BULKY DOCUMEN TS

Filed: 10/10/2012

(Exceeds 100 pages

Title: Opposer NOR Ex. 558

Part 13 of 13

91201920




2005 ANNUAL REPORT

Citigroup Inc. v. Citiair, LLC
Opp. No. 91201920
Opposer NOR Ex. 558

mtnqrouﬁ'f

OPP006973



Our Shared Responsibilities

WE HAVE A RESPONSIBILITY WE HAVE A RESPONSIBILITY WE HAVE A RESPONSIBILITY
TO OUR CLIENTS TO EACH OTHER TO OUR FRANCHISE
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Citigroup at a Glance

Citigroup has unique strengths that set it apart from the competition.

SUMMARY OF RESULTS CAPITAL STRENGTH | Citigroup’s equity strength of
2005 » 2004 » $118.8 billion is a key to our ratings.
Revenue $83.6 biltion $79.6 biltion
income from
Continuing Dperations $19.8 billion 6.} billion
Net income $246 billion*  $170 biflion Moody's S&P  Fitch
Assets $1.5 triflion 515 triflion
Return on Common Equity 22.3% 11.0% : . .
Stockholders’ Equity’ SHe8biion  SHSSbilion | Citigroup L
Vinctudes Trust Preferred Securities
Dituted Earnings Per Share 2005 2004 Citibank Aal AA Ad+
Income from Continuing
Operations $3.82 S3.07
Net income S475 $3.26 Citigroup Funding Inc. Aal AA- MM+
Tier 1 Capital Ratio 8.79% 8.74%
Business Segment Net income 2005 2004
Global Consumer Group $10.9 billion $12.0 billion mncludes Trust Preferred Securities
Corporate and
tnvestment Banking $6.9 sittion $2.0 biltion |
Global Wealth Management $12 biltion $1.2 biltion
Citigroup Atternative :
investments $14 bittion 0.8 hittion {
* includes the $21 billion gain on the Sate of the Life insurance and Annuities
business and the $21 bitlion gain on the Sate of the Assel Management business

S

DIVERSIFICATION OF INCOME | A highly diversified base of earnings that provides stability during difficult market conditions,

% By Product* % By Region**
Globat Consumer Group  53% us. 57%
Corporate and ’ EMEA 8%
34% investn;:nt Banking 3% Asia 4%

Global Weaith ;
\ Management 6% / / v S Japén 6%
\ - \ Mexico 0%
V6% Citigroup 6% b & 5%
% Alternative Investments % 5%  10% Latin America
“excludes Corporate/Other and discontinued operations “exciudes Citigroup Aternative Investments, CorporatefOther, ang

discontinued operations

BROADEST DISTRIBUTION | The largest distribution capacity of any financial services firm in the world; we serve 200 million
customer accounts and do business in more than 100 countries through muitiple channels:

citibank & Banamex citigroug™ i citigroupd

corporate and private bank
investment banking
~ . A
citifinancial PRIMERICA citigroup. cutlgmupj"
Amember ol Gtgraup SMITHBARNEY alternative investments
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Dear Shareholders,

2005 was one of Citigroup’s most important years. It was a year in which
We concentrated on how we do business and how we conduct ourselves as
employees of a great global institution. As a result, I firmly believe that we
are entering a renewed period of growth that will further fulfill the promise

on which our company was founded.

We were once again the most profitable financial
services company in the world in 2005 and we
returned the most capital to our shareholders of
any financial services company, while comtinuing
to Invest in our businesses.

Income from contining operations was $19.8

billion: out equity base increased to $118.8 billion;

and our balance sheet topped $1.49 trillion, In
2008, we announced an H percent increase 1o
vur quatterly dividend, our 218t consecutive vear

of common dividend increases,

Iam proud of our achicvements in 2005. In the
aftermath of our problems in Japan and Europe
in 2004, we took a long, hard look at ourselves
and developerd our Five Point Plan that focused
on employee training, talent developiment, perfor-
rdnce reviews, improved communications, and
stronger controls. We committed ourselves 1o our
three Shared Responsibifities—to our clients, each

other, and aur franchise. We met with oar regola
tors throughout the vear and updated them on our
actions to strengthen ]itigmup‘s culture. By year
end, we were confident our results were favorably
received and we will continue to work together

on areas of mutual interest and concern, And we
pramoted a new generation of leaders, encouraging
the: innovative thinking and fresh ideas that have
been hallmarks of our company.

2005 REVIEW
I 2005 we took a number of steps to prepare for
the future and lay a foundation for growth:

8 We allocated capital 1o highest -returs and growth
opportunitics and shifted our business mix toward
cistribution. This was reflected, for example, in the
sale of our Life Insurance and Annuitics businoess as
well as the sale of our Asset Manags‘rmnm business
for Lepg Mason's Wealth Management business.
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= We focused on deepening client relationships. For
axampie, we reorganized our US. consumer busi
nesses (o serve the full spectrum of our clients’ needs
across all product lines- - rather than just a single
product at a time—and to respond more quickly ard
effectively to the opportunities presefited in different

markets globally,

2 We expanded our distribution around the world
by adding 313 retail bank branches, 346 COnsurmer
finance branches, and 125 Smith Barney branches.
We abo added 170 automated loan mwachines e Japare,

& We ostablished the National Corporate Bank and
the National Investment Bank to serve a broader
range of clients in the United States.

8 We responded 1o our clients’ needs for more
electronic trading capabilities by leveraging the
technology from our Knight Trading and Lava
acquisitions.

&8 We continued to focus on building product
breadth and advisory -led capabilities in our Global
Wealth Management business,

# We resolved several legal and regulatory matters
favorably,

8 Wo launched the (‘liljgmup Microfinance
Croup—which works with leading microfinance
institutions, microfinance networks, and investors as
commercial partners and clients—1o expand access
to financial products and services 1o individuals
who are currently not reached or who are under -
served by formal financial institutions.

Having said this, we recognize that 2005 also
brought its share of disappointments and chalienges:

B Finam'ially, we didn't perform as well as we had
expected, and fell short of our goal for positive
operating leverage.

& Our LS. Cards and Fixed Income franchises
faced challenging business environments, The
implementation of the Bankruptey Reform Act
competitive pricing conditions, rising interest rates,
and the conforming of our accounting policy for
reward points combined to cause a decline in

US. Cards net income. Our full year Fixed Income
Markets revenue growth was affected negatively

by difficult capital market conditions in the

second quarter,

& Net Interest Revenue declined. albeit at a decreas
ing pace over the course of the year, as interest rates

increased and global vield curves flattened.

These disappointments anc challenges served only
Lo strengthen our resobve to achieve gooxt perfor
mance in 2006 and well bevond, We firmly believe
that the building blocks for continued growth are
NOW 1}1 place.

WHAT MAKES CITIGROUP UNIQUE

We have five key competitive arfvantages that allow us
to recognize: and pursue market opportunities more
reaclily than any other financial services company,

First, we have the most global presence; the best
Internatlonal footprint of any US. financial services
vompany and the best LS. presence of any inter
national financial services company. We are in 100
countries, many for more than 100 vears, Our deep
local toots give us greater insight into what clients

want and where the opportunities for growth reside,

Second, we have unmatc hed distribution: we serve
more peopke overy day than any other financial
services company, We do this through our thou
sands of bank, consumer finance, and Smith Barney
branches, along with our AT Ms, automated loan
muachines, trading desks, online services, and more.

Qur glohat presence and reach are made more
powerful by our third competitive advantage: the
most valuable brand in the industry, The strength,
stability, and integrity of our brand not only attract
and retain the most talented employees globally, but

abo telp us Ludld an enviable rosier of global clients,

Fourth, we have unmatched scale and efficiency,
which are reflected in our strong margins and
highest capital generation, and have enabled us to
grow over the vears while weathering different

SCONOMIC enviro nments,

Fifth, we have the broadest prochaet offering in the
industry - from student loans (o retirerment planning,

and from venture capital to inidal public offerings.

e e 2008
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With these unique competitive advantages, we hae
every reason to look to Citigroup s future with opti
mism. Indeed, with continued GIP growth around
the world, market reforms in develuping countries,
and the rise in global trade, we are wilnessing the
emergence of a new middle class. We estimate (hat
approximately 750 million potential new constimer
customers, largely outside the United States. will
emerge over the next five years—an unprecedentecd
opportunity for the financial services indust ry, and
especially for Citigroup,

While we tave 1 fu I menu of products and services
to offer, the real power of Citigroup comes when we
integrate them and work as one company on behalf
of our clients, | have every confidence that we are
doing what’s necessary Lo achicve that goal,

OUR STRATEGIC PRIORITIES
For 2006 and beyond, we have five strategic priorities;

® Expanding Distribution- Toy penetrate new mar
kets and decpen our presence inexisting markets
around the workd, we are accelerating the pace

of retatl and corsumer finance branch opernings;
expanding our capital markets businesses, including
our brokerage businesses and our electronic trading
capabilities; and increasing the muonber of private
bankers in the United States,

lvl}ansf@rring E‘ixpertisz.l - To manage Ciligmup

A one company, we are integrating our products
and services better. This enables us (o improve how
We serve our clients by providing insightful and
comprehensive solutions. At the same time, trans
terring expertise can create enormous value for
the company: witness the partnership between our
Bariamex and US. Cards businesses. By combining
our client targeting and pricing experience (rom
the United States with Banarmex's product and
marketing expertise, Danamex’s credit card business
generated increases of 50 percent in both revenues
and net income in 2005

L] ]n\festing in Pm)pie’% and "Ib('hrmlngy -One of our
goals is to have more common systens and stan -
dards across C itigroup so clients can transact with
us more easily, no matter what business is serving
them or where they're conducting business. We also
want Lo attract and develop the best talent, so we

3 ' Harowr 2008

continue to emphasize the long-term training and
development of our employees, in keeping with
our Five Point Plan. We continue 1o be the secand
most favored company among MBAs (Fortune LS,
survey}, offering unparalleled opportunities for
rewarding careers,

B Allocating Capital (o Maximize Returng—We
will continue ro evaluate oup use of capital rigor
ously in order to move it to higher-return and
growth opportunities. For example, late in 2005

we sold a substantial portion of our stake in Nikko
Cordial, Japanese financial company. and increased
our investment in Nikko Citigroup Lid ., our secu
rities business joint venture,

L f.fmhracing Our Shared Responsibilities In
2006 and beyond, we will further build on our
three Shared Responsibilities as the essential

foundation for the growth of our franchise.

We believe we must not only satisfy but even
exceed our cHents” expectations, The Citigroup
team is working to find integrated client solutions
and to bridge our businesses so all of the company
is working in unison. Lo help ensure we reach

this goal, we are continuing our efforts ro nrke
Citigroup a fast acting. nimble organization and 1o
shed bureaucracy:

CORPORATE SOCIAL RESPONSIBILITY

This was a year of unprecedented natural disas

ters —the aftermath of the tsunami in late 2004,
the earthquake in south Asia. and the hurricanes

in the United States. In response, Citigroup, the
Citigroup Foundation, and ou employees com
mitted more than $30 million for disaster reliel and
for rebuilding communtties in the alfected arcas— a
commnittnent of which we can all be proud.

We're also pleased that 30 of our emplovees were
chosen to take part in a disaster relief program
sponsored by the American Red Cross-the first of
its kind. These volunteers worked for two weeks at
Citigroup’s expense 10 help victins of Hurricane
Katrina. I'm prowud of them all and of the many thou

sands of our ermployvees who volunteer (heir time.
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Fam also very proud of the hard work of Sandy

and our emplovees on behalf of the victims of the
earthauake that struck south Asia tast October, Along
with four other private sector business leaders, Sand_y
was asked by US, President George W, Bush (o fead
a campaign to encourage private donations for refief
and reconstruction. In part through their efforts, the
private sector has raised more than $100 million in
cash and in-kind services.

Finally, we were once again named to the

Dow Jones Susl.al’nabilily World Index and the
FTSEAGood Index, which recognize companies
that lead in setting standards for sustainable growth
andd that demonstrate superior environmental,
social, and eeonomic performance,

OQUR PEOPLE

Wi are a demanding organization whose employees
exceed even our own high expectations. [n 2005, we
asked even more from them-—to stay focused on
their business responsibilities while also reshaping
our cufture through our Five Point Plan, Iy required
Al enormous commitment of time and ENergy,

but our employees succeeded in building a strong
foundation for our future growth, and moving

us closer to our goal of being the most respected
global financial services Company.

SANDY

Let me say a fow wonds about my mentor, my great
(riend, and a man whose vision revolutionized the
financial services industry, Sandy Wefll, whe will
retire as Chairman of Citigroup in April of this vear.

For the past 20 vears, I have had the privilege and
good fortune 10 work alongside Sandy, one of the
20th century's towering business leaders,

Nanedy's vision was st raightforward-—to give as many
people as possible the opportunity to participate in
the economic mainstreans and, at the same time,

to give sharcholders the most value for their trust.
Sandy achieved what he set out to doe with one
bold stroke after another, building rl’ravelers, a com-
pany that would one day merge with another areat
firm, Citicorp, to create the world's mast successful
financial institution, Citigroup.

Orthers have rried 1o emulate what Sandy buili, by
none have come close. Sandy's achievement will
have its own chapter in the histary books.

So now we bid farewell to our Chairman and
former CEQ. We will miss his uncanny sense of
viming, his indomitable will to succeed, his candor,
his integrity, and his concern for his colleagues ancd
the global community, Portunately, Sandy will con

Unue to assist us and for Lhat we are all grateful,

WHAT WE EXPECT

l.ooking ahead, we wil meastire: ourselves by the
progress we make against our strategic initiatives,
including the fong -term financial goals [ out -
lined at our Citigroup lovestor/ Analyst Day on
December 16, 2005,

8 Strong returns on equity, 18-20 percent;

= Mid-to high single-digit organic tevenue growth,
understanding thal his can be affectod by volatility
in the capital markets; and

aWe expect to achieve organic income growth that
exceeds organic revenue growth through expense
discipline and effective credit management.

The impact of Any acquisitions and share buybacks
will be incremental t; these goals,

In 2008, we refocused the COmMPany on {Is core
businesses, puf together a clear set of strategic
initiatives, strengthened our culture. and laid the
foundation for future growth,

In 2006, we will exccute on our growth plans,

(bt [

Chuck Prince

v l T 2005
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Dear Shareholders,

On April 18, 2006, 1 will step aside as Chairnan of Citigroup.

These are not casy words to write, Citigroup and its logacy
companies have been such an fmportant part of my life these
past 46 years that it's difficulr (o imagine any other reality,
Cltigroup has been and always will be fanly.

Bt the time is right. | take great comfort when I see the
direetion in which Chuck and his feam are taking our com
pany. [ walk away fully confident that onr best days are just
ahead and that (‘liligmup's new leadership has embarked on a
course that will ke the Cornpany Lo new and greater heights,

The creation of ( sttigroup was the capstone of my career,
When people ask me what was the best aspect of working

in financial services, My answer is always the same-—that the
companies | ran helped create a better standard of living for
millions of people around the world. We did this with integ
rity, by providing access to fnancial resources so people could
tealize their dreams, so businesses and institutions could grow,
and so communities could become stronger.

And no company has done it as well, Citigroup is in 100
countries, many for more than a century, with more products
and greater reach than all our competitors-—a tribute to the
thousands upon thousands of employees who have made us
the global industry leader. We have the strongest balance sheet
and earnings capability of any of our competitors,

['ve been privileged t lead these talented men and WOImern.,
Together we've witnessed some of the indust rys most dramatic
changes, bul through them all, the one constant has been our
employees hard work and dedication to our clients and share-
holders, hoth of whom have been rthe foundation for our SUCCess,

I've also been blessed 1o work with a Board of Directors that i
consider to be not only the finest in the world, but one that has
set the financial industry s standards for governance and, in so
doing, has positioned Citigmup for a long and successful future.

“When | think back on my career,
I was fortunate to have had
opportunities to make a differ-
ence. I'm proud that so many
employees of companies I've
led went on to enjoy successful
careers while they provided for
their families and served their
communities.”

SANDY WEILL

Let v atso say a word about my good friend and fedlow Board
member Arthur Zankel, who died last year. Arthur was a great
human being, a leader in every sense of that word, and g gener
ous man who helieved in helping people through education. We
nuss you, Arthur- b you are still with us in so Many ways.

It has been a magnificent Journey and, just as imporant, it has
been fun. Over the vears, I've been known as a dealmaker and
['ve made many in my career of which [ am very proud. But
personally. the deal of my lifetime came in June 1955, when
Joan Mosher became Joan Weill. Joan has been my closest
friend and confidante and has been there for me during the
best and worst of times, and | know that without her | woukd
not be where | am today:

Retiring from “tigroup does not mean | Jeave the stage. As
many know, [ ama passtonate believer in education and will
continue to work on behalf of those i nstitutions that give
young people the opportunity to develop thetr mineds aned
prepare them to contribute o saciety. And in addition o my
consulting work for Cmgmup, [ will continue my philanthropic
activities, including leadership of the Committee to Encoumg&
Corporate Phitanthropy, Carnegie Hall, Weill Cornell Medical
College, and the National Acacles ny Foundation.

When | think back on my career, | was fortunate 1o have had
Lpportunities o make a difference, ' proud that so many
employees of companies |'ve led went on to enjoy successful
careers while they provided for their families and served their
communities. | ve met so many wonderful people and made
lifelong friendships. € fitigzmup will always be an integral part
of my family, and Chuck has my full support and confidence
as he leads the tompany into a very exciting future.

My friends, remember always 1o strive for excellence and, as
you come close to accomplishing your goals, push them out a
little further and see what happens. You'tl be amazed ar what
you teally can do. My very best wishes 1o you all.

o )i 2008
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Dear Shareholders,

I betieve that we are in a peried of change in the globul
economy of historic proportions, driven by powerful tech
nological development and its rapid and pervasive adoption
across geographies, global integration as to rade and capital
markets, and an almost universal movement towards market
based economics around the globe. The consequence is great
opportunities for the global economy, but there are akso

commensuralely great challenges.

Whether this potential is realized, or instead we experience
serious difficulty, will be greatly affected by how well or how
badly the political systemns of the major regions of the global
econanty address these challenges. This juncture of apporturities
and challenges, and the matiy factors ihat underlie both, poses
exceptional complexity and uncertainty for the decision-nuking
of business, imestors, and policymakers.

And there are no clear diswers - - only possible scenarios and
Judgments about the probabilities, Moreover, this complexity is
heightenext because timing on possible scenarios is unpredictable.

One likely consequence of all this change is a continued shift
ing of relative regional economic importance toward China,
India, and many of the other emerging -market nations of
Asia. These countries clearly have their own great challenges,
including, very important Iv. reduction of government involve-
ment in economic decision- making, but their political systems
have made great progress in meeting those chatlenges, and that
showld augur well for the future.

The developed nations of the globe, and the other emerging
markel nations, face their own chalienges. These challenges
include reducing structural rigidities and trade barriers, effec.
tively accomplishing broad-based sharing in economic growth
rathier than the too-frequent relatively narrow participation
that undermines support for market - based economics and
trade kiberalization, protecting the environment as an eco
nomic imperative, and addressing financial imbalances and an
aging workforce.

“There are no guarantees in life,
but as one of my colleagues
said, there may be no financial
institution in the world that
has a better hand to play, and
Citigroup has the leadership,
the strategy, and the people to
play it very well."

ROBERT RUBIN

Because this 15 the world's largest fnancial institution, and a
Buly inter national instination in 100 countries, the people of
Citigroup wrestle with adl of this daily. For example: what are
the implications of enormous flows of petrodolfars generated
by today's il prices, what effects might global rade imbal
ances and US. inter mediate and longer term fiscal imbalances
have over the longer run for interest rates and foreign
exchange rates around the world: where is growth likely to
be greatest in the global economy and where is it likely to be

slowest: and much more.

