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Risk and balance sheet management (continued)

Risk management: Credit risk
Credit risk is the risk of financial loss due to the failure of customers or counterparties to meet payment obligations.
The quantum and nature of credit risk assumed across the Group's different businesses varies considerably, while the
overall credit risk outcome usually exhibits a high degree of correlation with the macroeconomic environment.

Loans and advances to customers by industry and geography
The table below shows loans and advances to customers excluding reverse repos and assets of disposal groups.

30 June 2011 31 March 2011 31 December 2010

Core 
Non- 
Core Total Core 

Non- 
Core Total Core 

Non- 
Core Total 

£m £m £m £m £m £m £m £m £m 

Central and local
government 6,574 1,507 8,081 5,650 1,514 7,164 6,781 1,671 8,452 
Finance 47,545 5,038 52,583 47,797 7,559 55,356 46,910 7,651 54,561 
Residential
mortgages 144,400 5,509 149,909 142,920 5,678 148,598 140,359 6,142 146,501 
Personal lending 32,224 3,229 35,453 32,362 3,482 35,844 33,581 3,891 37,472 
Property 44,539 42,862 87,401 45,038 43,866 88,904 42,455 47,651 90,106 
Construction 8,525 3,070 11,595 9,011 3,231 12,242 8,680 3,352 12,032 
Manufacturing 24,068 6,293 30,361 24,621 6,295 30,916 25,797 6,520 32,317 
Service industries
and
  business activities
  - retail, wholesale
and repairs 22,123 2,598 24,721 22,185 2,802 24,987 21,974 3,191 25,165 
  - transport and
storage 15,243 6,449 21,692 15,402 7,090 22,492 15,946 8,195 24,141 
  - health, education
and
    recreation 16,707 1,547 18,254 16,391 1,460 17,851 17,456 1,865 19,321 
  - hotels and
restaurants 8,028 1,452 9,480 8,090 1,452 9,542 8,189 1,492 9,681 
  - utilities 7,487 2,010 9,497 7,679 2,016 9,695 7,098 2,110 9,208 
  - other 25,128 4,966 30,094 22,876 5,892 28,768 24,464 5,530 29,994 
Agriculture, forestry
and
  fishing 3,791 123 3,914 3,741 130 3,871 3,758 135 3,893 
Finance leases and
  instalment credit 8,353 7,920 16,273 8,061 8,119 16,180 8,321 8,529 16,850 
Interest accruals 715 176 891 673 193 866 831 278 1,109 

Gross loans 415,450 94,749 510,199 412,497 100,779 513,276 412,600 108,203 520,803 
Loan impairment (8,621)(12,006) (20,627) (8,287) (10,841) (19,128) (7,740) (10,315) (18,055)
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provisions

Net loans 406,829 82,743 489,572 404,210 89,938 494,148 404,860 97,888 502,748 

Key points
· Gross loans reduced by £10.6 billion in the first half of the year, of which £3.1 billion was in the second quarter,

principally due to disposals and restructuring and run-offs in Non-Core, partially offset by increased mortgage
lending in UK Retail.

· Unsecured lending decreased in the first half of the year, predominantly in UK Retail.

· Property lending decreased during the first half of the year in line with the continued focus on lower risk secured
lending.

· The decrease in transport and storage primarily reflects decreases in shipping and aviation.

Risk and balance sheet management (continued)

Risk management: Credit risk (continued)

Loans and advances to customers by industry and geography (continued)
The table below analyses loans and advances to customers excluding reverse repos and assets of disposal groups by
geography (by location of office).

30 June 2011 31 March 2011 31 December 2010

Core 
Non- 
Core Total Core 

Non- 
Core Total Core 

Non- 
Core Total 

£m £m £m £m £m £m £m £m £m 

UK
Central and local
government 5,945 91 6,036 5,144 104 5,248 5,728 173 5,901 
Finance 28,657 3,734 32,391 27,510 5,910 33,420 27,995 6,023 34,018 
Residential
mortgages 103,689 1,570 105,259 102,462 1,632 104,094 99,928 1,665 101,593 
Personal lending 22,205 358 22,563 22,278 451 22,729 23,035 585 23,620 
Property 36,584 27,182 63,766 36,419 28,322 64,741 34,970 30,492 65,462 
Construction 6,839 2,104 8,943 7,271 2,282 9,553 7,041 2,310 9,351 
Manufacturing 10,155 1,447 11,602 10,810 1,498 12,308 12,300 1,510 13,810 
Service industries
and
  business activities
  - retail, wholesale
and repairs 12,255 1,615 13,870 12,762 1,676 14,438 12,554 1,853 14,407 

7,905 3,844 11,749 8,354 4,390 12,744 8,105 5,015 13,120 
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  - transport and
storage
  - health, education
and
    recreation 12,678 835 13,513 12,572 951 13,523 13,502 1,039 14,541 
  - hotels and
restaurants 6,399 775 7,174 6,500 792 7,292 6,558 808 7,366 
  - utilities 3,418 908 4,326 3,705 1,088 4,793 3,101 1,035 4,136 
  - other 13,555 2,199 15,754 13,406 2,603 16,009 14,445 1,991 16,436 
Agriculture, forestry
and
  fishing 2,955 55 3,010 2,935 61 2,996 2,872 67 2,939 
Finance leases and
  instalment credit 5,578 7,161 12,739 5,565 7,431 12,996 5,589 7,785 13,374 
Interest accruals 365 21 386 371 48 419 415 98 513 

279,182 53,899 333,081 278,064 59,239 337,303 278,138 62,449 340,587 

Europe
Central and local
government 397 862 1,259 220 899 1,119 365 1,017 1,382 
Finance 2,642 719 3,361 3,768 821 4,589 2,642 1,019 3,661 
Residential
mortgages 20,224 640 20,864 19,892 684 20,576 19,473 621 20,094 
Personal lending 2,234 572 2,806 2,276 587 2,863 2,270 600 2,870 
Property 5,483 12,790 18,273 5,304 12,711 18,015 5,139 12,636 17,775 
Construction 1,163 864 2,027 1,246 851 2,097 1,014 873 1,887 
Manufacturing 5,669 4,253 9,922 6,167 4,139 10,306 5,853 4,181 10,034 
Service industries
and
  business activities
  - retail, wholesale
and repairs 4,058 767 4,825 4,074 847 4,921 4,126 999 5,125 
  - transport and
storage 5,330 970 6,300 4,932 1,013 5,945 5,625 1,369 6,994 
  - health, education
and
    recreation 1,373 445 1,818 1,383 355 1,738 1,442 496 1,938 
  - hotels and
restaurants 1,065 597 1,662 1,051 556 1,607 1,055 535 1,590 
  - utilities 1,536 654 2,190 1,425 591 2,016 1,412 623 2,035 
  - other 4,807 1,850 6,657 3,246 2,286 5,532 3,877 2,050 5,927 
Agriculture, forestry
and
  fishing 789 68 857 774 69 843 849 68 917 
Finance leases and
  instalment credit 264 620 884 265 688 953 370 744 1,114 
Interest accruals 135 98 233 76 85 161 143 101 244 

