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LEGAL MATTERS

We are involved in a number of judicial, regulatory and arbitration proceedings
(including those described below) concerning matters arising in connection with the
conduct of our businesses. We believe, based on currently available information, that the
results of such proceedings, in the aggregate, will not have a material adverse effect on
our financial condition, but might be material to our operating results for any particular
period, depending, in part, upon the operating results for such period.

There have been published reports that an action under the Federal False Claims Act was
filed in February 1995 alleging unlawful and undisclosed overcharges in certain advance
refunding transactions by a private plaintiff on behalf of the United States and that
Goldman, Sachs & Co., together with a number of other firms, is a named defendant in
that action. The complaint was reportedly filed under seal while the government
determines whether it will pursue the claims directly.



HUD LITIGATION

In September 1999, Goldman, Sachs & Co. was notified by the civil division of the
United States Attorney's Office for the District of Columbiathat it is a named defendant,
along with other unidentified entities, in acivil action brought by a private party in the
U.S. District Court for the District of Columbia under the qui tam provisions of the federa
False Claims Act in connection with certain auctions of competitive loans on behalf of the
U.S. Department of Housing and Urban Devel opment. Goldman, Sachs & Co. has not
been provided with the complaint, which has been filed under seal, but has been informed
that the complaint alleges, among other things, that (i) Goldman, Sachs
& Co. and its bidding partners improperly directed approximately $4.7 billion of
government owned notes for prices below that which would have been obtained in
full and fair competition, (ii) the U.S. Department of Housing and Urban Development's
financia advisor in connection with such auctions provided Goldman, Sachs & Co. and its
bidding partners with information not available to competing bidders relating to the details
of competing bids, the value of the assets being sold, and the structure of the sales, and
(i) in one instance, Goldman, Sachs & Co. and its bidding partners were awarded assets
despite not being the highest bidder. Pursuant to the False Claims Act, the complaint
remains under seal pending the government's investigation and consideration as to whether
to intervene in the action. The complaint does not state a monetary
amount of damages. Under the False Claims Act, any damage award could be trebled.