Our retiring chairroan, Sandy Weilt, combined Citicorp and
Traveders, both companies with long and distinguished histories,
to form an institution of very special capacities and strengths.
These strengths include an enormous balance sheet, a vast
global presence, a wide array of products thai can be brough
together 10 meet the multiple needs of clients, and, most
Importantly, a highly tatented professional work force that can
draw on all of these capacitics to develop solutions for clients,

Our CEO, Chuck Prince, has Taid out a strategy to engage
energelically bath in rthe developed regions of the waorld that
despite their relative maturity still offer great opportunities

for Citigroup Europe, Japan, and the United States andd 1o
continue building on owr long bivolverent in a broad artay of
protrising emerging market couniries. { Jitigroup’s strengths can
bring great value added 1o its clients, to its talented people in
realizing their potential, and (o jts OWHETS,

There are no guarantees in life, but as one of my colleagues said,
there may be no Anancial institution in the workd that has a
better hand (o play, and ( Augroup has the teadership, the strategy,
and the people 1o play it very well.

TR QR
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C = Broadest Distribution

“I.do a lot of traveling in the U.S. and abroad and one of the best
things I like about Citi is that | can do my banking almost
anywhere, no matter what I need to do and when I need to do

it. They're in so many places. And 1 also think the staff is terrific.”

LONDEL DAVIS, U.S. CITIBANK CLIENT FOR 30 YEARS
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Global Consumer Grourp

o

NOFEh America and around

Ainong sone of the issues Uit our
business faced last year were bankruptey
spikes from the new US law, and the
impact of Hurricane Kauina, both

of which affected our bottem line.
Nonetheless, we produced net income
of $10.9 billion on revenues of

$48.2 vittion.

Whether helping a CitiGold® client
make investinents in Moscow, a stnall
business obtain a Joan in Hong Kong,
a first-time borrower use CitiFinancial
for a scooter loan in India, or new
immigrants apen their first checking
accounts in New York, our businesses
offer more to the world's CONSUMErs

than any other Anancial fnstitutions.

Among other innovations in 2005, we
introduced the PayPass debit product
in the United States, the first Cards
rewards program in Egypt, mobile
phone banking in Australia, and
CitiFinancial transaction windows

in post offices throughout Romania,

mast valuable brand, our consumer busir

the world

FOCUS ON OUR CLIENTS

2005 was a year of transition, as we
made major structural and managerial
changes, We reorganized our businesses
along client lines to capitalize an the
different opportunities that the retail
consumer markets offer.

Our US. Consimer business is
organized as follows: ULS, Retail
Distribution, composed of our
branch-based consumer businesses

and Primerica Financial Services: US,
Consumer I_;(‘nding. which includes our
mortgage, auto, and student loan busi
nesses; LIS, Cards; and US. Commereial
Business. This new structure allows us
to better integrate products and services
to meet the needs of our clients and
deepen our relationships with thern,

PRODUCT BREADTH

In our Cards business. 11.S. Cards offers
innewative products and services that
make us the world's leading cards issuer.

Croup remains

s unmaiched size and

Among our imany initiatives i 2003,
we faunched the Sitnplicity™ Card in
the United States in response to our
clients aversion 1o Iate fees and their
desire for swift, live, one - on-nne service:;
a Platinum Card in Singapore that
offers card holders extensive Insurance
options; and the Citi Ultitng Card in
Russia, aimed at meeting the needs of
the growing number of affluent people
in that country.

We alsor extended the reach of existing
products. We expanded our CitiGold
offerings for affluent individuats by
faunching the product in Spain, open
ing a CitiGold Center in | long Kong,
and tntroducing CitiGold Member
Rewards in Indonesia. [n the United
States, CitiGold is adding clients at the
fastest rate in many years,

Also in 2008, US. Cards announced that
for the first time it will jssuc Ci prod
uets on the American EX|)ms<; Netwark.
The Citi American Express Cards will
be accepted at millions of locations and
at more than 1,700 Amnerican Express
Travel Services locations,
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Our consumer business is focused
not only on the affluent, but across a
broad economic spectrum. In 2005,
CitiFinancial introduced a real estale

secured loan product in several markets,
including Hong Koug and Poland,
where such loans historically have not
been available, The loan gives bor
rowers Who have been shut out of the
housing market the Opportunity to
own a home.

EXPANDING OUR REACH

Likewise, the growing branch networks
of CitiFinancial and Citibank are help-
ing millions of consumers reach their
financial goals and fulfill their dreams,

Consider South America: in Brazil

in 2005, our retail bank grew to 60
branches and 230,000 clients. In
Colombia, we increased the number of
branches and ATMs by 50 percent, And
in Petu, we added nine branches and
launched several key products, inelud
ing personal loans, retail accounts, and
online capabilities.

In the United Sla(&s, we alo completed
the acquisition of First American Bank
it Texas, adding 106 branches in one of
our key ULS. markets.

We expect to expand our Cltibank

andt Citil'inancial presence signiflcantly
in 2006, adding hundreds of branches
globalty. We are wor King to grow vur
retail bank branch network substantially
in Brazil, lurkey, and [Russia, anong
other countries. We also plan to expand
our consumer finance branch presence
in Mexica, Poland, India, Spain, Korea,
and elsewhere.

1 } Loy 2008

A FOUNDATION FOR GROWTH

One of the most valuable legacies of
our almost 200 years of hanking is the
foundation we 've built for growth for
the next 200: a worldwide network
of 7,919 retail branches and consumer
finance offices {includes automatexd
loan machines in Japan) serving il
lions of clients in 50 countries.

One of our priorities for 2006 and
bevond is o leverage this unique plat-
form to attract new clients and deepen
our relationships with existing clients.
We have the reach, products, and ser -
vices 1o succeed at both. What's more,
we have the insight to find inpovative
ways to serve clients and to deliver 1hese
services well  witness such unigque
offerings as Citi Identity Thef Solutions,
the Thank You Network, and Citibani®
(slobal Transfers,

SHARING EXPERTISE GLOBALLY
Citigroup is one of the world’s most
experienced financial services compa-
fies, and our global foolpring allows
us to share knowledge across borders.
Through our unrivaled risk and deci
SiOn management expertise, we have
the ability to make loans to and open
accounts for consumers in any market.
Few companies have the advantages of
Cmgmup when entering developing
markets sucl as India, Poland, o Brazil
and extending credit, opening checking
accounts, or issuing cards.
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TAMARA SHOKAREVA, CITIGOLD CLIENT, RUSSIA

I China, we completed a joint venture
with Shanghai Pudong Development
Barik last year 1o launch a new credit
card. By exporting our US, Cards tech-
nology to China, we were able to issue
the first dual-currency card there.

MAKING COMMUNITIES BETTER
Making communities better is one of
owr core goals and responsibilities, In
2005-—the second year of our 10 year,
$200 mition Financial Education
commitiment —our efforts in Financial
Education and community investment
wnce again made an impact.

From our Financial Fducation Summit
in Malaysia to the “My Finances”
Economic Education Program in Poland,
we devoted our time and resources to
improving financial literacy globally.

In addition, Citibank Community
Development closed nearty $2.5 bil
lion in loans st year, helping (o create

more than 10,000 new affordable hous-

ing units for low- to moderate-income

families.

Citigroup’s consumer business is a
world class franchise built to deljver

CArNINgGS in any economic environment.

If we continue to focus on our clients,
bring our vast experience lo new mar
kets, and offer innovative solutions for
our clients’ needs, we will continue to
grow now and in the long term.

i l Ltiarony 2008

“I enjoy excellent service from my

personal CitiGold Executive, who
helped me create a well-balanced,
high-return portfolic of three
currencies placed in term deposits,
market-linked deposits, and mutual
funds. | use CitiPhone and Citibank
Online as well as CitiGold's free
access to dirport lounges on my
frequent travels. Overall, CitiGold is
the best proposition in the Russian
now.”
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C = Most Valuable Brand

“We trust Citigroup to do the right thing for us, whether

to win a deal, commit its balance sheet and assets, or alert
us when they think we're not doing the right thing. When
we go into battle to win a deal, we're happy to have

Citigroup on our side.”

STEPHEN SCHWARZMAN, CHAIRMAN & CEO, THE BLACKSTONE GROUP, U.S.
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Corporate and Investment Banking

0 Lorporate and Investment Banking are
the depth and duration of our ¢!

embedded local presence in 100 coni

our clients globally.

T 2005, we provided clients with stra
tegic advice, new ideas, and the Kinds
of solutions and unique capabilitiey
that onee again demonstrated that we
can accomplish difficult transactions
anywhere in the world.

For the year, we earned $6.9 billion
i net income on revenues of nearly
$24 biltion.

FRANCHISE STRENGTH

In 2008, we achieved strong momentum
in Capital Markets and Banking. For
the first time, we earned the #1 ranking
as the leading Global Underwriter of
Fauity and Equity-1inked Securities,
underscoring our commitment to lever-
aging our advisory expertise and global
exquity distribution capabilities. And we
endex the year as the # 2 advisor on
completed M&A transactions globally.

OQur Global Transaction Services team
finished the year as one of ( Citigroup's
fastest -growing businesses, We were
named Best Bank for Cash Management
by Eumomoney for the seventh consecy-
tive year and launched several products,
including Tressury Vision™ and Asset
Manager Solutians for Separately
Managed Accounts—which The Banker
recognized as its "Back Office Solution
of the Year.”

Having executed deals for more clients
in more countries and in more curren
cies than any of our competitors, our
Fixed Income business maintained its
position as the leading underwriter of
bonds globally. Our Equities team had
an outstanding vear, with improved
market shares and client rankings in
virtually all business segments,

Indeed, vur Emerging Markets Sales
and lrading business, with trading
floors on the ground in some 70
emetging markets countries, had
another strong year, with 23 percent
volume growth in Client f"oreign

Exchange and Dlerivatives,

We were the #1 Global Underwriter of
Debt and Equity for the 17th consecu.
tive quarter, and our clients continued
o rely on our willingness and ability to
comumit capital and provide liquidity, In
addition, we significantly expanded our
US. electronic tracking capabilities and,
by leveraging the technology from our
Knight Tracling and Lava acquisitions, we
nearly tripled the number of clients who
trade through our electronic platform.

We are also proud of our inclusion at
or near the top of practically every
ranking of financial services firms. In
fact, because of the advice and service
we provided, we ranked #1 in 14 of 25
League Table categories  more than
any other firm. Regardiess of product,
and whether measured agairst local or
global competitors, we are consistently

named an industry leader. lts a power
ful indication of our expertise, the
value we deliver, and the quality of
our people—and it's a claim no other
ﬁnam'ial services ﬁl‘ﬂl can make.

TRANSFERRING EXPERTISE

Kev to meeting client demands is our
providing integrated solutions by lever-
aging teams from across the firm and
around the world. We demonstrated
this strength in our role as advisor,
financier, and {nvestor on Deutsche
Annington Immobilien Gl s $12.8
bitlion acquisition of Viterra AG. This
was the largest-ever real estate transac-
tion and private equity investment in
Ger many, a deal that brought together
teams from Fixed Income, Tnvestment
Banking, and Citigroup Alternative
[nvestments.

“Citigroup’s ability to work with us al
all levels of the capital structure, and
with a transaction of this scale, enabled
us to complete this transfor mational
deal against flerce competition,” said
Guy Hands, CEO of Torra Firma
Capital Partners.

When PepsiCo required a hanking sys
tem with global visibility 1o optimize its
investments, the caompany teamed with
Citigroup to develop TreasuryVision™,
a powerful Web- based tool that pro
vides views of real-time balances, cash
positions, imestments, and borrowings
worldwide.
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“Treasury Vision™ s groundbreaking,”
said Lionel I Nowel] 11, PepsiCo’s
SVP and Treasurer. “It allows us to ini

tiate new services, not Just choose from
what's available, and that gives us a real
competitive advantage.”

In Augnst, China National Petroleum
Company (CNPC) announced the
largest-ever cross-border M&A transac-
tion by a Chinese company with its
acquisition of PetroKazak hstan, The
company faced a complex set of chal
lenges from rising oil prices, strong
competition, and recent unsuccessful
attempts by other Chinese comparties
to acquire abroad. Working with teans
from M&A, Energy, and Fixed Income,
and with coverage bankers from Haong
Kong, (China, London, New York, and
Canada, CNPC achieved its goal and
completed the $4.18 billion transaction
in just four months.

witngrenn 2008

“We expect a lot from Citigroup
because of its global presence.
We rely upon the expertise and
advice Citigroup provides to
us, and | would like to see this
relationship, which stretches back
100 years, last another 100.”

WOLFGANG H. REICHENBERGER

EXECEPVE VICE PRESIDENT, FINANCE
NESTLE S.A., SWITZERLAND

GLOBAL REACH

When it required a bookrunner with
leadership positions and local tatent in
markets across Latin America, Ti*mium.
a global steel production and manu
facturing company, selected Citigroup
to finance its tender offer for 99,3
percent of the shares of Hylsamex S A.
de C.V. The $1.38 billion deal was the
largest corporate debt Anancing ever
structured in Argentina, and allowed for
financing at the holding company level,
diversifying the facility risk across three
countries, providing investors with
sound investment Opportunities,

"Citigroup’s global resch made it
the ideal partner in this transaction,”
said Daniel Novegil, Ternum’s Chief
Executive Officer,

OPP006988




Following major storms, the roads

leading to Part Fourchon, Louisiana, a
major oil and gas port supplving up to
18 percent of LS. demand, are often
impassable. Hurricanes Katrina and
Rita caused massive damage to the
port and connecting roads, ereating a
profound impact on the US. economy
as energy prices soared. Citigroup’s
industry-leading LLS. Municipals team
worked with local governments and
agencies, energy companies, rating
agencies, municipal bond insurers, and
investors to finance the ports $240)
million project o replace and repair
key infrastructure,

"Partvering with Citigroup gave us a
comfort level that wasn't present with
any other firm,” said Port Director
Ted Falgour.

During 2005, we created a parinership
with the Workd Food Program (WFP),
the United Nations disaster relief arm,
to leverage our global footprint, local
relationships, and ability to respond
quickly in emergencies to help the
WFEP on an engoing basis. I 'his part
nership builds on the assistance we
provided the WFP during 2004’s
tsunami, when we helped it establish
a base of operations in Bangkok.

EXPANDING DISTRIBUTION

In the United States, we established

the Nattonal Corporate Bank and the
Natiorat Investment Bank Lo serve

a broader range of corporate clients.

We acquired Unisen to build our firnd
services and transfer agency business,
and we were awarded the Separately
Managed Account industry’s largest out
sourcing assignment to date from Lazard

Asset Management. Our commitment
to quality management was evident in
Malaysia, where our Trade Services busi-
ness enabled (fitigmup to become the
first financial institution to win (he pres
tigious Prime Ministers Quatity Award,

To better serve our chemnts, we made
strategic investments of minority own
ership stakes in the Philadelphia and
Boston Stock Exchanges. We enhanced
our equity market technology capa-
bilities, purchasing an electronic
communications network to Increase
execution [lexibility, provide alterna-
tive Hquidity pools, and contribute to
overall market efficiency. And with the
evolution of fixed income products,
we repositioned Structured Corporate
Finance and integrated our Loans and
Leveraged Finance reams.

Qur new conmedities trading hub in
Houston, Texas—working with teams

in London, New York, and Singapore —
offers creative solutions to chents trading
natural gas, crude oil, metals, and power.
And in India, we enjoyed significant
growth in our equities business,

OUR PEOPLE

Throughowr 2005, we continued 1o
forus on people, hiring a number of
very experienced bankers and thought
leaders and providing additional career
development Tor our existing teams. We
are immensely proud of our people and
their commitment to developing the
best ideas, delivering the highest -quality
work, and always acting in our clients’
best interests,

s l Citugroan 2008
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C = Unmatched Scale & Efficiency

“As an entrepreneur, | have a passion for growing high-tech

start-ups and taking new technologies to market. Those are

risks 1 like to take. But when it comes to managing my money,
I'm much more risk-averse, so I feel comforted knowing that
my portfolio is being managed by some of the best talent in
the industry at Smith Barney and in an institution the size
and scale of Citigroup.”

STEVEN MOORE, SMITH BARNEY CLIENT, U.S.

OPP006990



Global Wealth Management

Giobal Wealth Manac

sCate, and expertise of oy businesses, we

In the year since the formation of

Globat Wealth Manageten - com
prising Citigroup Smith Bar ney, The
Citigroup Private Bank, and C itigroup
Iivestment Research—the value of
bringing these husinesses together has
become even more evident.

I'he combination of Smith Barney and
The Private Bank created one of (he
largest wealth management businesses
i the world, with more than 14,000
financial advisors and private bank
ers and $1.4 trillion in client assets.
('Iiligmup Investment Research is one
of the leading research firms on Wall
Street, with more than 300 research
analysts providing objective and
Innovative research for institutional
and individual clicnts globally.

In 2005, we carned $1.2 billion on

revenues of $8.7 billion,

Neither size nor research capabil-

ity alone defines Global Weaith
Management. It's the combination of
the two that sets us apart. together, they
are uniquely equipped to provide the
insight, advice, and solutions our clients
need to achieve their financial goals.

CLIENT ADVOCACY

At the core of the Global Wealth
Managemem strategy is client advocacy.
Our goal is nox simply 1o sell investment
products to Gur clients; rather, our goal
is to help clients navigate the complex
and ever-changing array of options and
successfully manage their financial lives,

The 2005 sale of the Asset Managemen:
business (o Legg Mason in exchange
Tor Legg Masor's Wealih Management
business is a dranmtic llustration of our
commitment to this principle. This deal
wis a watershed event in the wealth
management industry: by selling our
in-house asset managernent business, we
eliminated potential or perceived con-
flicts and reatfirmed our conmitment to
bringing the best wealth manage ment
salutions to clents.

Buﬂdmg On our conumitment to client
advocacy, we introduced Smith Barney
Advisor in 2005. The program helps
clients manage their accounts against
asset-allocation guidelines developed in
consultation with their Simith Barney
Financial Advisor. In this model, the
financial advisor's sole task is 1o pro
vide the client with sound investment
advice and, importantly, clients are
charged a fee based on the size of the
accourt, not transaction volumes.

management and

Our clients have responded over-
whelmingly. In just seven tionths,
client assets in Smith Barney Advisor
grew to more than $3.9 billion. We
continued (o see strong investar prefer
ence for other fee-based services, with
fee-based revenaes hitting an historic
high in 2008, accounting for nearly 50

percent of total revenues.

The Citigroup Private Bank {CPB) is
also focused on cliemnt advotacy  pro
viding intellectual and Anancial capital
to some of the world's most influential
entrepreneurs and families. To help
these clients accomplish their financial
and business goals, the CPB created
teamss of financial specialists—led by
private bankers who work with otfe
experts from across Citigroup  to
focus on the unique requirements of
various wealth sectors, such as law
firms, real estate developers, financial
sponsors, and enirepreneurs,
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For example, the CPR has developed
a specialized approach to serve clients
whose wealth is associated with real

estate holdings. These clierts ben

efit from our expertise in real estate
ﬁnanc‘ing, cutting-edge asset allocation
techniques, and risk management
strategies geared specifically for real
estate-rich portfolios. A similar specialty
for attorneys and their unique needs
has existed at the CPB for more than
30 vears.