57,169 26,769 83,938 56,099 27,182 83,281 55,655 27,932 83,587 
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Risk and balance sheet management (continued)

Risk management: Credit risk (continued)

Loans and advances to customers by industry and geography (continued)

30 June 2011 31 March 2011 31 December 2010

Core 
Non- 
Core Total Core 

Non- 
Core Total Core 

Non- 
Core Total 

£m £m £m £m £m £m £m £m £m 

US
Central and local
government 164 15 179 169 38 207 263 53 316 
Finance 9,820 444 10,264 9,635 495 10,130 9,522 587 10,109 
Residential mortgages 20,020 3,093 23,113 20,084 3,243 23,327 20,548 3,653 24,201 
Personal lending 6,315 2,299 8,614 6,327 2,444 8,771 6,816 2,704 9,520 
Property 2,228 1,626 3,854 2,574 1,768 4,342 1,611 3,318 4,929 
Construction 445 68 513 420 63 483 442 78 520 
Manufacturing 6,113 64 6,177 5,614 80 5,694 5,459 143 5,602 
Service industries and
  business activities
  - retail, wholesale
and repairs 4,644 144 4,788 4,366 199 4,565 4,264 237 4,501 
  - transport and
storage 1,725 1,297 3,022 1,723 1,337 3,060 1,786 1,408 3,194 
  - health, education
and
    recreation 2,396 107 2,503 2,319 138 2,457 2,380 313 2,693 
  - hotels and
restaurants 455 71 526 487 90 577 486 136 622 
  - utilities 960 27 987 1,001 32 1,033 1,117 53 1,170 
  - other 4,195 425 4,620 3,809 465 4,274 4,042 577 4,619 
Agriculture, forestry
and
  fishing 25 - 25 26 - 26 31 - 31 
Finance leases and
  instalment credit 2,456 - 2,456 2,188 - 2,188 2,315 - 2,315 
Interest accruals 179 57 236 179 59 238 183 73 256 

62,140 9,737 71,877 60,921 10,451 71,372 61,265 13,333 74,598 

RoW
Central and local
government 68 539 607 117 473 590 425 428 853 
Finance 6,426 141 6,567 6,884 333 7,217 6,751 22 6,773 
Residential mortgages 467 206 673 482 119 601 410 203 613 
Personal lending 1,470 - 1,470 1,481 - 1,481 1,460 2 1,462 
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Property 244 1,264 1,508 741 1,065 1,806 735 1,205 1,940 
Construction 78 34 112 74 35 109 183 91 274 
Manufacturing 2,131 529 2,660 2,030 578 2,608 2,185 686 2,871 
Service industries and
  business activities
  - retail, wholesale
and repairs 1,166 72 1,238 983 80 1,063 1,030 102 1,132 
  - transport and
storage 283 338 621 393 350 743 430 403 833 
  - health, education
and
    recreation 260 160 420 117 16 133 132 17 149 
  - hotels and
restaurants 109 9 118 52 14 66 90 13 103 
  - utilities 1,573 421 1,994 1,548 305 1,853 1,468 399 1,867 
  - other 2,571 492 3,063 2,415 538 2,953 2,100 912 3,012 
Agriculture, forestry
and
  fishing 22 - 22 6 - 6 6 - 6 
Finance leases and
  instalment credit 55 139 194 43 - 43 47 - 47 
Interest accruals 36 - 36 47 1 48 90 6 96 

16,959 4,344 21,303 17,413 3,907 21,320 17,542 4,489 22,031 

Risk and balance sheet management (continued)

Risk management: Credit risk: REIL and PPL

The table below analyses the Group's risk elements in lending (REIL) and potential problem loans (PPL) and takes no
account of the value of any security held which could reduce the eventual loss should it occur, nor of any provisions.

30 June 2011 31 March 2011 31 December 2010

Core 
Non- 
Core Total Core 

Non- 
Core Total Core 

Non- 
Core Total 

£m £m £m £m £m £m £m £m £m 

Impaired loans (1)
  - UK 9,229 7,812 17,041 9,175 7,147 16,322 8,575 7,835 16,410 
  - Overseas 6,326 16,268 22,594 5,932 15,878 21,810 4,936 14,355 19,291 

15,555 24,080 39,635 15,107 23,025 38,132 13,511 22,190 35,701 

Accruing loans past
due
  90 days or more
(2)
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  - UK 1,487 583 2,070 1,545 752 2,297 1,434 939 2,373 
  - Overseas 415 230 645 366 246 612 262 262 524 

1,902 813 2,715 1,911 998 2,909 1,696 1,201 2,897 

Total REIL 17,457 24,893 42,350 17,018 24,023 41,041 15,207 23,391 38,598 
PPL (3) 354 127 481 324 202 526 473 160 633 

Total REIL and
PPL 17,811 25,020 42,831 17,342 24,225 41,567 15,680 23,551 39,231 

REIL as a % of
gross
  loans and
advances (4) 4.2% 26.1% 8.3% 4.1% 23.0% 7.9% 3.7% 20.7% 7.3% 
Provisions as a %
of REIL 50% 48% 49% 49% 45% 47% 51% 44% 47% 

Notes:
(1) Loans against which an impairment provision is held.
(2) Delisted and Suspended Stocks — A stock will be deleted as a constituent if it is delisted from all eligible exchanges,

becomes bankrupt, files for bankruptcy protection, is insolvent or is liquidated, or where evidence of a change in
circumstances makes it ineligible for index inclusion. If, however, a stock is suspended, Russell will determine its
treatment as follows:

