
Tokyo, Japan in recent years, Dai-ichi Life has grown by leveraging strong franchises in

fast-growing product areas, such as medical insurance and annuities sold

through banks. Through acquisitions and alliances, Dai-ichi Life has also *ﬁ‘ﬁ
j’ $;fh

extended its operations into growing markets in Asia, including Vietnam,
India, Thailand and Australia. In 2010, Dai-ichi Life sought our help to

convert from a mutual, policyholder-owned company to a publicly-owned corporation. The resulting

IPO was a key part of management’s strategic plan to expand internationally by creating publicly
traded shares that can be used for acquisitions beyond Japan’s shores.

Goldman Sachs served as joint bookrunner for the international component of the IPO. Building
on our strong presence in Japan, we assembled a transaction team across the firm globally to bring
the IPO to the market. The result was an $11.2 billion offering listed on the Tokyo Stock Exchange in
April 2010, with investor interest from global institutions as well as Japanese retail and institutional
investors. The transaction was the largest IPO in Japan since 1998.

The offering has already helped Dai-ichi Life to expand internationally, including through its
recently announced plans to acquire the remaining shares of its affiliated company in Australia that it
did not already own in late 2010. Longer term, the IPO will help Dai-ichi Life strengthen its access

to capital, enter high-potential markets and diversify revenues, benefiting its new shareholders.
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Investing in women-owned businesses is a powerful force for long-term
Rocars Silva « Soupe economic growth. The 10,000 Women initiative, launched by

Belo Horizonte, Brazil Goldman Sachs in 2008, is a $100 million, five-year program to provide
10,000 underserved women around the world with a business and
management education that they can put to work building opportunities
for themselves, their families and their communities.

Rosana Silva e Souza combined her entrepreneurial spirit with skills

gained from the 10,000 Women program to build a successful metal
fabrication company in Brazil. Born in a poor rural village, Rosana began working at the age of 10.
Later, a job as an assistant at a large metal fabrication company sparked a business idea. Joining with
two partners, and selling her car to pay for the start-up costs, she founded Universo Inox to make
steel sinks. She eventually bought out her partners and began to close some large sales.

Realizing that she needed to build her company on solid management skills, as well as on her
intuition and drive, Rosana turned to 10,000 Women. Through the program and its academic partner
Fundac¢io Dom Cabral, Rosana gained knowledge in areas such as financial management, marketing
and business planning. Since graduating, she has expanded into new product areas, begun exporting
to Europe, and increased revenues by 30 percent. Rosana now employs more than 20 people from
the surrounding farm community, and dreams of starting a school to give them the educational
opportunity that she nearly missed.

Today, 10,000 Women is working with women entrepreneurs like Rosana in more than
20 countries, including Afghanistan, Brazil, China, Egypt, India and Rwanda. Around the world, a
network of more than 70 academic and nongovernmental organization partners offers courses in
practical business skills such as business plan writing, accounting, marketing, contract negotiation
and accessing capital, along with mentoring and postgraduate support. Goldman Sachs people
volunteer their time and effort to help the women by offering their support and guidance.
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Progress for Small Businesses

Creating a Greener Cleaning Business

e, M. .

i
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In 2009, Goldman Sachs created the 10,000 Small Businesses initiative
Saudia Davis with the goal of unlocking the potential of entrepreneurs to create jobs ey
New York, USA and economic opportunity across the U.S. The $500 million initiative is e ——

supported by grants from The Goldman Sachs Foundation and loan
capital from Goldman Sachs.

Goldman Sachs, through the 10,000 Small Businesses initiative,
brings together three needed resources to help small business owners
grow— practical business management education, access to capital, and

mentoring. The program is executed in cities across the country through a network of community
colleges and community development financial institutions that offer business training and access
to capital. Mentoring and technical advice are provided by Goldman Sachs volunteers and local
business leaders.

In 2006, Saudia Davis decided to follow her dream of starting her own company. Inspired by the
memory of her grandmother, a house cleaner whose death from cancer Saudia attributed to a life of
working with harsh cleaning chemicals, Saudia opened an environmentally friendly cleaning service.
Saudia’s Brooklyn, N.Y.-based company, Greenhouse Eco-Cleaning, uses no toxic agents and checks
the allergies of clients and their pets to avoid using materials that might aggravate those conditions.

Saudia found that building her business would require not only a dream, but also a solid
foundation of management skills. She turned to 10,000 Small Businesses and its local partner
LaGuardia Community College, where she received training in areas such as accounting, operations
and marketing. More importantly, the program gave her a perspective on all of the elements needed
to create a thriving business, while Seedco Financial Services, Inc., the program’s NYC capital access
partner, provided a working capital loan. Since starting the program, she has more than doubled her
employee base, from five to 13 people.

America’s small businesses like Saudia’s are responsible for creating nearly two-thirds of the new
jobs in the U.S. But they face many obstacles along the way. 10,000 Small Businesses is designed to
help them overcome those obstacles and drive growth, prosperity and economic progress.

'r“
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Goldman Sachs people have long volunteered their time, energy and

financial resources to aid worthy causes and our local communities. To

Major Anthony Smith,

USS. Army (Retired) further that tradition, we established Goldman Sachs Gives, a charitable
organization funded by the firm and by donations from our current

and former partners to support the global not-for-profit community.
Goldman Sachs Gives was expanded through donations from the firm
of $500 million in 2009 and $320 million in 2010. Compensation was
reduced to fund these contributions, and the firm asks its participating
managing directors to make recommendations regarding potential charitable recipients for
the contributions.

Goldman Sachs Gives is primarily focused on four key areas: creating jobs and economic growth,
building and stabilizing communities, increasing educational opportunities, and honoring service
and veterans.

Helping disabled veterans return to civilian life is the role of The Mission Continues, a nonprofit
organization that is working with Goldman Sachs Gives to build a network of veterans’ service
organizations. The Mission Continues offers veterans job training and placement, personal and
professional development, and family support and counseling to aid the transition from military to
civilian life. Another important initiative is the Fellowship Program, which offers returning veterans
paid fellowships to help them use their skills to serve their communities.

Retired Major Anthony Smith is a fellow of The Mission Continues. Deployed in Iraq, he was hit
by a rocket-propelled grenade, suffering the loss of his right arm, wounds to his hip, leg muscles and
right kidney, and impairment of his vision and hearing. The Fellowship Program gave Anthony a new
purpose: to serve his Arkansas community by mentoring young people and teaching them martial
arts. Anthony hopes that his experience in the Fellowship Program will allow him to reengage with
the community and eventually pursue his dream of developing his own martial arts and fitness center
for low-income families.

- rE
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Progress for a City

Investing in Salt Lake City

In Salt Lake City, Utah, Goldman Sachs has become a major employer and corporate citizen. With a quality talent

pool and attractive business climate, Salt Lake City is home to more than 1,100 Goldman Sachs employees and is
the third-largest Goldman Sachs office in the Americas. In 2011, the Salt Lake City office 