While the CPB approach (o cliert
service is differentiated among various
sauarces of wealth, high-net-worth cli-
ents across Global Wealth Management
may benefit from a suite of innovative
and exclusive services ane Lpportui -
ties. These include the Tailored ( sroup,
which provides highly customized and
optimized portfolio-management ser-
vices, Global Hedge Strategies, a joint
venture with Pacific Alternative Asset
Management Company that offers
customized portfolios of hedge funds;
and our robust global custody platform,
which leverages Citigroup’s worldwide
footprint and provides integrated
custody and reporting services in 30
countries and 20 different currencies,

INTELLECTUAL LEADERSHIP

I 2005, Globat Weealth Managerien
also continued to build on its intel
lectual capital base. By leveraging scale
and resources across Citigroup and
4CTOSS our sector, we have been able
o invest more in the businesses and
Improve vur performance for clients

and shareholders.

w1 2008

One example of this is he contined
buildup of our global investment
research capability. Already one of the
most robust in the industry, this business
now has more than 300 analysts and
strategists covering some 2,800 stocks
globally that collectively represent about
90 percent of the market capifalization
of the major global indices,

The year also brought about 2 name
change--Smith Barney Giobal Equity
Research changed 1o Citigroup
Investment Research {CIR). The change
leverages the reputation and strong
global brand name of Citigroup and
reflects the team growing portfolio

of business—sitmilar to the acklition of
Corporate Bond Research, which came
from its prior home at our Corporate
and levestrieni Banking Lusiness,

We established a sector-wide invest-
ments function in 2005, which
develops a consolidated outlook on
the economy, the markets, and asset
allocation and then works with our
professionals in the fleld to franslate
that view into effective cliont solutions,
This outtook is driven by thought lead
ers within (filigwup and around Wall
Street, and is a fundamental element of

our client advocacy service modal,
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RAYMOND SOONG, CHAIRMAN, LITE-Oh

We introduced Whole Net Worth,

our asset-allocation framewaork that
Incorporates all asset classes including
alternative assets such as hedge funds,
private equity, and real estate—to many
clients in the United States in 2005,
The model was enhanced over the
course of the year to make it more
useful to clients around the world.

We've also made a significant invest.
ment in fostering intellectual leadership
aimong our people by expanding our
professional development and accredita-
tion programs in all our businesses.

EXPANDING OUR REACH,
DEEPENING OUR RELATIONSHIPS

In addition 1o further developing these
initiatives, we will step up our focus on
non- LIS markets in 2008, [n particular,
we will expand Citigroup Wealth
Advisors (Smith Barney's operations
outside the United States), and develop
the Citigroup Private Bank's onshore
presence in three key countries: India,
Brazil. and the United Kingdom.

understands this well"

GROUP, ASIA

As we build on this expanded global
coverage, we will continue bringing
C Atigroup's unmatched capabilities,
insight, and access to bear on behalf
of our clients. By pairing our open
architecture, advocacy-driven client
telationship model with the world-
class intellectual capital residing in
CIR-and elsewhere within Global

Wealth Management - we believe we e

in a unique position to forge deep and
lasting relationships with clients of all
wealth levels and become the wealth

management firm of choice worldwide.

“ e tonn 2008

listic private banking with an investment banking touc|
hat | iook for in a wealth management provider. One's personat
we h is inextricably linked to his business interests, Citigroup
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C = Product Breadth

“Every client interaction is based in education. Our
clients need to understand both the benefits and risks

that an investment in alternatives may contribute to their
portfolios prior to making a decision. To assist them, we
are able to offer the product array, the quantitative insights
of our asset allocation research team, and the qualitative

insights of our investment center professionals.”

MAUREEN O'TOOLE, CITIGROUP ALTERNATIVE INVESTMENTS, MANAGING DIRECTOR,
HEAD OF HIGH-NET-WORTH SALES, AMERICAS
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Citigroup Alternative !nvest’m‘e :t(,sf

Today, Citigroup Alternative inves

products across five alterna

i

real estate, struc

As one of the world’s largest alternative
asset managers, Citigroup Alter native
Investments (CAI) has $37.6 billion of
capital under management and more
than $100 billion on a levered basis.
CAl manages the company's proprictary
capital as well as capitat from third- party
institutional and high. net-worth chens.
In 2005, we had strong performance.
earning a record $1 4 billion in net
income, an increase of 87 percent over
2004, un revenues of $3.4 billion,

CAl is one of the broadest, most
highly integrated alter mative invest -
ment platforms in the financial services
industry. We manage a wide range of
products across five asset classes: private
equity, hedge funds, real estate, struc
tured products, and managed futures.
Comprising 12 investruent centers,

our goal is Lo enable our investment
teams to draw on their entrepreneurial
skills to capitalize on opportunities,
while benefiting from the power of
Citigroup's unparalleled intellectual,
operational, and linancial resources.

STRATEGY AND OBJECTIVES
Qur goal is 1o be the worlds premier
alternative investiment platform and we
have a unique business model designed
te accomplish that objective. Six char
acteristics define that business model:

Proprietary investment capital co-
invested with clients CAI manages
$12.2 billion of the company s proprie
tary investments. This aligns Citigroup'’s
interests with those of investors. We
think first and foremost like a principal,

ured products, and mar

focused on finding the most attractive
investment opportunities, and then we
develop products so clients around the
world can invest with us. For example,
in 2005 vur veal estate group acquirexl
an interest in Deowtsche Annmgmn
Immobilien Gruppe, the largost real
estate company in Germany. Clents
then invested alongside us in this land
mark deal.

[n 2005, our investment products
altracted $6.2 billion of new third-
party capital, more than half from
outside the Unired States.

History of innovative products
ldentifying themes before others is a
critical component to earning out
standing returns. Citigroup has a long
history of leadership and innovation in
alternative investing, [n the 1960s, we

were early participants in private ety

A decade later, we pioneered one of
the first managed futures programs. In
the late 1980k, we were among the first
to introduce structured credit products,
while in the carly 19905, we launched

our lirst iedge fund platform.

Integrated, diversified platform The
breadth of our alternative investment
platform allows us to pursue timely
investment themes while maintaining
our objectivity. Unlike more narrowly
defined alternative investment platforms,
our breadth helps us remain objective.
We can compare the relative attractive
ness of different asset classes and better
determine the most attractive opportu
nities at any given point in time,

Strong globat distribution Our third
party fnvestors include institutions
and high-net-worth individuals. Our
30 person sales anc marketing team
located thraughout the world assist
chents as diverse as pension funds,
endowments, insurance companies,
banks, and individuals with planning
to help them understand the role

of CAI products in their portfolios.
What's more, we work in close part -
nership with our businesses in Global
Weaith Management, Corporate

and nvestment Banking, and Gilobal
Consunter to harness the power of
Citigroup’s disteibution.

World-class service and controls
Building a world-class investment busi
ness requires a commitment to strong
legal, tax, information technology, and
accounting capabilities that allow the
investinent teams to do what they do
best - - focus on investing. In addition
to Citigroup’s own risk management,
comphance, and audit functions, cur
investment centers are monitored by
numerous regulatory agencies.

Focus on investment perfermance
The judgment of invest meni profes
sionals is, ultimately, most important

to investment performance. Access

to: capital, distribution strength, and
information allow CAl to attract and
retain top-caliber talent. In 2005 alone,
we recruited more than 150 tilented
investment professionals to our team,
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C = Most Global Presence

“Given the long history of Citigroup and Banamex in Mexico,

the partnership with Saber Cuenta is a natural alliance that is
helping strengthen sustainable economic development in com-
munities across Mexico. By providing low-income youth and
adults with financial education, job skills, entrepreneurial
training, and access to financial products and services, we

are empowering people to create a brighter future for
themselves, their families, and their communities.”

ARTURO ZAPATA, CHAIRMAN, JA/IMPULSA, MEXICO
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Global Community

With Citigroup's extensive

a difterence where we |ive and work.

Citigroup’s wotal philantlwopic giving
frem our Foundation and our busi
nesses combined reached more than
$126 million in 2005,

"“Through the Citigroup Foundation's
support of some $2.6 million since our
inception in 1997, Grameen Foundation
USA has provided hundreds of thou-
sands of impoverished families with
access to microfinance and innovative
technologies that accelerate their
ability to move out of poverty.”

Durlng the vear, Ciligmup's businesses
also provided financing and made other
investments totaling nearly $35 bitlion

Lo support low- and moderate-income
{EMI} families and communities in

the United States. To help ensure that
money is available to LMI families that
wish to purchase a home, Citigroup has
committed $200 billion for affordable
martgage lending in the United States

ALEX COUNTS, PRESIDENT & CEO, GRAMEEN FOUNDATION USA

through 2010, By the end of 2005, we
lent vearly $110 billion of the total.

In 2005, Citigroup was again reaf-
firmed as a component of the Dow
Jones Sustainability World Index, which
recognizes companies in the top 10
percent of environmental, social, and
economic performance. We also were
reaffirmed on the PTSE4Gaod Tndex
for having met specific criteria relating
Lo environmental sustainability. corpo
rate citizenship, shareholder returns, and
support of human rights.

FINANCIAL EDUCATION

Building on the commitment we made
in 2004 1o invest $200 mithon over 10
years in support of financial education,
in 2005 Citigroup awarded close (o
$30 million in grants and sponsor
ships around the world, Some of the
programs included “The Adventures of
Agent Penny and Wil Power,” 4 new
campaign that reached nearly 50,000
children in Asia. In addition, our busi-
nesses funded such initiatives as Saber
Cuenta: Knowledge Counts, a national
collaborative project in Mexico amang
Banamex, local government, and non

goverimental agencies that benefits
broad segments of the Mexican papu
lation through employvment programs,
entrepreneurship training, and financial

PHILANTHROPY & VOLUNTEERISM
Asa leading private sector supporter of
microfinance, the Citigroup Foundation
has provided nearly $27 million in fund

education. ing to microfinance institutions (MFTs)

SUSTAINABLE DEVELOPMENT and MFI networks globally over the past

As one of the founding members
of the Equator Principles, Citigroup
strengthened its efforts (o implement

five vears,

In 2005, we continued to support our

employees’ cormmunity volunteer efforts,
the Principles unifor mily by revis- with many of them coming to help
ing our risk policies and enhancing communities hit by natural disasters - in
Pakistan, south Asia, the United States,

and Latin America. We committed more
than $30 million to disaster relief and (o

rebuilding affected areas.

our Environmental and Social Risk
Management training. The Equator
Principles are voluntary guidelines
based on World Bank and International
Finance Corporation policies 1o evaluate . .
X y P . Our Chaitrman, Sandy Weill, was
ervirommental and social risks related (o . .
- . X among five US private sector leaders
hmm‘mg development projects. X ) .
asked 1o Jead a massive effort 1o raise
resources 1o help those affected by
the earthquake that struck south Asia,

Ciligrmxp, the Cirigmup Foundation,

Also in 2005, Citigroup’s Sustainable
Development Ivestment Private
Equity Program invested in Batrampu
and our employees pledged up to
$7 million toward relicf efforts and
provided volunteer suppaort.

Chini Mills. Ltd., to expand its manu
facturing of ethanol as a fuel additive,
Citigroup alse commited to reducing
its greenhouse gas emissions 10 percent
globally by 2011.

S rtior v 2008
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Recognition

In 2005, Citigroup was again recognized by independent organizations, the media, and investors as the
best in the industry. The following is a sample of this recognition:

ALTERNATIVE INVESTMENT NEWS
Institutional Manager of the Year

ASIAMONEY
Best Private Bank, Asia-Pacific

THE ASSET
Bank of the Year

Best Bond House
Best Loan House

THE BANKER
Best FX House, the Americas

Americas Securitization House

THE BANKER TECHNOLOGY AWARDS
Winner, Back-Office Technology:
Citigroup Asset Manager

Solutions for Separately Managed
Accounts

BOND BUYER
Deal of the Year-San Jose
Redevelopment Agency Bond

EUROMONEY
Best Bank, Latin America

Best Debt House, Australia

Best Bank, Mexico

Best Private Bank, Latin America
Best Private Bank, The Philippines
Best Private Bank, Taiwan

Best Private Bank, Thailand

Best Private Bank, Middie East
Best Private Bank, Bahrain

World's Best Cash Management Bank
{7th consecutive year)

EUROMONEY ISLAMIC FINANCE
AWARDS

Best International Bank~Sukuk House

EUROMONEY AWARDS FOR
EXCELLENCE

Best Debt House, CEEMEA
Best Investor Services, CEEMEA

Best at Risk and Cash Management,
CEEMEA

Best Debt House, Middle East

FINANCE ASIA
Bank of the Year

Best Loan House

Best Cash Management Bank
Best Secondary Deal

Best IPO

Best Foreign Commercial Bank,
Australia

GLOBAL CUSTODIAN HEDGE FUND
ADMINISTRATION SURVEY

Best in Class for Mutual Funds and
Hedge Funds

GLOBAL FINANCE
Best Internet Bank

Best Corporate & Investment Internet
Bank

Best Investment Bank, Middie East/
Africa

Best Bank for North American Equity
Derivatives

Best Emerging Market Bank,
Latin America

Best M&A Advisor in Russia
Best Global Debt Bank

IFR
Best Emerging Market [.oan House,
EMEA

Best Loan House, Latin America

Best Loan, Latin America

Best Asia Pacific Loan House

Loan House of the Year China

Loan House of the Year, Hong Kong
Equity House of the Year, india

Bond House of the Year, Singapore
Equity House of the Year, South Korea

Best AP Domestic Bond, Wells Fargo &
Company's AS2 billion fixed/float rate

IFR ASIA
Best Loan House

A ! At 2005

INSTO

Deal of the Year, BHP Billiton's US$7.3
billion acquisition of WMC Resources

INVESTMENT DEALERS' DIGEST:

DEALS OF THE YEAR

Overall Deal/Private Equity Deal:
Sungard LBO

FIG Deal of the Year: Citigroup Swap
with Legg Mason

Healthcare Deal: Emory University

LATIN FINANCE
Best Syndicated Loan

Best Cross-Border M&A
Best Syndicated Loan-Techint
$1.388 ioan

Best Project Finance-Menxico City
International Airport

STARMINE BROKER RANKINGS

Best Stock Picking (Citigroup
Investment Research), France,
The Netherlands

Most Award-Winning Broker in U.S.~
Citigroup Investment Research

THOMSON DEAL WATCH

Best Equity Deal, Japan (Bank of
Yokohama)

Best Equity-Linked Bond, Domestic
Deal, Japan (Sankyo Tateyama
Holdings)

Best Asset-Backed Securities Deal,
Japan (Chuo Mitsui Trust & Banking)

TRADE AND FORFEITING REVIEW

Best Provider of Plain Vanilia Trade
Finance

TRADE FINANCE

Best Trade Bank, Asia

Best Structured Trade Bank, Asia

TREASURY AND RISK MANAGEMENT

Best international Cash Management
Bank

WORTH

Top 100 Wealth Advisors (Citigroup
Global Wealth Management had
five wealth advisors on the list)
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Six Citigroup Country Officers (CCOs)

who attended the Annual CCO Forum
held recentiy in New York, hosted by
Stephen Long, President of Citigroup's
international Operations (third from
right). ¢/ to r): Gladys Coupet (Haiti),
Emeka Emuwa (Nigeria), Yung-KuHa
[Korea (South)], Susan Harnett (Germany),
Stephen Long, Mohammed Al-Shroogi
{Bahrain), and Slawomir Sikora (Poland).

Citigroup’s legacy dates back nearly 200 years and today we do business in more than 100 countries. The market
for financial services is growing rapidly, much of it outside the United States. The opportunities for growth are

significant and our Citigroup Country Officers play a critical role in our growth strategy,
the public and regulators in their countries and functioning as the leaders in building an

franchise around the world.

CITIGROUP COUNTRY OFFICERS

Algeria
Kamet B. Driss

Argentina
Juam Bruchou

Aruba
See Venozuety

Australia
Les Matheson

Austria
Helmue Gottheh

Bahamas
Margarer A. Butier

Bahrain
Mohanuned E,
Al-Stroagi

Bangladesh
Manmun Rastud
Barbados

See einidad

Belgium
Jose de Penaranda
G Pranehimont

Bolivia
Federko Flewaw
Brazil

Gustavo Marin

Brunet
Gien R, Rase

Bulgaris
Amin Manekia

Cameroon

Asif Zatdi
Canada
Kennetis F. Quinn

Cayman Islands
See Bahamas
Channel islands
(Jersey)

Clive S. Jones

Chile
Joao Miranda

China
Richand [ Stantey

Colombia
Franco Moccta

Congo
Michel Losembe

Costa Rica
Jorge Muora
Czech Republic
Javedt Kugeistii
Denmark

Mark Luscombe

Dominican
Republic
Miaximo R Vidat

Ecuador
Berrado | Chacin

Note: Countries and territories where

the above list,

Egypt
Michel Accad

El Satvador
Gits Bert Vetrman

Fintand
Kari Laukkanen

France
ean Claude Gruffa

Gabon
Funmit Ade- Ajavt

Germany
Susan S Harnete

Ghana

Joseph Carasso
Greece
Chiristos Sorotos

Guam
Ajay Kastivap

Guatemala
huan A, M

Haiti

Glactyvs M. Couper

Honduras
Jose Lugs Cories

Hong Kong
1.C. Chan
Hungary

fo Be named

Indla

Sargay Nayar
indonesia
Peter B. Etio

freland
Aidann M. Braay

Israel
Gus Felix

italy
Citltans Malacarne

Ivory Coast
(Cote D'Ivoire)
to be nanmed
Jamaica

Peter Moses
Japan

Douglas L. Pererson

Jordan
Zivac A Aktonk

Kazakhstan
Daruet | Connelly

Kenya
Ade Aveyemi

Korea (South)
Yung Ku Ha

Lebanon
Watter Siouffi

Luxembourg
Mare Pecguer

Macau
See FHong Kong

Malaysia
Pivush Gupta

Mexico
Manuel Medina-
Mora

Morocco
Nuhad K Sahba

Netherlands
Chiris Devries
New Zealand
Mark A. Fitzgerald

Nigeria

Erneks Frouwa
Norway

Pal Rokke
Pakistan
Zubwy Scoine
Panama
Franciseo Conta
Paraquay
tgnacin Morelio
Peru
Constanting Gotsis

Philippines
Sanjiv Vohra

Poland
Stawomir S. Stkara

Portugal
Pauics Gran

Puerto Rico
Alvaro Jararnillo

Romania
Statimir Khatig

Russia
Mark T Rebinson

Senegal
Chartes Kie

Singapore
Catherine Wer
Slovakia

lgor Tham
South Africa
Zdenek Turek
Spain

Sergio de FHorna
Sri Lanka
Kapia layawandena
Sweden

Jan Beltrage
Switzertand
Per Firholn

Taiwan
Morns Lt

Tanzania
Muvank Matik

representing Citigroup to
d protecting the Citigroup

Thalland

Gary Newrnan
Trinidad/Tobago
Pennis Evans
Tunisia

David Garner
Turkey

Steve Bideshi

Uganda
Shirtsh Bhide

Ukraine
Nacte Shaikh

UAE

Sajjad Raevt
United Kingdom
Mictaer | Kirkwood

Uruguay
Daniel Varese
Venezuela
Feancisea
Aristeguieta
Vietnam
Charty Madan

Virgin Istands
See Puerto Rico
Zambia
Rajaram
Verkatraman

Citigroup does business but have no designated Citigroup Country Officer are not reflected in
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Leadership

BOARD OF DIRECTORS

C. Michael Armstrong
Chairman, Board of Trustees
Jotns Hopkins Medicine, Health
Svswerns & Hospitat

Alain J.P. Belda

Chatrman & CEQ, Alcoa Ine.

George David

Chairman & CFO, United
Technotogies Corporation
Kenneth T. Derr
Chiairman, Revred, Chevion
Corporatian

John M. Deutch
Instirute Professor, Massachusetts
Institute of Technotogy

Roberto Herndndez Ramirez
Charman, Banco Nacronat de
Mexico

Ann Dibble Jordan

Cansultant

Klaus Kieinfeld

President & CFO, Siemens AG
Andrew N. Liveris

Presicent, CEQ, and Chairman-Flect
The Dow Chemical Company
Dudiey C. Mecum

Managing Director, Capricorn
Holdings, LLEC

Anne Muicahy

Clirian & CEO, e
Corporation

Richard D. Parsons

Chairman & CEO, Time Warner Tar.