•if a constituent is declared bankrupt without any indication of compensation to shareholders, the last traded price
will be adjusted to zero value and the constituent will be removed from the Russell 2000® Index with T+2 notice;
•in all other cases, a constituent will continue to be included in the Russell 2000® Index for a period of up to 20
business days at its last traded price;
•if a constituent continues to be suspended at the end of the 20 business day period, it will be subject to review and
a decision will be taken to either allow the constituent to remain in the Russell 2000® Index for a further period of
up to 20 business days or to remove it at zero value.  In making this determination, Russell will take into account
the stated reasons for the suspension. These reasons may include announcements made by the company regarding
a pending acquisition or restructuring, and any stated intentions regarding a date for the resumption of trading.
This procedure will be repeated at successive 20 business day intervals thereafter until either trading
recommences or the suspension period reaches 80 business days;
•if the suspension period reaches 80 business days, Russell will provide notice that the constituent will be removed
at zero value following the expiry of at least 40 business days;
•in certain limited circumstances where the index weight of the constituent is significant and Russell determines
that a market-related value can be established for the suspended constituent, for example because similar
company securities continue to trade, deletion may take place at the market-related

S-43
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value instead. In such circumstances, Russell will set out its rationale for the proposed treatment of the constituent
at the end of the 80 business day period;
•if, following the end of the 80 business day period, a suspended constituent resumes trading before the
Wednesday before the first Friday of March, June, September or December, the deletion notice will be rescinded
and the constituent will be retained in the Russell 2000® Index. If the constituent resumes trading after these dates
but before the review effective date, the constituent will continue to be removed from the Russell 2000® Index as
previously announced but in these circumstances the deletion may instead be implemented at market value; and
•if a constituent has been removed from the Russell 2000® Index and trading is subsequently restored, the
constituent will only be re-considered for inclusion after a period of 12 months from its deletion. For the purposes
of index eligibility it will be treated as a new issue.

Bankruptcy and Voluntary Liquidations — Companies that file for a Chapter 7 liquidation bankruptcy or have filed a
liquidation plan will be removed from the Russell 2000® Index at the time of the bankruptcy filing (except when
shareholder approval is required to finalize the liquidation plan, in which case the company will be removed once
shareholder approval has been granted); whereas companies filing for a Chapter 11 reorganization bankruptcy will
remain a member of the Russell 2000® Index, unless the company is delisted from the primary exchange, in which
case normal delisting rules apply. If a company files for bankruptcy, is delisted and it can be confirmed that it will
not trade on any market, including OTC, Russell may remove the stock at a nominal price of $0.0001.

Stock Distributions and distributions in specie— A price adjustment for stock distributions is applied on the ex-date
of the distribution. Where Russell is able to value a distribution in specie prior to the ex-date, a price adjustment is
made to the company paying the dividend at the open on the ex-date.  If no valuation of the distribution exists prior
to the ex-date, no price adjustment is applied.  Where the company whose holders are receiving the distribution is
an index member, its shares will be increased according to the terms of the distribution.  If such company is not an
index member, the distributed shares will be added to the Russell 2000® Index until they have been settled and
have listed, at which point they will be removed at the last traded price giving appropriate notice.

Special Cash Dividends — If a constituent pays out a special cash dividend, the price of the stock is adjusted to
deduct the dividend amount before the open on the ex-date. No adjustment for regular cash dividends is made in
the price return calculation of the Russell 2000® Index.  

Updates to Shares Outstanding and Free Float — Russell reviews the Russell 2000® Index quarterly for updates to
shares outstanding and to free floats used in calculating the Russell 2000® Index. The changes are implemented
quarterly in March, June, September and December after the close on the third Friday of such month. The June
reconstitution will be implemented on the last Friday of June (unless the last Friday occurs on the 29th or 30th of
the month, in which case reconstitution will occur on the Friday prior).

In March, September and December shares outstanding and free floats are updated to reflect (i) changes greater
than 1% for cumulative shares in issue changes and (ii) changes greater than 3% for cumulative free float changes.
In addition, a constituent with a free float of 15% or below will not be subject to the 3% change threshold and will
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instead be updated if the change is greater than 1%. Updates to shares outstanding and free floats will be
implemented each June regardless of size (i.e., the percentage change thresholds above will not be applied).
Russell implements the June updates using data sourced primarily from the companies’ publicly available
information filed with the Securities and Exchange Commission.

Outside of the quarterly update cycle, outstanding shares and free float will be updated with at least two days’
notice if prompted by primary or secondary offerings if (i) there is a USD $1 billion investable market
capitalization change related to a primary/secondary offering or (ii) there is a resultant 5% change in index shares
related to a primary or secondary offering and a USD $250 million investable market capitalization change. These
changes are implemented after the close on the day that the subscription period closes, assuming two days’ notice
can be provided. If two days’ notice cannot be provided prior to the end of the subscription period, the change will
still proceed with two days’ notice and will be implemented at the earliest

S-44
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opportunity. If discovery of the event occurs more than two days after the close of the subscription period, the
changes are deferred until the quarterly review cycle.

If a company distributes shares of an additional share class to its existing shareholders through a mandatory
corporate action, the additional share class will be evaluated for separate index membership. The new share class
will be deemed eligible if the market capitalization of the distributed shares meets the minimum size requirement
(the market capitalization of the smallest member of the Russell 3000E Index from the previous rebalance as
adjusted for performance to date). If the additional share class is not eligible at the time of distribution, it will not
be added to the Russell 2000® Index.

License Agreement between Frank Russell Company (doing business as Russell Investment Group) and GS
Finance Corp.  

Frank Russell Company doing business as Russell Investment Group (“Russell”) and Goldman Sachs International
have entered into a non-exclusive license agreement, granting GS Finance Corp., in exchange for a fee, permission
to use the Russell 2000® Index in connection with the offer and sale of the notes. GS Finance Corp. is not
affiliated with Russell; the only relationship between Russell and GS Finance Corp. is the licensing of the use of
the Russell 2000® Index (a trademark of Russell) and trademarks relating to the Russell 2000® Index.

GS Finance Corp. does not accept any responsibility for the calculation, maintenance or publication of the Russell
2000® Index or any successor index.