Charfes Prince o
CEO. Citigroup Ine.

Judith Rodin

President, Rockefelier Foundation
Robert E. Rubin o

Direcior & Chairman Executive
Committee, Meniber, Office of me
Chairman, Citgroup Ine

Franklin A. Thomas
Consutant, The Study Group

Sanford I. Weill

Chatrman, Cingroup Inc.
HONORARY DIRECTOR

The Honorable Gerald R. Ford
Former Prosident of the United States

MANAGEMENT COMMITTEE

Elien Alemany 1o

CEO, Giobat Transaction Services
Carporate & Investment Banking
Raul Anaya *

Head. Globat Consumer Group
Latin America

Shirish Apte

CEQ, Central Eastern Europe,
Middle East & Africa, Corporate
& lovestment Banking

Cindy Armine
Chiel Comphance Officer
Globat Wealth Management

Willlam A. Arnold
CFO, Cingroup Alternative
Imvestrienrs

Vikram A. Atai *
Chairman & CEO, Cut Carels
Globai Consumer Group

Suneel Bakhshi 1

Heat, Emerging Markews Con porate
Bank, Corporate and Irvestren
Barking

Ajay Banga *+o0
Chairman & CFO, Global
Consumer Group-liternationat

Randolph H. Barker |
Co-Head, Global Fixed Income
Corporate and Investment Banking

Dean Barr
Head of Liguid Irmestments
Chtigroup Alternative Investments

Vicky Bindra *

EVP lnternanional Customer
Frarchise & Citilbusiness
Global Consumer Geoup

Stephen Bird *

CEQ, Cansumer Finance
and Credit Cands, Japan
Glatal Consumer Group

Sir Win Bischoff o

Chatrman, Citigroop Eumpe

David C. Bushnell +o
Senior Risk Officer
Cingroup Inc.

Nicholas E. Calion
SVP, Global Government Affairs
Citigroup Toc.

Michaei A. Carpenter o
Charmman & CEQ)

Chtigroup Alternative Investrents
Geoffrey 0. Coley t

Co- Head, Global Fixed lncome
Corporate and Investrent Banking

Michael L. Corbat
Head, Gratral Retaionship Bank

Corporsie and Investment Banking

Julle A. de Quesada
Head, Corposate and Irnestmen
Banking, Mextco

John L. Donnetly +

Head, Human Resources &
Caorporate Afiaies, Corporate and
Investment Banking

Robert Druskin 1o

Presidert & CLO, Corporate and
lovestment Banking

James Dufty +

Sentor Humani Resources Officer
Giohat Consumer (roup

Michael R. Dunn =n
CFO & COO
Global Cansumer Group

Augqusto Escalante Juanes *
Corporate Direcror, Pavenent
Iosteuments & Marketing, Banamex
Global Cansumer Group

James A, Forese t
Head. Giobat Equices, Corporate
and fnvestment Banking

Steven J. Freiberg *+o
Chairman & CEC, Global
Uonsumer Groug-North America

Richard Garside *
COO, Nasth Anerica
Ciperations & Tc‘fhnniog\,
Global Cansumier Croup

John Gerspach
Conteotter, Chief Accounting
Officer, Citigroup Inc

Edith Ginsberg )
Senior Human Resources Officer
Corporate Cenier

Edward F. Greene 1
Generat Counset
Corporate and Imvestment Banking

Paul C. Guidone »
Chiet Investment Officer
Global Wealth Manageme

Yung-Ku Ha
CEO, Citibank Korea Inc.

Marianne Laing Hay »
CEO Ewope
Global Wealth Management

Michael S. Helfer o
Generat Counsel
Corporate Secretary:
Cingraup Ine.

Bonnie Howard o
Chief Auditar
Crigroup Irc.

Leah C. Johnson
Divector, Public Affairs
Cinsgroup Inc.

Charles D. Johnston o
Presidern & CEO

Global Private Client Group
Glohal Wealrh Management

Mark Joiner «
CFO, Head, Stategy anct M&A
Gilobal Wealth Managemen:

Lewis B. Kaden o
Vice Chuirnian, Chief Administeative
Officer. Citgroup Ine.

William Kennedy »
Nhlmging Dhrector
Direcror, Cingroup
Investment Research
Global Wealth Management

Kevin M. Kessinger +0
Chief O([’fmmnm & Technology
Officer, Cirigroup Ine.

Michael Kiein o

CEO, Cliebal Banking, Cor porate
and fovestment Banking;

Vice Chairman, Citibank
Imernationar pic

Peter Knitzer
Heart, Customer Franchise
Managememt NA

Global Consumer Group

Damian M. Kozlowski «o
CEG. The Cm%roup Private Bank
Global Wealth Management

Sallle L. Krawcheck +a
CFQ, Ciigroup Tne.

Maria Louise (Marisa) Lagot
Chief Compliance Offices
Corporate and Invesroent Banking

Robin Leopold »
Senior Human Resounps Offieor
Global Weakth Manage ment

Carl E. Levinson *
Piesidert & CFO
Consumer Lending Grmup
Global Consumer Group

Stephen H. Long +0
Prestdent, Internanonal Olperations
Citigroup Inc

David Lowman *
President & CFO
CinFinancial International
Glotal Consurner Group

Alan MacDonald +t

OO, Globat Banking, Corporate
and Investment Banking:

Vice Chairman, Citibank NA.

Thomas G. Maheras 1o
CIEO, Global Capital Markets
Corporate and Investment Banking

Gustavo Marin 1
CEO, Cigivup Brazs

Maura Markus *

President, Citibark North America
Giobal Cansumer Group

Faith L. Massingale *

Head, Internarional Cards
Crobal Comsumer Grmoup

Raymond J. McGuire 1
Co-Head, Clotal Iinvestrment
Banking, Corperate and
frvestrent Banking

Manuel Medina-Mora o
Chairman & CEO, Latin America
& Mexico: CEQ, Banamex
William J. Milis fo

CEQL Europe, Middte Fast ang
Africa, Corporate and Invostenens
Banking

Hans Morris 1o

CHO. Head of Technotogy anc
Cperancns, Corporate and
Investment Banking

Robert Morse to

CECG, Asia Pactfic, Corporate and
Imestmenn Banking

R. Russeil Morton
[hrector, Global Private Chient
Braniches, Global Weal(ls Managemen
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Stephanie B. Mudick *
General Counset
Glabal Constumer Group

Jessica A. Paimer 1
Head, Risk Management
Corporate and Irvestment Banking

Stetfen Parratt
Head, Planning & Anatysts and
Capteat Aliocation, Citigroup Ine,

Douglas L. Peterson 0

CEO, Citigroup Japan: Chairman
& CEO. Citibank fapan

Joyce A. Phitlips *

Head, Trvernational Retail Bank
Globat Consumer Groug

Charles Prince o
CEOQ, Ciigroup Ine.

Raymeond J. Quintan *o
Presictent & CPO

North American Retatt Distribution
Clobat Consumer Group

Fernando Quiroz Robles t
Head. Latin America, Corparate and
Imestment Banking

Amy J. Radin *
Chuef Ingovation Officer
Clobiat Consuner Groop

William R, Rhodes +o
Critrman, Presidern & CEC)
Citibank N.A; Senior Vice
Chatrroan. Chigroup Ine

Saul M. Rosen
Chief Tax Officer
Citigroup Inc.

Robert E. Rubin o

Divector & Chairman, Fvecutive
Committee. Mentber, Office of e
Chairman, Citigroup Inc.

Michael Schiein o

SVE Giobal Corporate Affairs,
Hurman Resources and Rusiness
Practices, Cingroup Inc,

Tom Schwartz

Head, Risk Managemenr
Globat Weatth Management

Frits Seeqgers *o
CEO. Furope, Midcdie Fast, andg
Africa. Clobat Consumer Croup

Deepak Sharma ¢

CEO, Asia Pacific & Middie
East Region, Giobat Wealth
Managemeru

Michael J. Sharp «
Ceneral Counset

Glabal Weatth Management
Jane C. Sherburne

Sensicr Depury General Counset
Citigroup tne.

* Member of Glohal Consumer Plannin
Manageinent Planning Group B Mem

'James D. Wolfensohn will become Chairman of th

the board.

Zion Shohet o
Head, Strategy and M& A
Citigroup Inc

Stawomir S. Sikora
CEQ), Potarg

CEO, Bank Handiowy w
Warszawie S.A.

Richard D. Staniey
CEO, Crina
Citigroup Inc.

Sheree Stomberg «
Managing Director

Head, Operations & Tt‘('imoh)gy
Giabal Wealth Managemeris

Todd S. Thomson «+0
Chairman & CEO
Global Wealth Managenient

Arthur H. Tildesley
Director, Investor Retations
Crigroup Inc.

Alexander G. van Tienhoven »
President, Latin America Region
The Citigroup Private Dank
Global Wealth Management

Ashok Vaswani
CECQ, Asia Pacttic
Giobal Consumer Group

Alberto J. Verme 1

Co-Head, Global Investmient
Banking, Corporate and Imvestment
Banking

Stephen Volk ‘o
Vice Chatrman, Cit tgroup Inc.

Michael D. Weitzman +
Head, Internattonat Operatons
& Technology, Globat Consumer
Gmoup

Simon Wilitams *
Chief Risk Officer
Cloval Consumer Ceroup

Martin J. Wong
Chief Compliance Offices
Cingroup Inc.

Paco Ybarra 1

Head, Globat Emerging Markets
Sules & Tracing, Corporare and
frvestment Banking

Shengman Zhang i
Chaatrman, Public Secior Group
Corpomte and Trnestmen Banking

Enrique Zorrilia Fullaondo *
Head, (Y:vmmen'ial Murkers, A
Banamex, Globat Consurnes Group

e International Advisory Board on Aprit

CITIGROUP INTERNATIONAL
ADVISORY BOARD

CHAIRMAN'

James D. Wolfensohn KBE AO
Chatrman of Wolfensotn &
Company, L.1.C

Cirigroup Senior Advisor

MEMBERS

Mukesh D, Ambani
Chatrman & Managing Direcior
Retance Industries Limted

Senator Howard H. Baker, Jr.
Former United States Ambassador,
Japan: Former United States Senate
Majoriny Leader

Cathleen Black

President, | fearst Magazines

Sir Peter Bonfield CBE FREng
Sentor Non-Fxecutive Directar
aleveca PLO

er (hief Fxecurive

British Teteconumunications ple

Michael A. Carpenter o
Chairman ¥ CFO
Criigroup Alieroate Investierny

John L. Clendenin
Former Chairman & CEO
BentSowt Corporation

Bertrand P. Collomb
Chairman. Lafarge S.A.

Luca Cordero di Montezemolo
Chairman, Frat SpA

Chatrman aned CFO, Ferrari S pA
Chatrman, Confindustria

Valentin Diez

Cratrman, Mexican Businessmien
Councit for Foreign Trade.
Irvestaient and ’lerhn(mg\;
Former Vice Chatrman, CEO, Sales
anc :\’Im*kmmg. Grupo Modeto,
SAde OV

Robert Druskin io

President & CEQ

Coigroup Corporaee and
Investment Barking

John V. Faraci

Chateman & CEO
Internaticnal Pape:

Dr. Victor K. Fung
Chatrmn, Ly & Fung Group

Richard J. Harrington
Presidont % CFO
e Thomson Corporatton

g Group 1 Member of Corporate and Investment Banking Planning Group
ber of Citigroup Operating Committee  + Memiber of Citicorp Holdings Inc./Citibank, N.A. Board of Directors

James M. Kilts

Vice Chairman of the Boand
Gitette The Procter & {amble
Compay

Giran Lindahi

Member of the Boara, Sony
Corporation and

Sony Ericsson Motte Conpany

Henry A. McKinnell, Jr., Ph.D.
Chatrman & CEO

Ptizer Ine

Robert L. Nardelli

Chairman, President & CFO
The Home Depon

Charles Prince o
CEQ. Cingroup Ine

Hans W. Reich
Chatrman of the Board of
Maraging Directors

Kiw sankengruppe

Dr.-Ing. Wolfgang Reitzle
CEO, Linde AC

Wililam R. Rhodes +o
Chairman, President & CEQ
Citibank, NA; Senior Vice
Chiaierman, Citigroup Ine.

Robert E. Rubin o

Direcior & Chairman, Executive
Commitee; Member, ffice of rhe
Chairman, Cirgroup Ine.

Dr. H. Onno Ruding

Retired Vice Chatrman, Citibank, NA
Former Minwter of Finance,

The Neterlands

Ekkehard D. Schulz
Chatrman of the Fxecutive Board
ThvsseaKrupp AG

Morris Tabaksblat KBE
Pormer Chatrman & CEO
Lintiever NV

Sanford 1. Welll

Chairnan, Citgroup lne,

Lorenzo H. Zambrano
Chatrman & CEO
CEMEX S A de OV

* Member of Giobal Weaith

18, 2008, replacing Sanford I, Weil, who will remain on
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Financial Highlights

CITIGROUP NET INCOME—PRODUCT VIEW
In mitlions of dollars

2008 2004' % CHANGE
SEGMENT INCOME

GLOBAL CONSUMER
LS. Cards $2,754 $3.562 23)%
LIS, Retail [istribution 1,752 2019 (13)
US. Consumer Lending 1,938 1,664 16
LS. Comunercial Business 729 765 (5)
Total U.S. Consumer? 37,173 $8.010 (10)%
International Cards $1,373 $1.137 21%
Internationat Consurmer Finance 642 586G 10
International Retail Banking 2,083 2,157 3)
Total International Consumer $4,008 $3,880 6%
Other? $(374) $o7 NM
Total Global Consumer $10,897 $11,987 {(N%
CORPORATE AND INVESTMENT BANKING
Capital Markets and Banking $5,327 $5.305 ()%
Transaction Services 1,135 1,045 9
Othert® 433 {4,398) NM
Total Corporate and Investment Banking $6,895 $2.042 NM
GLOBAL WEALTH MANAGEMENT
Smith Barney 871 $891 2)%
Private Bank® 373 318 17
Total Global Wealth Management $1.244 $1.209 3%
CITIGROUP ALTERNATIVE INVESTMENTS $1,437 $768 87%
CORPORATE OTHER $(667) $48 NM
INCOME FROM CONTINUING OPERATIONS $19,806 $16,054 23%
INCOME FROM DISCONTINUED OPERATIONS $4,832 992
CUMULATIVE EFFECT OF ACCOUNTING CHANGE® $(49)
TOTAL NET INCOME $24,589 $17,048 449%

‘Reclassified to conform to the current period’s presentation.

*ULS. disclosure includes Canada and Puerto Rico.

» 2004 includes a $378 million after-tax gain related to the sale of The Samba Financial Group (Samba).

#2004 includes a $378 million after-tax gain related to the sale of Samba and a
to the WorldCom setttement and increase in Litigation Reserves.

$4.95 billion after-tax charge related

*2005 includes a $375 million after-tax release of WorldCom Settlement and Litigation Reserve.

+2004 includes a $244 million after-tax charge related to closin
“Inctudes $21 bitlion gain on the sale of the Travelers Life and Annuities business and $2.1 billion gain on the sale of

the Asset Management business.

*Accounting change in 2005 of ($49) million reflects the adoption of FIN 47

NM—Not Meaningfut

g the company’s Private Bank operations in Japan.
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rigado Tesekkiirler {145 Grazie Dziekujemy Ci Gracias dateiLict Bedanki
acmbo Merci 3 EUXUPLOTOVUE BYUALE S Z&FNET Thank You Koszonsm
[#HR Danke obrigado Tesekkiirler BT Grazie X' evuxaproToope T).S..\L
2dankt Cnacubo Merci Dzigkujemy Ci HYUMBES TEWES Gracias Danke
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iekujemy Ci S84 _Obrigado K6sz6ném Danke Dzigkujemy Ci Thank You
rigado Tesekkirler 1,<.5 Grazie Dziekujemy Ci Gracias ZEAkehLe Bedankt
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[#R Danke Obrigado Tesekkirler 1§14 The Employees of Citigroup |, S
2dankt Cnacubo Merci Dzigkujemy Ci BUMES TEIEd Gracias Danke
szonom Grazie obrigado Tesekkiirler 51517 Dzigkujemy Ci 2bAFSHL|C}
EUXXPLOTOOpE Thank You Merci Grazie Bedankt Cnacnbéo  Obrigado
igkujemy Ci SHHIR Obrigado K&szoném Danke Dziekujemy Ci  Thank You
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THE COMPANY

Citigroup Inc. (Citigroup and, together with its subsidiaries, the Company) is
adiversified global financial services holding company whose businesses
provide a broad range of financial serviees o consumer and rporae
customers. Gitigroup has more than 200 million customer accounts znd does
business in more than 100 countries. Gitigroup was incorporated in 1988
under the laws of the State of Delaware.

The Company is a bank holding company within the meani ngofthe U S,
Bank Holding Company Act of 1956 registered with, and subject to
exanyination by, the Boand of Gowernors of the Federal Reserve System (FRB).
Some of the Company's subsidiaries are subject to supervision and
examination by their respective federal and stae authorities. At Decernber 31,
2005. the Company had approximately 140,000 full-time and 8,000 part-time
employees in the United States and approxi mately 159,000 full-time
employees nutside the United States, The Company has completed certain

strategic husiness acquisitions and divestitures during the past three vears,
details of which can be found in Notes 2 and 3 to the Consolidated Financial
Statements on pages 131 and 132, respectively,

The principal executive aftices of the Company are located at 399 Park
Avenue, New York, New York 10043, telephone number 212-559-1000,
Additional information about Citigroup is available on the Company's Web
site at wwwcitigroyp.com . Citigroup's annual report on Form 10-K, its
quarterly reports on Form 10-0), its current reports on Form 8K, and all
amendments to these reports are available froe of charge through the
Company’s Web site by clicking on the “Investor Relations” page and
selecting “SEC Filings " The Securities and Exchange Commission (SEC)
Weh site contains reports. proxy and information statements, and other
information regarding the Company at WRW.SeC gov.

Gitigroup is managed along the following segment and product lines:

Citigroup Segments and Products

Corporate and
Investment

Banking (CIB}

* Capital Markets
j and Banking
- Investrens banking
u.s, International - Debt and equity
¢ Cards * Cards markets
-MasterCard, VISA, ~MasterCard, VISA, - Lending
Diinyers Club and Diners Club and * Transaction
private kbl private Libe] Services
* Consumer * Consumer - Gash manageamen
Lending Finance - Trade services
- Real estate lending ~Real estate lending ~Custody and fund
Student loans -Personal loans services
- Attt foans - Auto Joans Cleutring services
* Retail * Retail Banking - Agency/irust
Distribution - Retail bank services
Citihank branches branches
Chifinancial Stoadl and midddie
branches weirket compoercial
- Primerica Financial banking
Services - Investment services
* Commerciai Asset managenent
Business Retirement services
-Strrall and middle -Real estate lending
raarket commercial Personal foans
hanking ~Sales finance

L

Giobal Waalth

Management

* Smith Barney - Private equity ~Treasury
~Advisory - Hedge funds Operations and
Finaneial Planning Rea] estate wechnology
~Brokerage =~ Structured products -~ Corporate expenses
* Citigroup Managed futures Discontinued
Investment operations
Research
- Eepusity and fixed
incone research
¢ Private Bank
- Wealth
managernent
SETVICes

Alternative

Investments

The following are the six regions in which Ci tigroup operates. The regional results are fully reflected in the product results.

Citigroup Regions

|

United States™
(U.S)

{1} Disclostre includes Canada and Puaro Mico

Latin America

26

Europe,
Middle East &

Africa
{(EMEA)

Asia

{excl. Japan)
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Fl VE"YEAR SU M MARY 0 F S E LECT E D Fi NA NC 1A L DATA titigronp Ine and Subsidieerios

i miiions of GoRars, exospl par shate ameunts 2008 2004 2003 2002 2001
Revenues, net of interest expense $ 83842 3 79835 § 71504 § 66,246 § 61621
Operating expenses 45,163 43782 37,500 35,886 35076
Provistons for cregit losses and for benefits and claims 9,046 717 8,924 10,972 7,666
Income from continuing operations before taxes, minority

interest, and cumulative effect of accounting changes $ 20432 3 227% 3 2170 § 19388 & 18929
Income laxes 9,078 6464 7.838 6,615 6659
Minority interest, net of taxes 549 218 274 91 87
Income from continuing operations before cumulative effect of

accounting changes $ 19306 3 16054 § 17088 § 12682 S 12183
Income from discontinued operations, net of taxes 4,832 992 795 2641 2101
Cumulative etfect of accounting changes, net of taxes {49) — — 147) {158)
MNet Income $ 24588 3 17046 § 17853 § 15276 8§ 14126
Eamings per share
Basic eamings per share:
income from continuing operations $390 83,13 8334 §2.48 $2 40
Netincome 434 3232 349 299 279
Dikitod eamings per share:
income from continuing operations 3.82 3.07 327 244 2.35
Netincome 4.7 328 342 234 272
Dividends declared per common share $1.7% $1.60 $1.10 $0.70 $0 60
At December 31
Total assets $1404,037 51484101  $1,264032  $1.007 500 $1,051.850
Total deposits 592,59 562.081 47405 430,895 374525
Long-term debt 217,490 207,910 162,702 126,927 121631
Mandatosdy redeemable securities of subsidiary trusts!= 6,264 6.208 6,057 6,152 7125
Common stockholders' equity 111,412 108,166 96,880 85,318 79.722
Total stockholders' equity 112,537 109,201 98,014 86,718 81,247
Ratlos:
Return on common stockholders’ equity 223% 17.0% 13 8% 18.6% 19.7%
Return on total stockholders' equity 21 16.8 185 183 104
Return on risk capitaj ¢/ 38 35 39
Retum on invested capital n 17 20
Tier 1 capitat 8.79% 8.74% 8.91% 8.47% 842%
Total capital 12.02 1185 1204 1125 1092
Leverage™ 5.3% 520 556 567 564
Common stockholders’ equity fo assets 7.46% 7.29% 787% 7% 7 58%
Total stockholders’ equity to assets 753 7.36 775 7.90 772
Dividends declared ™ 371 491 322 238 221
Ratio of eawmings to fixed charges and preferred stock dividends 1.79x 2.00x 241 1.89x 1.58x

(11 Diseontineed cperafions for 2001 o 2005 nchdes the operations @nd associied galny described in the Company's &me 24. 2005 aneuncad Agreement fix e sale of substantially a of its Assot Managermest
Lussiness bl agg Mason, the hansaction cnsed on Decembes 1, 2005, Eiscontinued opesations rom 2001 Jo 2005 alse iolides the opet st s associatedd guing descibed It the Company's anuary 31, A%
anrexsced agresmant for he sal of Ciligroup's Travelers Lite & Antwity. substanthally of of Cllgyoupy's itssenational Insuranice bsioss and CIBgroup’s Agerine pesion Business o MelLite Ine. 1 Transaclin chosed o)
<y 1, 2005, O August 20, 2002, Clligroup cumipleted the distibution 1o 1is Stocklddars of 3 agtlly perbios of ifs remaning senerdip infrast in Tavdars Progatty Casalty Cap. (1P, Fallowdng he dsyibution,
Cltigroup bagan aceventing f 1P as diseontinued opesations, As such, 2001 1 2002 also refiect T a5 5 discontingad operation. See Nl 3 to e Consuliciated Finclal Stabsments w page 132

2} Aecourting changs of ${49) nidlion Teprosents e adoption of Finatd Accuuiting Stardards Board (FASB) Inteepratation 11 47, “Aseining frr Conditioeral Assol Retisemont Dbligations, an inteepietation of SFAS Ho
HA3.7 Accotninig change of $(47) milion in 2002 rasulied frm the adoption of e | enaliing wowsions of Stalement ol Financial Aceountieg Standards (SFAS) No. 142, “Goodted and Dfhwat Intanyble Assels” (SFAS

b Aceoitg cheanges of $i42) miflion and $1116) milio in 2001 result rom th adegition of SEAS He. 133 *Avtounting e Derivalive lnshoients and Hedging Activities™ (SFAS 113), and e adoption of Emergig
Isshans Task Foroe F1TF) faste No, 96-20, “Hecy grition of Inferest insame and impaiment on M chased and Hetained Beneficial Interesds in Senunitized Finanial Assels™ 1 96 W, resperdivaly

3i [ ?(;}4, the Company decoesolidatert the subsidbary issuer frusts in acordance with FiN 46 2. For requlatory capital pposes, these tast secarities remain a compotend of Tl 1 Capttal, Ses ~Capitat Hesotroes
and iadity” on page 100

(A1 The relurn on avesage comennon stockhildery’ eqully and relrn on average tolal stockbldars' oquity ae caluiatod using nel ncome alter derhucing profared stock dividends,

{6 Risk capital is defined as e amount of capital requir e o absorh potential Leexpected seonomic losses e #ting §om exhemely severe events over a ong yedr lime pesiod. Hehan on sisk capital is caloulater s nat
incame divided by avetage sk capitel Inested capital is definod as risk capital plus grodwilt and infangible ussels ercluding meorgage ser vicing tights, which are a companent of risk capital. Relur i o knvestad cagtalis
ralafated using inenene adjustad I excuds 3 net Intoinal charge Citigraup lodes: on e goodslll g intangble assets of esich tuidiness s by aach busingss’ shiares o the sebate of i goockdll and ¥ itangitle assat
ahiarge. Rotum oo risk capital ared 1o on nvested capital e non GAAP perlereance Mo es, Maragament 1ses (olurm o sk capital fo assess businosses aperatiord performance wd o altwats Clig ougy's
hitiice sheet andd risk capitl capacity Reten on investsd Gapital 1S used o asvesa renns o polential acipdisions atd to compare long et pertomance of busiesses with differing progortions of egats: and
aoquitad growih, For 2 turther dissussion on fisk Lapital, soe page 76,

(63 Tiex 1 capital divided by adfusted wOruge assuts,

17y Dividenids dotlarad par cormenon shere us 4 porsoetage of et lncame por doted sharo,

27
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MANAGEMENT'S DISCUSSION AND ANALYSIS

2005 in Summary

During 2005, we shified our business mix moe toward the distribution of
financial services, with the sales of our Asset Management and Travelers Life
& Annuities businesses. We reorganized our 'S, Consumer business t more
dlosely integrate our product offerings to better meet the needs of our
customers. We focused on organic investment, adding more than 200 retail
bank branches and nearly 350 consumer finance branches during the vear,
most of them outside of the U S.

All of these changes reflect our competitive advantages:
* our global presence,

* broad distribution,

¢ valuable brand,

* unmatched scale and efficiency,

* and product breadth.

These advantages combined to generate net income of $24.6 billion in 2005,
Income was well diversified by segment, product and region, as shown in the
charts below: Results in 2005 included 2 $2.1 billion after-tax gain on the sale
of the Travelers Life & Annuities Business and 4 $2.1 billion after tax gainon
the sale of the Asset Management Business. Income from Continuing
Operations (which excludes the gains from these transactions and the
historical results from these businesses) was $19.8 billion.

Income from Continuing Operations
I elioms of dokars

$19.8

2001 2002 2003 2004 2005

2005 income by Segment*

Alternatve
investmenis
7%

Globat Wealth
Managemant §%,

Garporate
and tvestment
Banking 3%

*Excludes O tafiher and Discontinusd O

2805 income by Region*

{atin
Amency 5%

Asia 1%,

“Excludes Aftemative Investments. Corporate/Other and Discontinued Oparations

Dilited Earnings Per Share—
Income from Continaing Operations

$382

2001 2002 2003 2004 2005

Revenues increased 5% from 2004, reaching $83 6 billion. Our
international operations recorded revenue growth of 7% in 2005, including a
12% increase in International Consumer. A 10% increase in International
Consumer loans, 23% increase in intermational investment product sales, 8%
increase in 7.5, Cards purchase sales, and 9% increase in US. Consumer
loans drove Global Consumer volume growth. CIR revenues grew by 10%,
with particularly strong performance in ransaction Sermices tapital
Markets and Banktng tnished the vear ranked #1 in equity undenwriting
and #2 in completed mergers and acquisitions activity. Higher equity market
viluations led to significantly increased results in Alternative Investments.

A challenging business environment and competitive pricing pressures
during 2005 accentuated the impact of flattening global viekd curves, which
drove a decline in aetinterest reveniue, This spread compression negatively
impacted the Company's operating Jeverage ratios, particutarly in 75, Cards
and Capital Markets and Barking.

Revenue growth benefited from increased loan volumes, including
corporate loan growth of 13% and consumer loan growth of 4%,
Transaction Services assets under custody increased 9% and Sweh Barney
dlient assets increased 16%.
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Total Deposits

in Sebtoss of dodlary
Wus
W international 4593

$562

2001 2002 2003 2004 2005

Operating expenses decreased 9% from the previous vear, primarily
reflecting the ahsence of the $7.9 billion WorldCom and Litigation Reserve
Charge and the $400 million charge related to dosing the Japan Private
Bank, which were both recorded in 2004. Expenses in 2005 reflected 2 $600

million release from the WorldCom and Litigation Resenve Charge. Excluding

these items, operating expenses increased 10% in 2005, reflecting increased
investment spending, the impact of foreign exchange, and an increase in
other legal expenses. Investment spending included, among other things, the
addition of Consumer branches and investments in technology.

Net Revenue and Operating Expense

i Srtbons of dodtars

1B Net revenue

I Operating expense
smg  d0E

$1E
we s M

W sy

2001 2002 2003 2004 2008

Despite the negative impact of the U S, bankruptey Law change and
Hurricane Katrina, the global credit environment remained favorable:
howeser, tota credit costs increased $1.9 hillion, primarily due to the absence
of the reserve releases recorded during 2004. The effective tax rate incressed
241 basis points to 30.8% for the year, primarily reflocting the impact of
indefinitely invested international eamings and other items on the lower level
of pretax earnings in 2004 due to the impact of the WorddCom and Litigation
Reserve Charge.

During 2005, we mantained our focus on disciplined capital allocation
and retumns to our shareholders. Our equity capital base and trust preferred
securities grew to $118.38 hillion at December 31, 2005, Stockholders' equity
increased by $3.2 hillion during 2005 to $112 5 hillion, even with the
distribution of $9.1 billion in dividends to common sharcholders and the
tepurchase of $12 8 billion of common stock during the vear Return on
common equity was 22.3% for 2005

Return on Average Common Equity

22.3%

2001 2002 2003 2004 2005

The Board of Directors increased the quarterly common dividend by
10% during 2005 and by an additional 11% in January 2006, hringing
the current quarterly payout to $0.49 per share, Citigroup maintained
its “well-capitalized” position with 2 Tier T Capital Ratio of 8.79% at
December 31, 2005

Total Capitat (Tier 1 and Tier 2)
1o bt of doties
M T ) and Ter 2

o1 $106.4

$100.8

$75.8

2001 2002 2003 2004 2005

During 2005, we made progress towards our goal of ensuring that all of
our businesses are best in class, we grew our Global Consumer franchise: and
significantly expanded our International businesses. Our Five Point Plan was
apriority during 2005, and we met every deadline tor implementation We
also continued to resobve our legal and regulatory issues, And we promoted 3
fiew generation of husiness leaders.
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Outlook for 2006
We enter 2006 optimistic and well-positioned to gain from our competitive
advantages,

We are a global company with an unparalleled presence around the world,
We have operations in 100 countries and customers in nearly 50 more, with
40% of our tevenues in 2005 from outside of the U.S. The international
market for goods and services is more than twice the size of, and is growing
ata faster rate than the 1S, market, leading to significant opportunities for
us plobatly

Our strategic initiatives for 2006 include the expansion of both our
international and US. distribution. (ur pace of opening branches and
distribution points will accelerate. We plan to transfer our expertise and
miarket knowledge from business to business and region to region, We will
continue to invest in technology and people, integrating these investments
across the Company. To do each of these effectively, disciplined capital
allocation is fundamental t our strategic process.

We expect to continue to achieve growth in loans, deposits and other
customer activity as we add distribution points and continue to enhance our
product offerings.

During 2006, we will continue to build on eur Shared Responsibilities and
strive to exceed our customers’ needs.

Citigroup’s financial results are closely tied to the external glohal
economic environment. Movernents in interest rates and foreign exchange
rates prescat both opportunities and risks for the Company. Weakness in the
global economy, credit deterioration, inflation, and geapolitical uncertatnty
are examples of risks that could adversely impact our caming,

We expect reverue growth in 2006 to continue to reflect some pressure
trom the flat yield curve in the [ S and many intemational markets, as well
45 4 competitive pricing environment in the US. We ook for these to be more
than offset by continued strong growth in our customer businesses,
paticularly outside the (S, s the investments we have made in our
husinesses are reflected in our results. We will continue to be disciplined in
our expense management, while investing for our future. Credit s stable as
we enter 2000,

Although there may be volatility in our results in any given year, over time
wetlook for our revenues to grow at 2 mid to high single-digit ratc, with strong
expense and credit management driving eamings and earnings per share
growth at a faster level. We look to augment this growth rate over time
through targeted acquisitions,

Adetailed review and sutlosk for each of our husiness segments and
products are included in the discussions that follow, and the risks are more
fully discussed on page 75,

Centain of the statements above are forward-looking statements within the
meaning of the Private Securities Litigation Reform Act. See “Forward-
Looking Statements™ on page 111

30

Events in 2005

Certatin of the statements below are forward-looking statements within the
meaning of the Private Securities Litigation Reform Act. See Forward-
Looking Statements™ on page 111,

Sale of Asset Management Business

On December 1, 2005, the Company completed the sale of substantially all of
i1 Asset Management Business to Legg Mason, Inc { Legg Mason) in
exchange for Legg Mason's heokerdealer business, $2.298 billion of Legg
Mason'’s common and preferved shares (valued 45 of the closing date), and
$500 million in cash. This cash was obtained vig 4 lending facility provided
by Citigroup Corporate and Investment Banking. The ransaction did not
include Citigroup’s asset management business in Meico, its retirement
services business in Zatin America (both of which are now included in
Indernational Retadl Bayking) or its interest in the CitiStreet juint venture
(which is now included in Szeith Barney). The total value of the transaction
atthe time of closing was approximately $4.369 hillion, resulting in an after-
tax gain o Citigroup of approximately $2.082 billion (83 404 hillion pretax).
This gain remains subject to final closing adjustments,

Concurrently. Citigroup sold Legg Mason's Capital Markets business to
Sufel Financial Com. (The transactions described in these two paragraphs are
referred to as the “Sale of the Asset Management Business™},

Upon completion of the Sale of the Asset Management Business, Citigroup
added 1,226 financial advisors in 124 branch offices from Legg Mason toits
Global Wealth Management business.

Additional information can be found in Note 3 to the Gonsolidated
Financial Statements on page 132,

Sale of Travelers Life & Annuity

OnJuly 1. 2005, the Company completad the sale of sitigroup’s Travelers Life
& Annuity and substantially all of Citigroup's international insurance
husinesses to MetLife, Inc. (MetLife). The businesses sold were the primary
vehicles through which Citigroup engaged in the Life Insurance and
Annuities business

Citigroup recetved $1.0 hillion in MetL ife equity securities and $10.830
billion in cash, which resulted in an after-tax gain of approximately $2.120
billion (83,386 billion pretax). This gain emains subject to finad closing
adjustments.

The transaction encompassed the Travelers Life & Annuitys U S
businesses and its international operations. other than Citigroup's life
insurance husiness in Mexico (which is now included within Znternationai
Relafl Banking), international operations included wholly owned insurance
companies in the United Kingdom, Belgium, Australia, Braz!, Argenting, and
Poland; joint ventures in Japan and Hong Kong; and offices in China. The
transaction also included Citigroup’s Argentine pension business. (The
transaction described in the preceding three paragraphs is referred to s the
“Sale of the Life Insurance and Annuities Business'’).

Additional information can be found in Note 3 to the Consolidated
Financial Staterments on page 132

Change in EMEA Consumer Write-off Policy

Prior to the third quarter of 2005, certain Western European consumer
portfolios were granted an exception to (i tigroup’s global write-off policy.
The exception extended the write-off period from the standard 1 20-day pohicy
for personal installment loans, and was granted because of the hi gher
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Tecovery rates experienced in these portfolios. Citigroup recently observed
lower actual recovery rates, stemming primarily from a change in bankruptey
and wage garnishment Laws in Germany and, as a result, rescinded the
exception t the global standard. The net charge was $332 million ($49%0
million pretax) resulting from the recording of $1.153 bilkion of write-offs
and acorresponding utilization of $663 million of reserves in the 2005
third quarter. These write-offs, along with the underlying portfolio
performance, caused the 90-day delinquency rate for the Consumer EMEA
portfolio to decline to 1.29% at December 31, 2005, compared to 3.36% at
Decerber 31, 2004.

These write-ofts did not relate to a change in the portiolio credit quality
but rather to a change in environmental factors due to law changes and
consumer befiavior that led Citigroup to re-evaluate its estimates of future
long-term recoveries and their appropriateness to the write-off exception.

A slight upward movement in net charge-offs may occur in EMEA in the
near term due to the timing of the write-offs, now 2t 120 days, versus the
longer period of time over which recoveries will be realized. The Company is
in the process of adjusting its collection strategies in £4£4 to reflect the
revised write-off me frame.

Impact from Hurricane Katrina

The Company recorded 4 $222 million after-tax charge ($357 million pretax)
for the estimated probable losses incurred from Hurricane Katrina. This
charge consists primarily of additional credit costs in 7.5, Cards, 173
Commercial Busivess. US. Consumier Lending and U5, Relail
Distribution businesses, hased on total credit exposures of approximately
33.6 billion in the Federal Emergency Management Agency (FEMA)
Individual Assistance designated areas. This charge does notinclude an aflor-
tax estimate of $75 million ($109 million pretax) for fees and interest due
from related customers that were waived during 2005,

United States Bankruptcy Legislation

On October 17, 2005, the Bankruptey Reform Act (or the Act) became
effective. The Act imposes 2 means test to determine if people who file for
Chapter 7 bankruptcy eam more than the median income in their state and
could wepay at least $6,000 of unsecured debt over five years. Bankrupley filers
who meet this test are required to enter into a repaynent plan under Chapier
13, instead of canceling their debt entirely under Chapter 7. s 4 result of
these more stringent guidelines, bankruptey claims accelerated prior to the
effective date. The incremental bankruptey losses over the Company's
estinzated baseline in 2005 that was attributable to the Actin 775, Cards
business was approximately $970 milfion on a managed hasis (3550 million
in the Company’s on-batance sheet portfolio and $420 million in the
securitized portfolio}. In addition, the (7.5, Retadl Distriliustion business
incurred incremental hankrupicy losses of approximately $90 myllion
during 2005

Bank and Credit Card Customer Rewards Costs

During the 2005 fourth quarter, the Company conformed its global policy
approach for the accounting of rewards costs for bank and credit card
customers. Conforming the global policy resulted in the write-off of §354
million after-tax ($565 million pretax) of unamortized deferred rewards
costs. Previously, accounting practices for these costs varied across the
Company. The revised policy requires all businesses 1o recognize rewards costs
a incurmed,
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Sale of Nikko Cordial Stake

On December 13, 2005, Citigroup and Nikko Cordial agreed that Citigroup
would reduce its stake in Nikko Cordial from approximately 11.2% to 4.9%,
The sale resulted in an after-tax gain of $248 million (§386 million Pretax).
in connection with this sale, Nikko Cordia and Citigroup each contributed
an additional approximately $175 million b their joint venture, Nikko
Citigroup Limited

Sale of the Merchant Acquiring Businesses
In December 2005, Citigroup sold its European merchant dcquiring business
to EuroConex for $127 million. This transaction resubted in 2 $62 million
alter-tax gain (898 million pretax).