The notes are not sponsored, endorsed, sold or promoted by Russell. Russell makes no representation or warranty,
express or implied, to the owners of the notes or any member of the public regarding the advisability of investing
in securities generally or in the notes particularly or the ability of the Russell 2000® Index to track general stock
market performance or a segment of the same. Russell’s publication of the Russell 2000® Index in no way suggests
or implies an opinion by Russell as to the advisability of investment in any or all of the securities upon which the
Russell 2000® Index is based. Russell’s only relationship to GS Finance Corp. is the licensing of certain trademarks
and trade names of Russell and of the Russell 2000® Index which is determined, composed and calculated by
Russell without regard to GS Finance Corp. or the notes. Russell is not responsible for and has not reviewed the
notes nor any associated literature or publications and Russell makes no representation or warranty express or
implied as to their accuracy or completeness, or otherwise. Russell reserves the right, at any time and without
notice, to alter, amend, terminate or in any way change the Russell 2000® Index. Russell has no obligation or
liability in connection with the administration, marketing or trading of the notes.

RUSSELL DOES NOT GUARANTEE THE ACCURACY AND/OR THE COMPLETENESS OF THE
RUSSELL 2000® INDEX OR ANY DATA INCLUDED THEREIN AND RUSSELL SHALL HAVE NO
LIABILITY FOR ANY ERRORS, OMISSIONS, OR INTERRUPTIONS THEREIN. RUSSELL MAKES NO
WARRANTY, EXPRESS OR IMPLIED, AS TO RESULTS TO BE OBTAINED BY GS FINANCE
CORP., INVESTORS, OWNERS OF THE NOTES, OR ANY OTHER PERSON OR ENTITY FROM THE USE
OF THE RUSSELL 2000® INDEX OR ANY DATA INCLUDED THEREIN. RUSSELL MAKES NO EXPRESS
O R  I M P L I E D  W A R R A N T I E S ,  A N D  E X P R E S S L Y  D I S C L A I M S  A L L  W A R R A N T I E S  O F
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE WITH RESPECT TO THE
RUSSELL 2000® INDEX OR ANY DATA INCLUDED THEREIN. WITHOUT LIMITING ANY OF THE
FOREGOING, IN NO EVENT SHALL RUSSELL HAVE ANY LIABILITY FOR ANY SPECIAL,
PUNITIVE, INDIRECT, OR CONSEQUENTIAL DAMAGES (INCLUDING LOST PROFITS), EVEN IF
NOTIFIED OF THE POSSIBILITY OF SUCH DAMAGES.
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Historical Closing Levels of the Underlying Indices

The closing levels of the underlying indices have fluctuated in the past and may, in the future, experience
significant fluctuations.  Any historical upward or downward trend in the closing level of any underlying index
during the period shown below is not an indication that such underlying index is more or less likely to increase or
decrease at any time during the life of your notes.

You should not take the historical closing levels of an underlying index as an indication of the future performance
of an underlying index.  We cannot give you any assurance that the future performance of any underlying index or
the underlying index stocks will result in you receiving an amount greater than the
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outstanding face amount of your notes, or that you will not incur a loss on your investment, on the stated maturity
date.

Neither we nor any of our affiliates make any representation to you as to the performance of the underlying
indices.  Before investing in the offered notes, you should consult publicly available information to determine the
relevant underlying index levels between the date of this prospectus supplement and the date of your purchase of
the offered notes.  The actual performance of an underlying index over the life of the offered notes, as well as the
cash settlement amount, may bear little relation to the historical levels shown below.

The graphs below show the daily historical closing levels of each underlying index from February 28, 2009
through February 28, 2019.  We obtained the closing levels in the graphs below from Bloomberg Financial
Services, without independent verification.  Although the official closing levels of the Russell 2000® Index are
published to six decimal places by the underlying index sponsor, Bloomberg Financial Services reports the levels
of the Russell 2000® Index to fewer decimal places.

S-46
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Correlation of the Underlying Indices

The graph below shows the historical closing levels of each underlying index from February 28, 2009 through
February 28, 2019. For comparison purposes, each underlying index has been adjusted to have a closing level of
100.00 on February 28, 2009 by dividing the closing level of that underlying index on each day by the closing
level of that underlying index on February 28, 2009 and multiplying by 100.00. We obtained the closing levels
used to determine the adjusted closing levels in the graph below from Bloomberg Financial Services, without
independent verification. You should not take the historical performance of the underlying indices as an indication
of the future performance of the underlying indices.

Movements in the values of the underlying indices may be correlated or uncorrelated at different times during the
term of the notes and, if there is correlation, such correlation may be positive (the underlying indices move in the
same direction) or negative (the underlying indices move in reverse directions). The more similar the movements
of the daily returns of the underlying indices over the given period, the more positively correlated those underlying
indices are. The graph above illustrates the historical performance of each underlying index relative to the other
underlying index over the time period shown and provides an indication of how the relative performance of the
daily returns of one underlying index has historically been to another. However, it is the actual level of the lesser
performing underlying index (and not the level of historical correlation between the underlying indices) that
determines the return on your notes.

Please read “Additional Risk Factors Specific to Your Notes—You Are Exposed to the Market Risk of Each
Underlying Index” on page S-17 of this prospectus supplement.

.
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SUPPLEMENTAL DISCUSSION OF U.S. FEDERAL INCOME TAX CONSEQUENCES

The following section supplements the discussion of U.S. federal income taxation in the accompanying prospectus.

The following section is the opinion of Sidley Austin llp, counsel to GS Finance Corp. and The Goldman Sachs
Group, Inc. In addition, it is the opinion of Sidley Austin llp that the characterization of the notes for U.S. federal
income tax purposes that will be required under the terms of the notes, as discussed below, is a reasonable
interpretation of current law.

This section does not apply to you if you are a member of a class of holders subject to special rules, such as:

●a dealer in securities or currencies;
●a trader in securities that elects to use a mark-to-market method of accounting for your securities holdings;
●a bank;
●a life insurance company;
●a tax exempt organization;
●a partnership;
●a regulated investment company;
●an accrual method taxpayer subject to special tax accounting rules as a result of its use of financial statements;
●a person that owns a note as a hedge or that is hedged against interest rate risks;
●a person that owns a note as part of a straddle or conversion transaction for tax purposes; or
●a United States holder (as defined below) whose functional currency for tax purposes is not the U.S. dollar.