In September 20065, Citigroup sold its 1S, merchant acquiring business,
Citigroup Payment Service Inc., t First BataCorporation for $70 million,
resulting in a $41 million after-tax gain (861 miflion pretas).

Homeiand investment Act Benefit

The Gompany's results from continuing operations include 4 $198 million
tax henefit from the Homeland Investment Act provision of the American Jobs
Creation Act of 2004, net of the impact of remitting income eamed in 2005
and prior vears that would otherwise have been indefinitely invested overseas,
The amount of divdends that were repatriated relati ng to this benefit is
approximately $3.2 hillion,

Copelco Litigation Settlement

In 2000, Citigroup purchased Copelco Capital. Inc. 2 leasing business. from
Htochu Imemational Inc. and I Holding Inc. (collectively “Itochu™) for
$666 million. During 2001, Citigroup filed a lawsuit asserting breach of
representations and warranties, antong other causes of action, under the
Stock Purchase Agrement entered into hetween Citigroup and {tochu in
March of 2000 During the 2005 thind quarter, Ciigroup and Itochu signed 4
settlernent agreement that mutually refeased all claims, and under which
Tochu paid Citigroup $185 mitlion.

Mexico Value Added Tax (VAT) Refund

During the 2005 third quarter, Citigroup Mexico received 4 $182 million
relund of VAT taxes frons the Mexican government related o the 2003 and
2004 tax years as a result of a Mexico Suprerue Count tuling. The refund was
recorded as a reduction of $140 million (pretax) in other operating expense
and $42 million (pretax) in other rvenue.

Legal Settiements and Charges for Enron and WoridCom
Class Action Litigations and for Other Regulatory and
Legal Matters

The Company is a defendant in numerous lawsuits and other legal
proceedings arising out of alleped misconduct in connection with-

(i) underwritings for, and research coverage of, WorldCom:

(it} underwritngs for Enron and other transactions and activities related
to Earon;

(#1) transactions and activities related to research coverage of companies
ather than WorldCom; and

(iv} transactions and activities related to the [P0 Securities Lit gation,
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During the 2004 sccond quarter, in connection with the settlement of the
WorldCom class action, the Company re-evaluated and increased 115 reserves
for these matiers, The Company recorded a charge of $7.915 billion (§4.95
billion after-tx) rebuting to () the settlement of class action litigation
broughton behalf of purchasers of WorldCom securities, and (i) an increase
in litigation reserves for the other matters described above, Subject 1 the
terms of the WorldCom class action settlement, and its eventual approval by
the courts, the Company will make a payment of $2 57 hillion pretax to the
WorldCom settlement clags. 1n addition, subject to the terms of the Enron
class action settlement, and its eventual approval by the courts, the Company
will make apayment of $2.01 billion pretax to the Enron settlerment class

During the fourth quarter of 2005, in connection with an evaluation of
these matiers and as a result of the favorable resolution of certain
WorldConv/Research litigation matters, the Company re-evaluated its reserves
for these matters and released $600 million (8375 mitlion after-tax) from this
reserve. As of December 31, 2005, the Company's litigation reserve for these
matters, net of settlement amounts previously paid, the amounts to be paid
upon hinal approval of the WorldCom and Enron class action settlements and
other settiements arising out of the matters above niot vet paid, and the $600
million release that was recorded during the 2005 fourth quarter, was
approximately $3.3 billion.

The Company believes that this reserve is adequate to meet all of its
remadining exposure for these matters. However. in view of the large number of
these matters, the uncertainties of the timing and outcome of this type of
litigaition, the novel issues presented, and the significant amounts involved, it
is possibile that the ultimate costs of these matters may exceed or be below the
reserve, The Company will confinue to defend itself vigorousty in these cases,
and seek to resolve them in the manner managenment believes is in the best
interests of the Company

The Company continues to evaluate its reserves on an ongoing hasis.

See “Legal Proceedings” on page 181,

Acquisition of Federated Credit Card Portfollo and Credit
Card Agreement With Federated Department Stores

On June 2, 2003, Citigroup announced that it had agreed o enter inty a fong-
term agreernent with Federated Department Stores, Inc. (Federated) under
which the companies will partner to manage Federated's credit card business,
including existing and new accounts.

Under the agmement, Gitigroup will aoyuire Federated's approsimately
6.3 billion credit card receivables portfolio in three phases. For the first
phase, which closed on October 24, 2003, Citigroup acquired Federated's
receivables under management, toialing approximately $3 3 hillion. For the
second phase, additional Federated receivables, which total approximately
$1.2 hillion, are expected to be transferred to Citigroup in the 2006 second
quarter from the current provider. For the final phase, Citigroup expects to
acquire, in the 2006 third quarter, the approxinately $1.8 hillion credit card
receivable portfolio of The May Department Stores Company (May), which
recently merged with Federated.

Citigroup is paying a premium of approxinately 11 5% to acquire each of
the portfolios. The multi-vear agreement also provides Federated the ability
1o participate in the portfolio based on credit sales and centain other
pettormance metrics of the portfolio after the receivable sale is completed.

The Federated and May credit cand portfolios comprise a otal of
approximately 17 million active accounty.
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Settlement of the Securities and Exchange Commission’s
Transfer Agent Investigation

On May 31, 2005, the Company completied the settlernent with the Securities
and Exchange Commission (SEC), disclosed by Citigroup in January 2005,
resolving an investigation by the SEC into matters relating to arrangenients
between certain Smith Barney mutual funds (the Funds), an affiliated
transter agent, and an unaffiliated sub-transfer agent.

Under the terms of the sertlement, Citigroup paid 4 total of $208 million,
consisting of $128 million in disgorgement and $80 million in penalties.
These tunds, less $24 miltion already credited to the Funds, haw been paid
to the 1.8, Treasury and will be distributed pursuant 1o a distribution plan
prepared by Citigroup and to be approved by the SEC. The terms of the
settlenent had been fully reserved by Citigroup in prior periods.

Resolution of the 2004 Eurozone Bond Trade

As announced on June 28, 2005, Gitigroup paid $7 29 million 1o the UK,
Financial Services Authority (FSA) during the 2005 third quarter relating

to trading activity in the Eurapean government bond and bond derivative
miarkets on August 2, 2004, The Company also relinquished to the FSA
approximately $18.2 million in profits generated by the trade. In Taly,
Citigroup was suspended from trading on the Multilateral Trading System
(MTS) domestic electronic bond trading platform for one month beginning
November 1, 2005,

Merger of Bank Holding Companies

On August 1, 2005, Citigroup merged its two intermediate bank holding
companies, Citigroup Holdings Company and Citicorp, into Gitigroup Inc.
Cotnciding with this merger, Citigroup assumed all existing indebtedness and
ousstanding guarantees of Citicorp

Pruring the 2005 second quarter, Citigroup also consolidated its capital
markets funding activities into two legal entities: (i) Citigroup Inc., which
issues long-term debt, trust preferred securities, and preferred and common
stock, and (ii) Citigroup Funding Inc (CF1), a newly formed first-tier
subsidiary of Citigroup, which issues commercial paper and medium-term
nwtes, all of which is guaranieed by Citigroup.

As part of the funding consolidation, Citigroup unconditionally
guaranteed Citigroup Global Markets Holdings Inc.'s (CGMHI) outstanding
SEC-registered indebledness. CGMHI no longer files periodic reports with the
SEC and continues to be rated on the basis of a guarantee of its financial
abligations from Citigroup.

Due to unified access to the capital markets and a reduction in the number
of the Company’s credit-rated entities, this legal vehicle simplification has
resufted in more efficient management of capital and liquidity See “Capital
Resources and Liquidity” on page 100 and Note 27 to the Consolidated
Financial Statements on page 167 for further discussion.

Credit Reserves

[huring 2005, the Company recorded a net release/utilization of its credit
reserves of $227 million, consisting of a net release/utilization of $459
million in Global Consumer and Glohal Wealth Management, and a net build
of $232 million in C18.

The net release/utilization in Glohal Consumer included a utilization in
EMEA of 3663 million, related to write-offs of $1 153 hillion in loans, and a
reserve build of $260 million in the 1S for the credit impact from Hurricane
Katring realized in the third quarter of 2005. The EM£4 utilization and
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corresponding write-offs were the results of the standasdization of the foan
write-off policy in certain Western European consumer portfolios

The net build of $232 mullion in C1B was primarily composed of $204
million in Crgitad Markets and Banking, which included 1 $238 million
reserve increase for unfunded lending commitments and letters of credit, and
$28 million in Transaction Services, which included 2 $12 million increqse
for unfunded lending commitments and letters of credit

During 2004, the Company recorded a net release/utilization of
$2,368 million to its credit reserves, consisting of a net release/utilization
of §1,266 mitlion in Global Consummer and 2 net release/utilization of
$1,102 million in CIB.

Credit Reserve Builds (Releases)

it sl of dedlars 2005 2004
By Product:

U8 Cards $ (170) $ B
U.S. Retail Distribution 302 {16)
U.S. Consumer Lending ©4) (155)
U.S. Conwneicial Business (39) (316}
International Cards 72 (103
International Consumer Finance (& {24}
imemational Retail Bankng (588) {12}
Smith Barrey 12 —
Private Bank 25 —
Consumer Cther - {1}
Yotal Consumer $ (459) 5(1.266)
Capital Markets and Banking $ 204 S O
Transaction Services 28 (181)
Total CiB $ 32 §(1.102)
Total Citigroup $ 27 $@2.368
By Region:

us $ 33 $(1,586)
Mexico 242 {96}
EMEA (433) {16}
Japan 25 {39)
Asia {35) {165}
Latin Amertica {59) (466}
Total Citigroup $ (227) 5{2.388)

Allowance for Credit Losses

Dec. 31, Dec 31,

i miions o dollars. af year end 20056 2004

Allowance ot loan losses $ 9,782 511,269

Allowance for unfunded lending commitments 850 600
Total aliowance for loans and unfunded

lending commitments $10,632 311,869

Repositioning Charges

The Company recorded a $272 million after-tax ($435 million pretax) charge
during the 2005 first quarter for repositioning costs. The repositioning
charges were predominantly severance-related costs recorded in GIB ($151
million after-tax) and in Global Consumer (395 million afier-tax). These
Tepositioning actions are consistent with the Company's objectives of
controlling expenses while continuing to invest in growth upportunities.

Resolution of Giendale Litigation

During the 2005 first quarter, the Company recorded 2 $72 million after-tax
gain ($114 million pretax) following the resolution of Glendale Federal
Bank v, Untted States, an sction brought by Glendale Federal Bank, a
predecessor to Citibank (West), FSB. against the United States government.

Acquisition of First American Bank

On March 31, 2005, Citigroup compleled its acquisition of First American
Bank in Texas (FAB). The transaction established Citigroup’s retail branch
presence in Texas, giving Citigroup 106 branches, $4.2 hillion in assets and
approximately 120,000 new customers in the state at the time of transaction
closing, The results of FAB are included in the Consolidated Financial
Statements from March 2005 forward.

Divestiture of the Manufactured Housing Loan Portfolio
On May 1, 2005, Citigroup completed the sale of its manufactured housing
loun portfolio, consisting of $1.4 billion in loans, to 21st Mortgage Com. The
Company recognized a $109 million after1ax loss (8157 million pretax) in
the 2005 first quarter related to the divestiture.

Divestiture of CitiCapital's Transportation

Finance Business

On November 22, 2004, the Company reached an agreement to sell
CitiCapital’s Transportation Finance Business based in Dallas and Toronto to
GE Commercial Finance for total cash consideration of approximately $4.6
hillion. The sale, which was cormpleted on January 31, 2005, resulted in an
after-tax gain of 3111 million (8157 million pretax).

Shutdown of the Private Bank in Japan and Related
Charge and Other Activities in Japan

On Septernber 29, 2005, the Company officially closed its Privete Bank
business in Japan.

In September 2004, the Financial Services Agency of Japan (FSA) issued an
administrative order against Citibank Japan. This order included a
requirement that Citigroup exit all privat: banking operations in Japan by
September 30, 2005, In connection with this required exit, the Company
established 2 $400 milion (3244 million after-tax) reserve (the Exit Plan
Charge) during the 2004 fourth quarter During 2005, the Company utilized
$220 million and released $95 million of this reserve due to favorable foreign
exchange translation and interest rate movements in the customers’
investment acceunts. The Company believes that the remtining reserve of $50
million (adjusted by $35 million for current foreign exchange translation
rates) is adequate to cover any future setiements with ex-Private Bank Japan
customers.

The Gompany’s Prézete Bank operations in Japan had total revenues, net
of inferest expense, of $200 million and net income of $39 million (exctuding
the Exit Plan Chiarge) during the vear ended December 31, 2004 and $264
million and $83 miltion, respectively, for 2003,

On October 23, 2004, Citigroup announced its decision to wind down
Cititrust and Banking Corporation (Cititrust), alicensed trust bank in Japan,
after concluding that there were internal control, compliance and governance
issues in that subsidiary On Apnl 22, 2005, the FSA issued an administrative
order requiring Cititrust to suspend from engaging in all new trust business in
2605. Cititrust closed all customer accounts in 2005, and the Conpany
expects to be liquidated in 2006,
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Events in 2004

Settiement of WorldCom Class Action Litigation and
Charge for Regulatory and Legal Matters

As discussed on page 29, during the 2004 second quarter, Citigroup recorded a
charge of $4.95 hillion after-tax ($7.915 billion pretax) related to 2 settlement
of class action litigation brought on behalf of purchasers of WorldCom
securities and an increase in litigation reserves (WorldCom and Litigation
Reserve Churge).

Sale of Samba Financial Group

On Jurie 15, 2004, the Company sold. for cash, its 20% equity investment in
The Samba Financial Group (Sarmba), formerly known as the Saud
American Bank, to the Public Investment Fund, a Saudi public sector entity.
Citigroup recognized an after-tax gain of $756 million (81.168 hitlion pretax)
on the sdle during the 2004 second quarter The gain was recognized equally
hetween Global Consumer and CIB.

Acquisition of KorAm Bank
On April 30, 2004, Citigroup corpleted its tender offer to purchase all of the
outstanding shares of KorAm Bank (KorAm) at a price of KRW 15,500 per
share tn cash. In total, Citigroup has acquired 99.9% of KorAnv's outstanding
shares for atotal of KRW 3.14 trillion (82,7 billion). The results of KorAm are
included in the Consolidated Financial Statenents from May 2004 forward.
At the time of the apquisition KorAn was 2 leading commercial bank in
Korea, with 223 domestic branches and total assets at June 30, 2004 of $37
billion. During the 2004 fourth quarter, KorAm was merged with the Citibank
Korea branch to form Citibank Korea Inc.

Divestiture of Electronic Financial Services inc.

During january 2004, the Company conpleted the sale for cash of Electronic
Financial Services Inc. (EFS) for $390 million. EFS is a provider of
govemment-issued benefit payrents and prepaid stored-value cards used by
state and federal government agencies, as well as of stored-value services for
private institutions. The sale of EFS resulted in an after-tax gain of $180
mitlion (3255 million pretaxy in the 2004 first quarter

Acquisition of Washington Mutual Finance Corporation

On January 9, 2004, Citigroup completed the acquisition of Washington
Mutual Finance Corporation (WMFE) for $1.25 billion in cash. WMF was the
consumer finance subsidiary of Washington Mutual, Inc. WMF provides direct
consumer installment Joans and real-estate-secured loans, as well as sales
finance and the sale of insurance. The acquisition included 427 WMF offices
tocated in 26 states, primarily in the Southeastern and Southwestern United
States, and total assets of $3.8 billion. Citigroup has guaranteed all
outstanding unsecured indebtedness of WMF in connection with this
acquisition. The results of WME are included in the Consolidated Financial
Statements from January 2004 forward.
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Events in 2003

Acquisition of Sears’ Credit Card and Financial
Products Business

On November 3, 203, Citigroup acquired the Sears’ Credit Card and
Financial Products business (Sears), the eighth largest credit card portfolio in
the 118 $28.6 billion of gross receivables were acquired for 2 10% premium of
$2.9 billion and annual performunge paymients over the next ten vears hased
on new accounts, retail sales volume and financial product sales. The
Company recorded $5.8 hitlion of intangible assets and goodwill as 4 result of
this teansaction. In addition. the companies signed & multi-vear marketing
and servicing agreement across a range of each company's businesses,
products and services. The results of Sears are included in the Consolidated
Financial Statements from November 2003 forward.

Acqulsition of The Home Depot's Private-Label Portfolio
In july 2003, Citigroup completed the acquisition of The Home Depot private-
label portfolio (Home Depot}, which added $6 billion in receivables and 12
mitlion accounts. The results of Home Depot are included in the Consolidated
Financial Statements from July 2003 forward,

Settiement of Certain Leqgal and Reguiatory Matters

On July 28, 2003, Citigroup entered into financial settlement agreements with
the Securities and Exchange Commission (SEC), the Office of the Comptroller
of the Currency (()CC), the Pederal Reserve Bank of New York (FED), and the
Manhattan District Attorney's Office that resolved on a civil basis their
investigations into Citigroup's structured finance work for Enron. The
Conpany also announced that its settlement agreement with the SEC
ceoncluded that agency’s inwestigation info certain Citigroup work for Ivnegy
The agrenments were reached by Citigroup (and, in the case of the agreement
with the OCC, Citibank, NA.) without admitting or denving any wrongdoing
orliability, and the agreements do notestablish wrongdoing or liability for
the purpose of civil litigation or any other proceeding, Citigroup paid from
previously established reserves an aggregate amount of $145 5 million in
connection with these settlements.
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SIGNIFICANT ACCOUNTING POLICIES AND SIGNIFICANT ESTIMATES

The Notes to the Consolidated Financial Statements, on page 122, contain a
summary of the Company’s significant accounting pelicies. including a
discussion of recently issued accounting pronouncements. These policies, s
well as estimates made by management, are integral o the presentation of the
Company's financial condition. Itis important to note that they require
mnagenent to make difficult, complex or subjective judgments and
estimates, at times, regarding matters that are inherently uncertain,
Management has discussed each of these significant accounting policies, the
refated estimates and its judgments with the Audit and Risk Management
Commmittee of the Board of Directors. Additional information about these
policies can be found in Note 1 to the Conselidated Financial Statements on
page 122,

Certain statements below are forward-looking statements within the
meaning of the Private Securities Litigation Reform Act. See “Forward-
Looking Statements” on page 111

Valuations of Financial instruments
The Company holds fixed income and equity securities, derivatives,
investments in private equity and other financial instruments. The Company
holds its investments and trading assets and Habilities on the balance sheet to
meet customer needs, to manage liquidity needs and interest rate risks, and
for proprietary trading and private equity investing,

Substantially all of these assets and Kabilities are reflected at fair value
on the Company’s balance sheet. Fair values are determined in the
following ways:

o Exernally venfied via comparison to quoted market prices or third-party
broker quotations;

* By using models that are validated by qualified personnel independent of
the area that created the madel and inputs that are verified by comparison
to third-party hroker quotations or other third-party sources; or

* By using alternative procedures such as comparison b comparable
securities and/or subsequent liquidation prices.