Although this section is based on the U.S. Internal Revenue Code of 1986, as amended, its legislative history,
existing and proposed regulations under the Internal Revenue Code, published rulings and court decisions, all as
currently in effect, no statutory, judicial or administrative authority directly addresses how your notes should be
treated for U.S. federal income tax purposes, and as a result, the U.S. federal income tax consequences of your
investment in your notes are uncertain. Moreover, these laws are subject to change, possibly on a retroactive basis.

You should consult your tax advisor concerning the U.S. federal income tax and any other applicable tax
consequences of your investments in the notes, including the application of state, local or other tax laws and the
possible effects of changes in federal or other tax laws.
United States Holders

This section applies to you only if you are a United States holder that holds your notes as a capital asset for tax
purposes. You are a United States holder if you are a beneficial owner of each of your notes and you are:

●a citizen or resident of the United States;
●a domestic corporation;
●an estate whose income is subject to U.S. federal income tax regardless of its source; or

● a trust if a United States court can exercise primary supervision over the trust’s administration and one
or more United States persons are authorized to control all substantial decisions of the trust.

Tax Treatment. You will be obligated pursuant to the terms of the notes — in the absence of a change in law, an
administrative determination or a judicial ruling to the contrary — to characterize your notes for all tax purposes as
pre-paid derivative contracts in respect of the underlying indices. Except as otherwise stated below, the discussion
herein assumes that the notes will be so treated.
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Upon the sale, exchange or maturity of your notes, you should recognize capital gain or loss equal to the
difference, if any, between the amount of cash you receive at such time and your tax basis in your notes. Your tax
basis in the notes will generally be equal to the amount that you paid for the notes. If you hold your notes for more
than one year, the gain or loss generally will be long-term capital gain or loss. If you hold your notes for one year
or less, the gain or loss generally will be short-term capital gain or loss. Short-term capital gains are generally
subject to tax at the marginal tax rates applicable to ordinary income.

No statutory, judicial or administrative authority directly discusses how your notes should be treated for U.S.
federal income tax purposes. As a result, the U.S. federal income tax consequences of your investment in the notes
are uncertain and alternative characterizations are possible. Accordingly, we urge you to consult your tax advisor
in determining the tax consequences of an investment in your notes in your particular circumstances, including the
application of state, local or other tax laws and the possible effects of changes in federal or other tax laws.

Alternative Treatments. There is no judicial or administrative authority discussing how your notes should be
treated for U.S. federal income tax purposes. Therefore, the Internal Revenue Service might assert that a treatment
other than that described above is more appropriate. For example, the Internal Revenue Service could treat your
notes as a single debt instrument subject to special rules governing contingent payment debt instruments. Under
those rules, the amount of interest you are required to take into account for each accrual period would be
determined by constructing a projected payment schedule for the notes and applying rules similar to those for
accruing original issue discount on a hypothetical noncontingent debt instrument with that projected payment
schedule. This method is applied by first determining the comparable yield – i.e., the yield at which we would issue
a noncontingent fixed rate debt instrument with terms and conditions similar to your notes – and then determining a
payment schedule as of the issue date that would produce the comparable yield. These rules may have the effect of
requiring you to include interest in income in respect of your notes prior to your receipt of cash attributable to that
income.

If the rules governing contingent payment debt instruments apply, any gain you recognize upon the sale, exchange
or maturity of your notes would be treated as ordinary interest income. Any loss you recognize at that time would
be treated as ordinary loss to the extent of interest you included as income in the current or previous taxable years
in respect of your notes, and, thereafter, as capital loss.

If the rules governing contingent payment debt instruments apply, special rules would apply to a person who
purchases notes at a price other than the adjusted issue price as determined for tax purposes.

It is also possible that your notes could be treated in the manner described above, except that any gain or loss that
you recognize at maturity would be treated as ordinary gain or loss. You should consult your tax advisor as to the
tax consequences of such characterization and any possible alternative characterizations of your notes for U.S.
federal income tax purposes.

It is possible that the Internal Revenue Service could seek to characterize your notes in a manner that results in tax
consequences to you that are different from those described above. You should consult your tax advisor as to the
tax consequences of any possible alternative characterizations of your notes for U.S. federal income tax purposes.

Possible Change in Law

On December 7, 2007, the Internal Revenue Service released a notice stating that the Internal Revenue Service and
the Treasury Department are actively considering issuing guidance regarding the proper U.S. federal income tax
treatment of instruments such as the offered notes, including whether holders should be required to accrue ordinary
income on a current basis and whether gain or loss should be ordinary or capital. It is not possible to determine
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what guidance they will ultimately issue, if any. It is possible, however, that under such guidance, holders of the
notes will ultimately be required to accrue income currently and this could be applied on a retroactive basis. The
Internal Revenue Service and the Treasury Department are also considering other relevant issues, including
whether foreign holders of such instruments should be subject to withholding tax on any deemed income accruals,
and whether the special “constructive ownership rules” of Section 1260 of the Internal Revenue Code might be
applied to
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such instruments. Except to the extent otherwise provided by law, we intend to continue treating the notes for U.S.
federal income tax purposes in accordance with the treatment described above under “Tax Treatment” unless and
until such time as Congress, the Treasury Department or the Internal Revenue Service determine that some other
treatment is more appropriate.

Furthermore, in 2007, legislation was introduced in Congress that, if enacted, would have required holders that
acquired instruments such as your notes after the bill was enacted to accrue interest income over the term of such
instruments even though there will be no interest payments over the term of such instruments. It is not possible to
predict whether a similar or identical bill will be enacted in the future, or whether any such bill would affect the
tax treatment of your notes.

It is impossible to predict what any such legislation or administrative or regulatory guidance might provide, and
whether the effective date of any legislation or guidance will affect notes that were issued before the date that such
legislation or guidance is issued. You are urged to consult your tax advisor as to the possibility that any legislative
or administrative action may adversely affect the tax treatment of your notes.

Backup Withholding and Information Reporting

Please see the discussion under “United States Taxation — Taxation of Debt Securities — Backup Withholding and
Information Reporting—United States Holders” in the accompanying prospectus for a description of the applicability
of the backup withholding and information reporting rules to payments made on your notes.

United States Alien Holders

This section applies to you only if you are a United States alien holder. You are a United States alien holder if you
are the beneficial owner of notes and are, for U.S. federal income tax purposes:

●a nonresident alien individual;
●a foreign corporation; or
●an estate or trust that in either case is not subject to U.S. federal income tax on a net income basis on income or
gain from notes.

You will be subject to generally applicable information reporting and backup withholding requirements as
discussed in the accompanying prospectus under “United States Taxation — Taxation of Debt Securities — Backup
Withholding and Information Reporting — United States Alien Holders” with respect to payments on your notes at
maturity and, notwithstanding that we do not intend to treat the notes as debt for tax purposes, we intend to backup
withhold on such payments with respect to your notes unless you comply with the requirements necessary to avoid
backup withholding on debt instruments (in which case you will not be subject to such backup withholding) as set
forth under “United States Taxation — Taxation of Debt Securities — United States Alien Holders” in the accompanying
prospectus.

As discussed above, alternative characterizations of the notes for U.S. federal income tax purposes are possible.
Should an alternative characterization of the notes, by reason of a change or clarification of the law, by regulation
or otherwise, cause payments at maturity with respect to the notes to become subject to withholding tax, we will
withhold tax at the applicable statutory rate and we will not make payments of any additional amounts. Prospective
United States alien holders of the notes should consult their tax advisor in this regard.

Furthermore, on December 7, 2007, the Internal Revenue Service released Notice 2008-2 soliciting comments
from the public on various issues, including whether instruments such as your notes should be subject to
withholding. It is therefore possible that rules will be issued in the future, possibly with retroactive effect, that
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would cause payments on your notes at maturity to be subject to withholding, even if you comply with
certification requirements as to your foreign status.

In addition, the Treasury Department has issued regulations under which amounts paid or deemed paid on certain
financial instruments (“871(m) financial instruments”) that are treated as attributable to U.S.-source dividends could
be treated, in whole or in part depending on the circumstances, as a “dividend equivalent” payment that is subject to
tax at a rate of 30% (or a lower rate under an applicable treaty), which in the case of any amounts you receive upon
the sale, exchange or maturity of your notes, could be collected via withholding. If these regulations were to apply
to the notes, we may be required to
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withhold such taxes if any U.S.-source dividends are paid on the stocks included in the underlying indices during
the term of the notes. We could also require you to make certifications (e.g., an applicable Internal Revenue
Service Form W-8) prior to the maturity of the notes in order to avoid or minimize withholding obligations, and
we could withhold accordingly (subject to your potential right to claim a refund from the Internal Revenue
Service) if such certifications were not received or were not satisfactory. If withholding was required, we would
not be required to pay any additional amounts with respect to amounts so withheld. These regulations generally
will apply to 871(m) financial instruments (or a combination of financial instruments treated as having been
entered into in connection with each other) issued (or significantly modified and treated as retired and reissued) on
or after January 1, 2021, but will also apply to certain 871(m) financial instruments (or a combination of financial
instruments treated as having been entered into in connection with each other) that have a delta (as defined in the
applicable Treasury regulations) of one and are issued (or significantly modified and treated as retired and
reissued) on or after January 1, 2017.  In addition, these regulations will not apply to financial instruments that
reference a “qualified index” (as defined in the regulations).  We have determined that, as of the issue date of your
notes, your notes will not be subject to withholding under these rules.  In certain limited circumstances, however,
you should be aware that it is possible for United States alien holders to be liable for tax under these rules with
respect to a combination of transactions treated as having been entered into in connection with each other even
when no withholding is required.  You should consult your tax advisor concerning these regulations, subsequent
official guidance and regarding any other possible alternative characterizations of your notes for U.S. federal
income tax purposes.

Foreign Account Tax Compliance Act (FATCA) Withholding

Pursuant to Treasury regulations, Foreign Account Tax Compliance Act (FATCA) withholding (as described in
“United States Taxation—Taxation of Debt Securities—Foreign Account Tax Compliance Act (FATCA) Withholding” in
the accompanying prospectus) will generally apply to obligations that are issued on or after July 1, 2014; therefore,
the notes will generally be subject to the FATCA withholding rules. Pursuant to recently proposed regulations, the
Treasury Department has indicated its intent to eliminate the requirements under FATCA of withholding on gross
proceeds from the sale, exchange, maturity or other disposition of relevant financial instruments. The Treasury
Department has indicated that taxpayers may rely on these proposed regulations pending their finalization.
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EMPLOYEE RETIREMENT INCOME SECURITY ACT

This section is only relevant to you if you are an insurance company or the fiduciary of a pension plan or an
employee benefit plan (including a governmental plan, an IRA or a Keogh Plan) proposing to invest in the notes.

The U.S. Employee Retirement Income Security Act of 1974, as amended (“ERISA”) and the U.S. Internal Revenue
Code of 1986, as amended (the “Code”), prohibit certain transactions (“prohibited transactions”) involving the assets of
an employee benefit plan that is subject to the fiduciary responsibility provisions of ERISA or Section 4975 of the
Code (including individual retirement accounts, Keogh plans and other plans described in Section 4975(e)(1) of
the Code) (a “Plan”) and certain persons who are “parties in interest” (within the meaning of ERISA) or “disqualified
persons” (within the meaning of the Code) with respect to the Plan; governmental plans may be subject to similar
prohibitions unless an exemption applies to the transaction. The assets of a Plan may include assets held in the
general account of an insurance company that are deemed “plan assets” under ERISA or assets of certain investment
vehicles in which the Plan invests. Each of The Goldman Sachs Group, Inc. and certain of its affiliates may be
considered a “party in interest” or a “disqualified person” with respect to many Plans, and, accordingly, prohibited
transactions may arise if the notes are acquired by or on behalf of a Plan unless those notes are acquired and held
pursuant to an available exemption. In general, available exemptions are: transactions effected on behalf of that
Plan by a “qualified professional asset manager” (prohibited transaction exemption 84-14) or an “in-house asset
manager” (prohibited transaction exemption 96-23), transactions involving insurance company general accounts
(prohibited transaction exemption 95-60), transactions involving insurance company pooled separate accounts
(prohibited transaction exemption 90-1), transactions involving bank collective investment funds (prohibited
transaction exemption 91-38) and transactions with service providers under Section 408(b)(17) of ERISA and
Section 4975(d)(20) of the Code where the Plan receives no less and pays no more than “adequate consideration”
(within the meaning of Section 408(b)(17) of ERISA and Section 4975(f)(10) of the Code). The person making the
decision on behalf of a Plan or a governmental plan shall be deemed, on behalf of itself and the plan, by
purchasing and holding the notes, or exercising any rights related thereto, to represent that (a) the plan will receive
no less and pay no more than “adequate consideration” (within the meaning of Section 408(b)(17) of ERISA and
Section 4975(f)(10) of the Code) in connection with the purchase and holding of the notes, (b) none of the
purchase, holding or disposition of the notes or the exercise of any rights related to the notes will result in a
nonexempt prohibited transaction under ERISA or the Code (or, with respect to a governmental plan, under any
similar applicable law or regulation), and (c) neither The Goldman Sachs Group, Inc. nor any of its affiliates is a
“fiduciary” (within the meaning of Section 3(21) of ERISA or, with respect to a governmental plan under any similar
applicable law or regulation) with respect to the purchaser or holder in connection with such person’s acquisition,
disposition or holding of the notes, or as a result of any exercise by The Goldman Sachs Group, Inc. or any of its
affiliates of any rights in connection with the notes, and neither The Goldman Sachs Group, Inc. nor any of its
affiliates has provided investment advice in connection with such person’s acquisition, disposition or holding of the
notes.