At Decernber 31, 2005 and 2004, respectively, approximately 94 5% and
96.2% of the available-for-sale and trading portfolios gross assets and
linhilities (prior to netting positions pursuant to FIN 391 are considered
verified and approximately 5.5% and 3.8% are considered unverified. Of the
unverified assets, at December 31, 2005 and 2004, respectively, approximately
60.6% and 66.4% consist of cash products, where independent quotes were not
available and/or alternative procedures were not feasible, and 39.4% and
33.6% consist of derivative products where either the minde! was not validated
and/or the inputs were not verified due to the lack of appropriate market
quotations. Such values are actively reviewed by management.

Changes in the valuation of the trading assets and lizbilities fow through
the income statement. Changes in the valuation of available-for-sale assets
generally How through other comprehensive income, which is a component
of equity on the balance sheet. A full description of the Company’s related
paticies and procedures can be found in Notes 1, 5 and 8 to the Consolidated
Financial Statements on pages 122, 139, and 139, respectively,

Aliowance for Credit Losses

Management provides reserves for an estimiate of probable losses inherent in
the funded loan portfolio on the balance sheet in the form of an allowance for
credit lesses. In addition, management has established and maintained
reserves for the potential losses related to the Company’s off-balance sheet
exposures of unfunded lending commitments, including standby letters of
credit and guarantees. These reserves are established in accordance with
Citigroup's Loan Loss Reserve Policies, as approved by the Company’s Beard of
Directors. Under these policies, the Company's Senior Risk Offioer and Chief
Financial Officer review the adequacy of the credit loss reserves each quarter
with representatives from Risk Management and Financial Control for each
applicable business area.

During these reviews, these above-mentioned representatives covering the
husiness area having dassifiably-managed portfolios (that is, portfoling
where internal credit-risk ratings are assigned, which are primarily Corporate
and Investment Banking, Global Consumer's commeercial lending businesses,
and Global Wealth Management) present recommended reserve balances for
their funded and unfunded lending porttolios along with supporting
Quantitative and qualitative data. The quantitative data include:

¢ Estimated probalile losses for won-performing. nan bomogenous

exposures within a busingss tine's dasstfialily managed porifolio,

Consideration is given to all available evidence when determining this

estimate including, as appropriate: (i) the present value of expected future

cash tlows discounted at the loan’s contractual effective rate; (i) the
horrower's overall financial condition, resources and pavment record; and
(iii) the prospects for support from financially responsible guarantors or
the realizable value of any collweral.

Statistically calculated losses feberent in the dagsifiably managed

partfolio for performing and de misimis wonperforining exposires

The calculation is based upon: (i) Citigroup’s internal svstem of credit risk

ratings, which are analogous o the risk ratings of the major rating
agencies; (i) the Corporate portfolio database; and (iii} historical default
and loss data, including rating agency information regarding default rates
from 1983 to 2004, and intermal data, dating to the early 19705, on severity
uf lasses in the event of defaull.

o Additional adjustments include: (iy statistically caleulated estimates to
cover the historical Hluctuation of the default rates over the credit ovcle, the
historical vartability of loss severity among defaulted loans, and the degree
tw which there are farpe obligor concentrations in the global portfolio, and
{11} adjustments made for specifically known items, such as current
environmental factors and credit trends.

In addition, representatives from Risk Management and Financial Control
that cover business areas which have delinguency-managed pordolios
containing smaller homogeneous loans (primarily Global Gonsurmer's non-
conunercial lending areas) present their recommended reserve balances
hased upon historical delinquency tow rates, charge-off statistics and toss
severity. This methodology is applied separaiely for each individual product
within each different geographic region in which these portfolios exist
Adjustments are also made for specifically known items, such a5 changing
regulations, carrent environmental factors and credit trends.

This evaluation process is subject to numerous estimates and judgments.
‘The frequency of default, risk ratings, loss recovery rates, the size and diversity
of individual Large credits, and the ability of borrowers with foreign currency
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obligations to obtain the forvign currency necessary for orderly debt seevicing,
among other things, are all taken into account during this review Changes in
these estimites could have a direct impact on the credit costs in any quarter
and could resultin achange in the allowance. Changes to the reserve ow
through the income statement on the lines “provision for loan losses” and
“proision for unfunded Jending commitments.” For a further description of
the loan loss reserve and related accounts, see Notes 1and 12 to the
Consolidated Financial Statements on pages 122 and 141, respectively.

Securitizations

The Company securitizes 4 number of different asset classes a5 2 means of
strengthening its balance sheet and to access competitive financing rates in
the market. Under these securitization programs, assets are sold inte 4 trust
and used s collateral by the trust to access financing, The cash flows from
assets in the trust service the corresponding trust securities. If the structure of
the trust meets stringent accounting guidelines, trust assets are treated 15 sold
and no longer reflected as assets of the Company, If these guidelines are not
et the assels continue to be recorded as the Company's assets, with the
financing activity recorded as liabilities on Citigroup's balance sheet The
Financial Accounting Standards Board (FASB) is currently working on
amendrents to the accounting standards governing asset transfers,
securitization accounting, and fair value of financial instruments. Upon
completion of these standards the Company will need to re-evaluate its
acoounting and disclosures. Due to the EASE's ongoing deliberations the
Company is unable to accurately determine the effect of future amendments
at this time.

The Company assists its clients in securitizing their financial assets and
also puckages and securitizes financial assets purchased in the financial
nxarkets. The Company muy also provide administrative, asset management,
underwriting, liquidity facilities and/or other services to the resulting
secutitization entities, and may continue to service these financial assets.

A complete description of the Company’s accounting for securitized
assets can be found in “Off Bulance Sheet Arrangements” on page 106 and
in Notes 1 and 13 to the Consolidated Financial Statements on pages 122
and 141, respectively.

income Taxes

The Company is subject to the income tax Laws of the U.S,, its states and
municipalities and those of the foreign jurisdictions in which the Company
aperates. These tax laws are complex and subject to different interpretations
by the taxpayer and the relevant governmental taxing authorities. (n
establishing a provision for income tax expense, the Company must make
judgments and interpretations about the application of these inherently
complex tax faws. The Company must also make estimates about when in the
future certain items will affect taxable income in the various tax jurisdictions,
hoth domestic and foreign.

Disputes over interpretations of the tax laws may be subject to
review/adjudication by the court svstems of the various tax jurisdictions or
may be settled with the taxing authority upon examination or dudit

The Company reviews these balances quarterly and as new information
becrmes available, the halanoes are adjusted as appropriate.

SFAS No. 109, “Accounting for Income Taxes™ (SFAS 109), requires
companies to make adjustments to their financial statements in the quarter
that new tax legislation is enacted. In the 2004 fourth quarter, the S,
Congress passed and the President signed into Taw a new tax hill, “The
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American Jobs Greation Actof 2004, The Homeland Inwestment Act (HIA)
provision of the American Jobs Creation Act of 2004 is intended to provide
companics with 3 one-time 5% teduction in the LS. net tax liability on cash
dividends paid by foreign subsidiaries in 2005, to the extent that they exceed 4
baseline level of dividends paid in prior vears. In accordance with FASE Stuff
Position FAS No. 109-2, “Accounting and Disclosure Guidange for the Foreign
Eamings Repatriation Provision within the American Jobs Creation Act of
20047 (FSP FAS 104-2), the Company did not recognize any income tax
effects of the repatriation provisions of the Actin its 2004 financial statements.
In 2005, the Company's results from continuing operations included  $198
million tax benefit trom the HIA provision of the Act, net of the impact of
remitting income earned in 2009 and prior vears that would otherwise have
been indefinitely invested overseas.

See Note 16 to the Consolidated Financial Statements on page 150 for a
further description of the Company's provision and related income tax assets
and liabilities.

Legal Reserves

The Company is subject to legal, regulatory and other proceedings and claims
anising from conduct in the ordinary course of business. These procoedings
include actions brought against the Company in it various roles, including
acting as 4 lender, underwriter, broker/dealer or investment advisor, Reserves
are established for legal and regutatory claims based upon the probability and
estimability of losses and to fairly present, in conjunction with the disclosures
of these matters in the Company's financial statements and SEC filings,
management's view of the Company’s exposure. The Company reviews
outstanding claims with internal as well as extemnal counsel to assess
probability and estimates of loss. The risk of loss is reassessed as new
information hecomes avaitable and reserves are adjusted, as appropriate. The
actual cost of resolving 4 claim may be substantially higher, or lower, than the
amount of the recorded reserve. See Note 26 to the Consolidated Financial
Statements on page 167 and the discussion of “Legal Proceedings™ beginning
onpage 181,

Accounting Changes and Future Application of
Accounting Standards

See Note 1 to the Consolidated Financial Statements on page 122 for a
discusston of Accounttng Changes and the Future Application of
Acoounting Standards.
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SEGMENT, PRODUCT AND REGIONAL NET INCOME

The following tables show the net income (loss) for Citigroup's businesses both on a product view and on a regional view:

CITIGROUP NET INCOME ~ PRODUCT VIEW
% Ghange % Change

i1 srtlions of dedars 2005 2004 20037 2006 vs, 2008 2004 vs. 2003
Global Consumer

U.S. Cards $2754 $3582 § 2854 (23)% 25%
U.8. Retail Distribution 1,752 2019 1,707 (13) 18
.S, Consurner Lending 1,938 1.664 1636 16 2
U.8. Commercial Business 729 765 525 (5) 46
Total U1.5. Consumer: $7173 8010 $56722 (10)% 19%
intemational Cards $1373 %1137 3 725 H% 57%
Iternational Consumer Finance 642 586 579 10 !
Infernational Retail Banking 2,083 2157 1.752 {3) 23
Total intermational Consumer $4098 $3880 3305 8% 27%
Other $ 314 $ % 3 (113 NM NM
Total Global Consumer $10897  $11987 3 9665 (9% 24%
Corporate and investment Banking

Capital Markels and Banking $537 55397 § 4642 )% 16%
Transaction Services 1,135 1.045 748 9 40
Dtherwr 433 {4.298) (15) NM NM
Total Corporate and investment Banking $6805 $2042 $5374 NM B21%
Global Wealth Management

Smith Barney $ M $ &9 3 795 2% 12%
Private Bank®: n 318 551 17 42
Total Global Wealth Management $1244 51209 $ 1348 3% (1%
Alternative Investments $1437 & /B8 5 402 87% 91%
Corporate/Other (667} 48 271 NM (82
income from Continuing Operations $19806 $16054  $17.058 23% 5%
income from Discontinued Operations 4832 992 795 NM 25
Cumulative Effect of Accounting Change (48) — — - —
Total Net Income $24589 $17046  $17.853 4% [51%

11} Rectassitbed bo ronform ts the: currant pesind's presentation. Soe Note d 1 the Gongsolidated Financial Statements on page 134 fat assels by segment

21 U8, disclsure inchutes Canada and Puertn Rico,

2 2004 Inciudes 3 $378 millan aitet 1ax gain refaled 1o the sate of Samba,

4y 2000 Inchudes & 5375 llon after-tax febeasy of WokdUor Setlernend wxd Lithgation Pese v Chiage.

(51 2004 inchudes 3 $374 milfon after-tax gain refated 1o the sale of Samba and a $4.95 billon attar-tax charge tefated 10 the WocdCom am | iigation Reserve Charge.
{6} 2004 nchudes #5244 millon ater-ta chasge wlated fo the exi! plan ingplersstation Ty e Company's Privae Sankopetalins i i

{71 Seebote 3 o the Constiidaled Financial Statemsnts on page 142,

5 Accading change in 2005 of 540 milfior sepresents e adoofion of FIN 47, See Note 1 1o e Consolidated Hnoncial Statements ve paga 1772,

TibA ot meaninglid
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CITIGROUP NET INCOME - REGIONAL VIEW
% Change % Change

1 midions o doviacs 2008 2004 2003 2008 vs.2004 2004 vs. 2003
..

Global Constimet $8799 S$7729 36609 (12)% 17%

Corporate and Investment Banking %+ 2,950 (2190} 2.540 NM NM

Global Wealth Management 1,141 1,179 1,076 {3) 10
Total U.S. §10800 36718  $10225 62% (341%
Mexico

Global Consumer $14322 % 978 § 785 48% 25%

Corporate and Investment Banking 450 659 407 (32) 62

Global Wealth Management a4 52 41 (15) 27
Total Mexico $1926 $1689 §1233 14% 37%
Latin America

Global Consumes $ 28 S 2% 3 197 (20)% 50%

Corporate and Investment Banking 619 813 566 (24) 44

Glebal Wealth Management 17 43 44 (60) [vi]
Total Latin America $ 82 S1182 0§ BOT (24)% 43%
EMEA

Global Corsumer s $ 34 $1180 % 68O (68)% 74%

Corporate and Investment Banking % 1,130 1136 924 (1)} 23

Global Wealth Management 8 15 (16) an NM
Total EMEA $1512 32331 §1588 (35)% 47%
Japan

Global Consumer $ 706 S 616 §F 583 15% 6%

Corporate and Investment Banking 498 34 162 43 NM

Global Wealth Management a2) {205) 83 60 NM
Total Japan $1122 § 748 § 828 51% {(10¥%
Asia

Global Consumer $1350 $118 § 811 14% 46%

Corporate and Investment Barking 1,248 1,290 75 {3) 66

Global Weaith Management 116 125 118 (Y] 8
Total Asia $2M4 526803 §1704 % 53%
Alternative Investments $1437 $ 788 3 402 8T% %
Corporate/Other {667) 48 2n NM 82
income from Continuing Operations $19808 16054  $17.058 23% 6%
income from Discontinued Operations 4,832 992 795 NM 25
Cumiative Effect of Accounting Change ' (49) - - - -
Total Net income $245890  $17.048 $17.853 44% 5%

¢4} Rectassifiod b corform to e currant pxind's presantation,

2y Exhdes Ateralive rwestnents and Corporatef0then which are prodominandly (elated to e (1.8, The (485 regboned discosure indudes Canada and Puarte Bico, Slobal Consume o e U 8 inchudes Dtfwe Sonsurnet
fexerpd for Samba gain which is aloeated 1o FMES.

31 2006 inchudos 4 5375 miltlon alter - lax edease of Word(u Settlenent el Litigation Resurve Uharge.

(41 2004 inchies a $4.95 biflon affer tax chatge related o e Wortdiem and | tigation Besarve Charge.

{5t 2004 includes 4 $756 mitlion after tax gain (3378 million in Global Consumer avd $2378 miflion in (I8! retaled 1o the sale of Samba

(61 P04 includes & 5244 million atter 1ax chargs related to the exit plan implementation 1or the Company's Prrate Rank operafions in Japan

71 SeeHote 3 ko the Corsolidated Financlal Stalerents on page 132,

i SosNoto 11 the Consabdated Financtal Stateenents onpags 122,

KB M mneaninghd
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SELECTED REVENUE AND EXPENSE ITEMS

Revenues

Net interest revenue was $39.3 billion in 2005, down $2.3 billion, or 6%, from
2004. This, in turn, was up $4.3 billion, or 12%, from 2003, Increases in
business volumes during 2005 were more than offset by spread compression,
as the Contpany’s cost of funding increased more significantly than the rates
on inferest-earning assets. Rates on the Company's interest-earning assets
were impacted during the vear by contpetitive pricing (particularly in (..
Cards and Capital Markets and Banking), as well as business mix shifts.

Total commissions, asset management and administration foes, and other
fee revenues of $23.3 billion were up $1 & billion, or 8%, in 2005. The 2004
amountof $21.5 billion was up $1.3 billion, or 6%, from 2003, The 2005
increase primarily reflected improved global equity markets, higher
transactional volume and continued strong investrient banking results.
Insurance premiums of $3.1 billion in 2005 were up $406 million, or 15%,
from 2004 and up $271 million, or 11% in 2004 compared to 2003, The 2005
increase prinyarily represents higher business volumes.

Principal transactions revenues of 86 4 billion increased $2.7 billion, or
73%, trom 2004, primarily reflecting record revenues in the fived income and
equity markets. Principal transactions revenue in 2004 decreased $1.2 billion,
or 24%, from 2003, pnmarily reflecting decreased fixed income markets
revenues related to interest rate fluctuations, positioning and lower volatifity,

Realized gains fmm sales of investments of $2.0 hillion in 2005 were up
$1.1 billion from 2004, which was up $304 million from 2003, The increase
from 2004 is primarily attributable to the gain of $386 midlion (pretax) on
the sale of Nikko Cordial stock and sales of St. Paul Travelers shares over the
course of the year.

Other revenue of $9 5 billion in 2005 increased $322 million from 2004,
which was up $3.0 hillion from 2003, The increase from 2004 is related to
securitization and hedging gains and activity, The increase from 2003
primarily reflected the $1.2 billion gain on the sale of Samba, increased
securitization gains and improved investment results.

Operating Expenses

(Operating expenses decreased $4.6 hillion, or 9%, w $45.2 hillion in 2005,
and increased $12.3 billion, or 33%, from 2003 1 2004. The expense
fluctuations were primarily related to the reserve charges taken in 2004 (a
$7.9 billion pretax reserve for WorldCom and Litigation Reserve Charge and 4
$400 million Private Bank Japan Exit Plan Charge). Expenses in 2005 reflect
a $600 witlion release from the WorldCom and Litigation Reserve Charge.
Partially offsetting the absence of these items was increased expenses related
to higher incentive compensation (driven by increased revenue), and higher
pension and insurance expenses.

Provisions for Credit Losses and for Benefits and Claims
Total provisions for credit fosses and for benefits and claims were $9.0 billion,
$7.1 billion and $8.9 billion in 2005, 2004 and 2003, respectively.
Policyholder benefits and claims in 2005 decreased $17 million, or 2%, from
2004. The provision for credit losses increased $1.9 billion, or 31%, from 2004
to $8.2 bitlion in 2005,

Global Consumer pravisions for loan losses and for policyholder benefits
and claims of $9.1 hillion in 2005 were up $966 million. of 12% from 2004,
reflecting increases in Juternational Retail Banking, 5. Retal
Listribution, Internadional Cards, and 1.5, Conmercial Business,
partially offset by decreases in 108 Cards, nternational Consumier
Fluenee and 175, Consimer Lending. Net credit losses were $8.683 hillion,
and the related loss ratio was 2.01% in 2005, as compared to $8.471 hillion
and 2.13% in 2004 and $7.355 billion and 2,22% in 2003,

The CIB provision for credit losses in 2005 increased $933 million from
2004, which decreased $1.7 hillion from 2003, The increase in the 2005
halance is primarily due to an increase in expected losses resulting from an
increase in off-balance sheetexposure and related credit quality Corporate
cash-hasis loans at Decermnber 31, 2005, 2004 and 2003 were $1.004 billion,
$1.906 billion and $3.419 hillion, respectively.

Income Taxes

The Company'’s effective tax rate on continuing operations of 30.8% in 2005
increased from 28.4% in 2004. The 2005 tax provision on continuing
operations included 2 $198 million benefit from the Homeland Investment
Act proviston of the American obs Creation Act of 2004, net of the impact of
remitting income earned in 2005 and prior vears that would vtherwise have
been indefinitely invested overseas, and a $65 million release due to the
resolution of an gudit The 2004 tax provision on continuing operations
inchuded 2 3234 million benefit for the release of a valuation allowance
relating to the utilization of foreign tax credits and the releases of $150
million and $147 milltion due to the closing of tax audits. The 2005 effective
tax rate also increased from 2004 because of the impact of indefinitely
invested international earnings and other items on the lower level of pretax
earningsin 2004 due to the impact of the WorldCom and Litigation Reserve
Charge. The Gompany’s effective tax rate on continuing operations was 31.1%
in 2003, Sec addiional discussion on page 36 and in Note 16 to the
Consolidated Financial Staements on page 150.