If you are an insurance company or the fiduciary of a pension plan or an employee benefit plan (including a
government plan, an IRA or a Keogh plan) and propose to invest in the notes, you should consult your legal
counsel.

S-52

Edgar Filing: ROYAL BANK OF SCOTLAND GROUP PLC - Form 6-K

20



SUPPLEMENTAL PLAN OF DISTRIBUTION

GS Finance Corp. expects to agree to sell to GS&Co., and GS&Co. expects to agree to purchase from GS Finance
Corp., the aggregate face amount of the offered notes specified on the front cover of this prospectus supplement.
GS&Co. proposes initially to offer the notes to the public at the original issue price set forth on the cover page of
this prospectus supplement, and to UBS Financial Services Inc. at such price less a concession not in excess of
0.75% of the face amount.

In connection with the initial offering of the notes, the minimum face amount of notes that may be purchased by
any investor is $1,000.

We expect to deliver the notes against payment therefor in New York, New York on March 7, 2019. Under Rule
15c6-1 of the Securities Exchange Act of 1934, trades in the secondary market generally are required to settle in
two business days, unless the parties to any such trade expressly agree otherwise. Accordingly, purchasers who
wish to trade notes on any date prior to two business days before delivery will be required to specify alternative
settlement arrangements to prevent a failed settlement.

In the future, GS&Co. or other affiliates of GS Finance Corp. may repurchase and resell the offered notes in
market-making transactions, with resales being made at prices related to prevailing market prices at the time of
resale or at negotiated prices. GS Finance Corp. estimates that its share of the total offering expenses, excluding
underwriting discounts and commissions, will be approximately $     . For more information about the plan of
distribution and possible market-making activities, see “Plan of Distribution” in the accompanying prospectus.

We have been advised by GS&Co. that it intends to make a market in the notes. However, neither GS&Co. nor any
of our other affiliates that makes a market is obligated to do so and any of them may stop doing so at any time
without notice. No assurance can be given as to the liquidity or trading market for the notes.

Any notes which are the subject of the offering contemplated by this prospectus supplement, the accompanying
prospectus and the accompanying prospectus supplement may not be offered, sold or otherwise made available to
any retail investor in the European Economic Area. Consequently no key information document required by
Regulation (EU) No 1286/2014 (the “PRIIPs Regulation”) for offering or selling the notes or otherwise making them
available to retail investors in the EEA has been prepared and therefore offering or selling the notes or otherwise
making them available to any retail investor in the EEA may be unlawful under the PRIIPs Regulation. For the
purposes of this provision:

a)the expression “retail investor” means a person who is one (or more) of the following:

(i)a retail client as defined in point (11) of Article 4(1) of Directive 2014/65/EU (as amended, “MiFID II”); or
(ii)a customer within the meaning of Directive 2002/92/EC (as amended, the “Insurance Mediation Directive”),

where that customer would not qualify as a professional client as defined in point (10) of Article 4(1) of
MiFID II; or

(iii)not a qualified investor as defined in Directive 2003/71/EC (as amended, the “Prospectus Directive”); and
b)the expression an “offer” includes the communication in any form and by any means of sufficient information on
the terms of the offer and the notes to be offered so as to enable an investor to decide to purchase or subscribe for
the notes.

In relation to each Member State of the European Economic Area which has implemented the Prospectus Directive
(each, a “Relevant Member State”), GS&Co. has represented and agreed that with effect from and including the date
on which the Prospectus Directive is implemented in that Relevant Member State (the “Relevant Implementation
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Date”) it has not made and will not make an offer of notes which are the subject of the offering contemplated by
this prospectus supplement, the accompanying prospectus and the accompanying prospectus supplement to the
public in that Relevant Member State except that, with effect from and including the Relevant Implementation
Date, an offer of such notes may be made to the public in that Relevant Member State:
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a)at any time to any legal entity which is a qualified investor as defined in the Prospectus Directive;
b)at any time to fewer than 150 natural or legal persons (other than qualified investors as defined in the

Prospectus Directive), subject to obtaining the prior consent of the relevant dealer or dealers nominated by the
issuer for any such offer; or

c)at any time in any other circumstances falling within Article 3(2) of the Prospectus Directive,
provided that no such offer of notes referred to above shall require us or any dealer to publish a prospectus
pursuant to Article 3 of the Prospectus Directive.

For the purposes of this provision, the expression an “offer of notes to the public” in relation to any notes in any
Relevant Member State means the communication in any form and by any means of sufficient information on the
terms of the offer and the notes to be offered so as to enable an investor to decide to purchase or subscribe for the
notes, as the same may be varied in that Member State by any measure implementing the Prospectus Directive in
that Member State and the expression “Prospectus Directive” means Directive 2003/71/EC (as amended, including
by Directive 2010/73/EU), and includes any relevant implementing measure in the Relevant Member State.

Any invitation or inducement to engage in investment activity (within the meaning of Section 21 of the FSMA) in
connection with the issue or sale of the notes may only be communicated or caused to be communicated in
circumstances in which Section 21(1) of the FSMA does not apply to GS Finance Corp. or The Goldman Sachs
Group, Inc.

All applicable provisions of the FSMA must be complied with in respect to anything done by any person in
relation to the notes in, from or otherwise involving the United Kingdom.

The notes may not be offered or sold in Hong Kong by means of any document other than (i) to “professional
investors” as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong) and any rules
made thereunder, or (ii) in other circumstances which do not result in the document being a “prospectus” as defined
in the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Cap. 32 of the Laws of Hong Kong) or
which do not constitute an offer to the public within the meaning of that Ordinance; and no advertisement,
invitation or document relating to the notes may be issued or may be in the possession of any person for the
purpose of issue (in each case whether in Hong Kong or elsewhere) which is directed at, or the contents of which
are likely to be accessed or read by, the public in Hong Kong (except if permitted to do so under the securities
laws of Hong Kong) other than with respect to the notes which are or are intended to be disposed of only to
persons outside Hong Kong or only to “professional investors” as defined in the Securities and Futures Ordinance
and any rules made thereunder.

This prospectus supplement, along with the accompanying prospectus supplement and the accompanying
prospectus have not been registered as a prospectus with the Monetary Authority of Singapore. Accordingly, this
prospectus supplement, along with the accompanying prospectus supplement and the accompanying prospectus
and any other document or material in connection with the offer or sale, or invitation for subscription or purchase,
of the notes may not be circulated or distributed, nor may the notes be offered or sold, or be made the subject of an
invitation for subscription or purchase, whether directly or indirectly, to persons in Singapore other than (i) to an
institutional investor (as defined in Section 4A of the Securities and Futures Act, Chapter 289 of Singapore (the
“SFA”)) under Section 274 of the SFA, (ii) to a relevant person (as defined in Section 275(2) of the SFA) pursuant to
Section 275(1) of the SFA, or any person pursuant to Section 275(1A) of the SFA, and in accordance with the
conditions specified in Section 275 of the SFA or (iii) otherwise pursuant to, and in accordance with the conditions
of, any other applicable provision of the SFA, in each case subject to conditions set forth in the SFA.

Where the notes are subscribed or purchased under Section 275 of the SFA by a relevant person which is a
corporation (which is not an accredited investor (as defined in Section 4A of the SFA)) the sole business of which
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is to hold investments and the entire share capital of which is owned by one or more individuals, each of whom is
an accredited investor, the securities (as defined in Section 239(1) of the SFA) of that corporation shall not be
transferable for six months after that corporation has acquired the notes under Section 275 of the SFA except: (1)
to an institutional investor under Section 274 of the SFA or to a relevant person (as defined in Section 275(2) of
the SFA), (2) where such transfer arises from an
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offer in that corporation’s securities pursuant to Section 275(1A) of the SFA, (3) where no consideration is or will
be given for the transfer, (4) where the transfer is by operation of law, (5) as specified in Section 276(7) of the
SFA, or (6) as specified in Regulation 32 of the Securities and Futures (Offers of Investments) (Shares and
Debentures) Regulations 2005 of Singapore (“Regulation 32”).

Where the notes are subscribed or purchased under Section 275 of the SFA by a relevant person which is a trust
(where the trustee is not an accredited investor (as defined in Section 4A of the SFA)) whose sole purpose is to
hold investments and each beneficiary of the trust is an accredited investor, the beneficiaries’ rights and interest
(howsoever described) in that trust shall not be transferable for six months after that trust has acquired the notes
under Section 275 of the SFA except: (1) to an institutional investor under Section 274 of the SFA or to a relevant
person (as defined in Section 275(2) of the SFA), (2) where such transfer arises from an offer that is made on
terms that such rights or interest are acquired at a consideration of not less than S$200,000 (or its equivalent in a
foreign currency) for each transaction (whether such amount is to be paid for in cash or by exchange of securities
or other assets), (3) where no consideration is or will be given for the transfer, (4) where the transfer is by
operation of law, (5) as specified in Section 276(7) of the SFA, or (6) as specified in Regulation 32.

The notes have not been and will not be registered under the Financial Instruments and Exchange Act of Japan
(Act No. 25 of 1948, as amended), or the FIEA. The notes may not be offered or sold, directly or indirectly, in
Japan or to or for the benefit of any resident of Japan (including any person resident in Japan or any corporation or
other entity organized under the laws of Japan) or to others for reoffering or resale, directly or indirectly, in Japan
or to or for the benefit of any resident of Japan, except pursuant to an exemption from the registration requirements
of the FIEA and otherwise in compliance with any relevant laws and regulations of Japan.

The notes are not offered, sold or advertised, directly or indirectly, in, into or from Switzerland on the basis of a
public offering and will not be listed on the SIX Swiss Exchange or any other offering or regulated trading facility
in Switzerland. Accordingly, neither this prospectus supplement nor any accompanying prospectus supplement,
prospectus or other marketing material constitute a prospectus as defined in article 652a or article 1156 of the
Swiss Code of Obligations or a listing prospectus as defined in article 32 of the Listing Rules of the SIX Swiss
Exchange or any other regulated trading facility in Switzerland. Any resales of the notes by the underwriters
thereof may only be undertaken on a private basis to selected individual investors in compliance with Swiss law.
This prospectus supplement and accompanying prospectus and prospectus supplement may not be copied,
reproduced, distributed or passed on to others or otherwise made available in Switzerland without our prior written
consent. By accepting this prospectus supplement and accompanying prospectus and prospectus supplement or by
subscribing to the notes, investors are deemed to have acknowledged and agreed to abide by these restrictions.
Investors are advised to consult with their financial, legal or tax advisers before investing in the notes.

Conflicts of Interest

GS&Co. is an affiliate of GS Finance Corp. and The Goldman Sachs Group, Inc. and, as such, will have a “conflict
of interest” in this offering of notes within the meaning of Financial Industry Regulatory Authority, Inc. (FINRA)
Rule 5121. Consequently, this offering of notes will be conducted in compliance with the provisions of FINRA
Rule 5121. GS&Co. will not be permitted to sell notes in this offering to an account over which it exercises
discretionary authority without the prior specific written approval of the account holder.
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We have not authorized anyone to provide any information or to make any representations other than those
contained or incorporated by reference in this prospectus supplement, the accompanying prospectus supplement
and the accompanying prospectus. We take no responsibility for, and can provide no assurance as to the reliability
of, any other information that others may give you. This prospectus supplement, the accompanying prospectus
supplement and the accompanying prospectus is an offer to sell only the notes offered hereby, but only under the
circumstances and in jurisdictions where it is lawful to do so. The information contained in this prospectus
supplement, the accompanying prospectus supplement and the accompanying prospectus is current only as of the
respective dates of such documents.
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