The net income line tn the following bustness segment and operating unit
discussions excliedes the cunridative effect of accounting change and
tncome from discontinued operations. The camidative effect of
accounmttng chavge and fcome from discontinued operations are
disclosed wfibin the Corporate/Other bisiness segment. See Notes 1 and 3
to the Consolidated Financial Satements oi peages 122 and 132,
respeciively. Certatn amounts in prior years bave been reclassified to
conform to the current yedr's presenfation.,
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GLOBAL CONSUMER

Global Consumer Global Consumer Global Consumer
Net income 2008 Net Income by Product* 2005 Net Income by Region*
bn Saltens of dolary
$12.8 A Latin
ongs e
$103 Retad Barkone . L
$9.7 15% gib%(zmds Aua 12%

loternationg! 4§
Cotrsumer Sl

intenational Mexico 13%

Cards 18%

s
Commarcial US Consumet
anmesi Lenduig
8% 7%

2003 2004 2005 *Excludes Other Consurmer loss of $374 mihon *Excludes Other Consumser foss of $374 mifhien

Catigroup's Global Consumer Group provides a wide array of banking, lending, insurance and investment services through « network of 7,237 branches, 6,920
ATMs, 682 Automated Lending Machines (ALMs). the Internet, telephone and mail, and the Primerica Financial Services salesforce. Global Consumer serves more
than 200 million customer accounts. providing products and services to meet the financial needs of both individuals and small businesses.

% Change % Change
i snionss of ol 20056 2004 2003 2005vs.2004 2004 vs. 2003
Revenues, net of interest expense $48245  $47.887  $41501 1% 15%
Operating expenses 23,318 22,151 19.051 H 16
Provisions for loan fosses and for benefits and claims 9,083 8,097 8,182 12 {1}
Income before taxes and minority interest $15864 $17620  $14,268 (10)% 24%
income taxes 4904 5,592 4551 (12) 23
Minority interest, net of taxes 63 60 52 5 15
Net income $10897 511987 3 9665 9% 24%
Average assels (i hulons of dofiins) $ 533 S 487 § 422 10% 15%
Redurn on assets 2.04% 2 46% 2.29%
Average risk capital ! $26857 522816  $21.066 18% 8%
Return on risk capital® 41% 53% 46%
Return on invested capital ™ 18% 20%

(11 Ssetnoliwda b 1o e table on page 27,
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U.S. Consumer

U.S. Consumer U.5. Consumer U.S. Consumer
Net income 2685 Kot Income by Product Average Loans
i uthans of dodars in frtions of dodars
$8.0 Commetiial $ne?
Hysmess
. 12 iy $285.5
- $246.8
Consumet
Lendmg
7%
Retarl
Distribution
5%
2003 2004 2005 2603 2004 2005
.S, Consumet is composed of four businesses: Ciards, Ketail Distribution, Consutier Lending and Commercial Busimess,
% Change % Change
i s of dokars 2005 2004 2003 2005vs.2004 2004 vs. 2003
Revenues, net of interest expense $30,107 330907  $27.287 (3% 13%
Operating expenses 13,449 13,214 11,158 2 18
Provisions for loan losses and for benefits and claims 5,600 5,444 5,628 3 3
income before taxes and minority interest $11,058 512243 31050 (10)% 17%
income taxes 3823 4,181 3,730 (%) 12
Minority interest, net of taxes 62 58 49 7 18
Net income $ 7173 $ 8010 86722 (10)% 19%
Average assels d it of ol $ 3%7 S5 37 0§ 281 7 16%
Relurn on assets 2% 2.45% 2.39%
Average risk capital" $13843  S11567 39318 20% 17%
Return on nisk capital ™ 52% 70% 68%
Return on invested capital 21% 25%

(41 Saw ookl 5 10 e tabde on page 27
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U.S. Cards

U.S Cards 1.8, Cards—Average Managed Loans U.S. Cards—Managed Net Credit Losses
Neot income & 2dfians of doflars To meians of dbiess
& Bibars of dosiary - On-Batance Shast 8 On-Balance Shaet

$36 I Securitized $136.9 $1365 B Securdtized $8.805

§29 $18

2003 2004 2005

2003 2004 2005

1.5 Cards s the largest provider of credit cards in North America, with more than 130 million customer accounts in the United States, Canada and Puerto Rico.
In addition to MasterCard (including Diners), Visa, and American Express, 075, Gareds is the largest provider of credit card services to the oil and gas industry and
the leading provider of consumer private-label credit cards and commercial accounts on behalf of merchants such as The Home Depot, Sears, Federated, Dell
Computer, Radio Shack, Staples and Zale Corporation
Revenues are primarily generated from net interest revanue on receivables, interchange fees on purchase sales and other delinguency or services fees
% Change % Change

0 sriiens of dotis 2005 2004 2003 2005 vs. 2004 2004 vs. 2003
Revenues, net of interest expense $12824  $14207  $11.380 (10)% 26%
Operating expenses 6,002 £.920 4520 1 ki
Provision for loan losses 2567 2.887 2400 (11) 20
Income before taxes and minority intarest $ 4256 § 5400 0§ 4460 (21)% 21%
income taxes and minority interest, net of taxes 1501 1,838 1.606 (18) 14
Not income $2784 3352 32854 23)% 26%
Average assets d: tlions of toltars) $§ 6 3 74 & % (11)% 42%
Hetumn on assets 417% 4.81% 5.49%

Average rigk capital'” $5774 S 4125 § 3205 40% 25%
Return on sk capital 48% 86% 87%

Return on invested capitai ' 20% 28%

Key indicators — on a managed basis: /i biins of doftrs;

Return on managed assets 1.90% 241% 233%

Purchase sales $212 32570 %2369 8% 8%
Managed average vield 13.75% 13.53% 1217%

Managed ret interest margin 10.85%  11.76% 1081%

(11 Sen foutnets 5 Lo B table o page 27,
21 As 3 praentage of astage managed s,
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2005 vs. 2004

Reveniees. nel of interest expense, doclined as the positive impact of 8%
growth in purchase sales and the addition of the Federated portfolic in the
2005 fourth quarter was more than offset by a $545 million charge to
conform uccounting practioes for customer rewards, net interest margin
compression, lower fee revenues due to the imipact of increased bankruptey
filings due to 2 change in Law that becarme effective on October 17, 2005, and
the impactof Hurricane Katrina. Net interest nyirgin contracted s pricing
actions in floating rate products were offset by higher cost of funds; higher
payment rates resulting from the overall improved economy and a customer
shift t real-estate-secured lending, which led to lower loan halances; an
increased proportion of transactional activity. and a mix shift in the private
labet business to lower raie products.

(perating expenses rermained essentially unchanged, primarily reflecting
the addition of the Federated portfolio and repositioning expenses of $19
niitlion taken in the 2005 first quarter, This was partially offset by a decline in
advertising and marketing expenses, largely reflecting the timing of
advertising canipaigns, as the Company invested significant resources in 2004
in the “Live Richly” and “Identity Theft” media campaigns.

Provision for loan losses declined, due to 2 8789 million, or 22%, decline
in net eredit losses, due to the positive credit environment and improvements
in the Sears porfolio, partially offset by lower credit reserve releases in 2005 of
$170 million, versus $639 million in 2004,

43

2004 vs. 2003
Retenues. net of inferest expense, increased due to the impact of the Sears
anit Home Depot acquisitions, higher net interest revenue, and the benefit of
increased purchase sales. The positive revenue drivers were partially offset by
higher payment rates resulting from the overall improved economy.
Operating expenses increased, due primarily w the full-vear impact of the
Home Depot and Sears acquisitions and increased advertising and marketing
expenses, including the Live Richly" and “Identity Theft” media campaigns
Provision for foan lusses increased primarily due to the full-year impact
of aequisitions and increased presence in the private label market. This was
partially offset by the significantly improved creditenvironment, which led 1o
loan loss reserve releases of $639 million during 2004,
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U.S. Retail Distribution

U.S. Ratail Distribution—Net Incoms
I Bottoms of doilars

I Primeiica Finaneial Services

W Citibank Branches

M CitiFinancia Branches

$2.0

$7 405

2003 2004 2005

U.S. Ratail Distribution
2005 Net Income by Distribution Channel

U.S. Retail Distribution—RBranches
A Devember 31

W Citrhank

B CitFinancial

2004

L. Rete] Distribution provides banking, lending, investment and insurance products and servioes to customers through 896 Citibank branches, 2,277
CitiFinancial branches, the Primerica Financial Services (PF$) salestorce, the Intemet, direct mail and telesales, Revenues are primarily derived from net interest
revenue on loans and deposits, and fees o banking, insurance and investment products.

% Change % Change
I iients of dedbars 2005 2004 2003 2005 vs. 2004 2004 vs. 2003
Revenues, net of interest expense, by business:
Citibank branches $3,103 33,065 52,959 1% 4%
CitiFinancial branches 4,190 4139 3534 1 17
Primerica Financial Services 222 2141 2,068 4 3
Revenues, net of Interest expense $9515 $8.345 38,581 2% %%
Operating expenses 4407 4,358 4,045 1 8
Provisions for foan losses and for benefits and claims 2410 2.017 1,908 19 6
Income before taxes and minority interest §2,508 $2.970 32628 (9)% 13%
fricome taxes 946 951 919 m 3
Minority interest, net of taxes —_ — ? —_ {1000
Net income $1,762 $2.019 81,707 (13)% 18%
Net income by business:
Citibank branches $ 508 $ 515 S 486 2% 6%
GitiFinancial branches 696 960 875 (28) 42
Primerica Financial Services 550 544 545 1 —
Net income $1,752 $2.019 31707 (13)% 18%
Average assets dn fufons of defiasi $ o4 $ 8 5 53 % 13%
Relurst un assels 2.74% 3.37% 322%
Average risk capital” s2977 $2,717 §2,286 10 19
Retura on tisk capital 50% 74% 75%
Retura on invested capital 16% 20%
Koy indicators: o sitions of tostars
Average loans $ 404 $378 § 327 % 16%
Average deposits 119.8 1156 112.7 4 3
EOF investment AUMs 728 685 820 8 10

1) Seetoolwte 1 le e fable oh page 27,
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2005 vs. 2004

Revenues. net of fnterest expense, increased primarily due to loan and
deposit growth, increased investment product sales, and the impact of the FAB
aoquisition, which were partially offset by a decrease in net interest margin,
Net interest margin declined as increased short-term funding rates more than
offset an increase in asset yields. Revenues also included 2 $110 million gain
relating to the resolution of the Glendale litigation in the 2005 first quarter
and a $20 million charge in the 2005 fourth quarter to cooform accounting
practices for customer rewards.

Operating expense growth was primarily due to higher volume-related
expenses, increased investment spending driven by branch expansion, and the
impact of the FAB acquisition.

Provision for loan losses and for benefits ane claims increased due to
an increase in bankruptcy fitings from a change in law that became effective
on October 17, 2005, This led to an approximately $93 million increase in net
credit losses and 1 842 million increase in loan loss reserves. I addition, the
Company increased loan loss reserves by $110 million for the impact of
Hurricane Katrina Also, the reorganization of the former Consumier
Finance business into components of the current £7.5. Retail Distribution
and 115, Consunier Lending businesses, resulted in a reallocation of loan
loss reserves between £1.5. Reta! Distribution and C.8. Consumer Lending.
CitiFinancial Branches increased loan loss reserves by $165 million, reflecting
an increase in reserves for hankruptey coverage in Personal Loans, while Real
Estate Lending and Auto (both now in (1.5, Consumier Lending) had
corresponding loan loss reserve releases of $76 million and $89 millton,
respectively. Excluding the impact of increased bankruptcy flings and
Husricane Katrina, overall credit conditions renmined favorable in 2005,

Depostt growth reflected an increase in demand balances and rate-
sensitive money market halances, as well as the impact of the FAB acquisition
Loan growth reflected improvernents in all channels and products from
home eguity and persenal loans to increased volumes in the PFS channel.
Investment product sales increased 9% driven by increased volumes.
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2004 vs. 2003

Ketenues, net of interest exprense, increased primarily due to stong Inan
and deposit growth in the Citibank and CitiFinancial Branches businesses,
increased life insurance and investment fee revenues in Primerica Financial
Services, and the impact of the WMF acquisition. This was partially offset by
lower net funding spreads in the Citibank Branches business and fower loan
wilumes and higher capital funding costs in Primerica Financial Secvices.

Operating expense growth was primarily due to higher volume-related
expenses, increased mvestment spending driven by branch expansion, and the
impact of the WMF acquisition,

Provision for loan losses and for benefits and cJaims increased due 1o
increased net credit losses in the CitiFinancial Branches business. primarily
tied to increased volumes and the impact of the WMF acquisition, and
lower loan loss reserve releases. Overall credit conditions remained favorable
in 2004,

LDepostt growth reflected an increase in higher-margin demand deposits
and money market accounts, which was only partially offset by a decline in
time deposits. Lown growth was primantly attributable to the impact of the
WM acquisition,
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U.S. Consumer Lending

U.S. Consumer Lending—Net Income
In bnftns of dotars

I Studest Loans

B dute

B Real Estate Lending

$.3

$17 %02

$1.6

2003 2004 20605

U.S. Consumer Len
2085 Net Incoms by Product

Real Estate
Lending
%

U.8. Consumer Lending—Average Loans
I deitoms of dottirs

B Student Loans

W fute

8 Reat Estate Lending

2003 2004 2005

1.3 Consumer Lendtng provides home mortgages and home equity loans to prime and Ton-primie custorners. auto financing te non-prink consumers and
educational loans w students. Loans are originated throughout the United States and Canada through the Citibank, CitiFinandial and Smith Barney branch
networks, Prinverica Financial Services agents, third-party brokers, direct mail, the Internet and telesales. Loans are also purchased in the wholesale markets.
1S, Consumer Lending also provides mortgage servicing to a portfolie of mortgage loans owned by third parties. Revenues are composed of loan fees, niet

interest revenue and mortgage servicing fecs

% Change % Change

 arilions of dillars 2008 2064 2003 2006 vs.2004 2004 vs. 2003
Revenues, net of interest expense, by business:
Real Estate Lending $3558 $3,196 83,504 1% {113%
Student Loans 652 612 487 7 26
Auto 1,259 1,253 1217 - 3
Revenues, net of interest expense §5,460 $5.081 $5298 8% {41%
Operating expenses 1,700 1,629 1651 4 m
Provisions for loan lusses and for benefits and claims 614 658 944 {7 {30)
Income before taxes and minority interest $3,155 32,774 52703 14% 3%
Income taves 1,155 1052 1022 10 3
Minorily interest, net of taxes 62 58 45 7 29
Net income $1,.938 $1.664 $1.6386 16% 2%
Net income by business;
Real Estate Lending $1378 $1180 §1.268 7% N%
Student Loans 234 227 179 3 27
Auto 326 257 189 27 36
Net inceme $1,938 $1.664 $1.836 16% 2%
Average assels fin hivng of dars) $ 189 $ 156 $ 136 N% 15%
fetum on assets 103% 1.07% 1 20%
Average lisk capitalt $3,280 52 689 $2,137 2 26
Refuin on nisk capital 5a% 62% 76%
Return on invested capital ! 38% 30%
Key indicators: i wiicons o s
Net interest margin: -
Real Estate Lending 246% 2.92% 346%
Student Loans 1.96 264 233
Auto 1652 11.72 1293
Originations
Real Estate Lending $131.9 31153 §1203 4% 4%
Student Loans 108 78 68 38 15
Auto 84 5.3 48 A 10

(11 See fookwe 5 to e tabie un page 27,
(21 Ay a percentage of wverage sng,
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2005 vs. 2004

Revenues. net of inferes! énpense, increased due to volume growthin all
products. improved net servicing revenues, higher securitization and portielio
sales gains, and the benefit of the Principal Residential Mortgage, Inc.
(PRMI) acquisition, partially offset by lower net interest revenue due to spread
compression. The increase in net revenues was driven by the absence of 2 loss
in the prior year due to servicing hedge ineffectiveness caused by the volatile
rate environment. Average loan growth reflected 2 16% increase in
originations across all businesses,

Uperating expenses increased primarily due to higher volumes and the
impact of the PRMI acquisition.

Provisions for Toai losses and for bevefits and casms decreased due to
lower net credit fosses of $136 million, primarily in the Auto and Real Estate
Lending businesses, partially offset by lower loan loss reserve refeases of
$91 million. The lower loan loss reserve releases reflected 4 $110 million
reserve huild related to the estimated impact of Hurricane Katrina in the 2005
third quarter, partially offset by reserve releases of $89 million in Auto and
$76 million in Real Estate Lending refated to the reorganization of the
5. Cousumer Finance businesses. The continued favorable credit
environment drove adecline in the net credit loss ratio.

A 20% increase in prime mortgage originations and home eguity loans
drove loan growth, Non-prime mortgage originations declined 20%, reflect ng
the company's decision to avoid offering teaser rate and interest-only
mortgages to lower FICO score customers.,
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2004 vs. 2003
Ketenies, net of interest expense. decreased mainky due to lower
securitization revenues and lower net servicing revenues. Lower hedge-related
reverues, due to higher hedging costs and the impact of losses on mortgage
servicing hedge ineffectiveness, resulting from the volatile rate environ ment,
drove the decline in net servicing revenues. These declines wers partially offset
by the impact of higher loan votumes driven by growth in ariginations, and
the PRMI acquisition

Operating expenses were down due to lower expenses in the Real Estate
Lending and Auto businesses which were partially offset by a volume-driven
increase in expenses in the Student Loans business

Provisions for loan losses aud for Denefits and claims decreased due o
$155 millien of loan loss reserve releases in 2004, primarily in the Real Estate
Lending and Auto businesses, reflecting a favorable credit environment,
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U.S. Commercial Business

U.S Commercial Business U.S. Commercial Business U.5. Commercial Business
Net Income Total Deposits
I o of dodlars I Sbiges of doBaes o Dacmber 31
$0.8 $13.0
$0.7
$15.0
$135
$0.5
2003 2004 2005 2003 2004 2005

V. Commiercial Business provides equipment leasing and financing, banking services to snll- and middle-market businesses (85 million to $500 million in
annual revenues) and financing for investor-owned multifamily and commercial properties. Revenues are composed of net interest revenue and fees on loans

and leases.

% Change % Change
& msiivns of diblars 2005 2004 2003 2005vs. 2004 2004 vs. 2003
Revenues, net of interest expense $2,299 $2,294 §2,028 - 13%
Operaling expenses 1,340 1,307 042 3% 39
Provision fot joan losses ] (118 376 NM NM
Income before taxes and minority interest $ 950 $1.105 § 710 (14)% 56%
income taxes ra] 340 183 (35) 86
Minority interest, net of taxes - - 2 — (100}
Net income $ 729 $ 765 $ 525 5)% 46%
Average assats (i hillions of detiars) $ 38 $ 37 S 40 3% (8%
Retutr on assels 1.92% 2.07% 1.31%
Average risk capital(' $1,813 $1,976 $2.100 8)% €%
Return on risk cagital- 40% 29% 25%
Return on invested capital % 27%
Key Indicators: i niios of dovars;
Average earming assets $ 339 3337 $ 361 {2)% 7%

{11 Gee fookwe 5 1o the teble o page 27
NEA Nt eneaniraghd
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2005 vs, 2004

Revennes. net of inferest npense, were essentially Hat as growth in core loan
and deposit balances, up 13% and 20% respectively, and the impact of the FAB
dequisttion were more than offset by the impact of spread compression and
reduced revenues from sold and liquidating portfolios. Revenues also reflected
48162 million legal settlement benefit related to the purchase of Copeloo in
the 2005 third quarter, a $161 miltion gain on the sale of the CitiCapital
Transportation Finance business in the 2005 first quarter, and the
reclassification of operating leases from loans to other assets and the related
operating lease depreciation expense from revenue o expense. The
reckassification of operating leases increased both revenues and expenses by
$123 millien.

Operating expenses increased primanily due to the impact of the operating
lease reclassification from revenue to expense of $123 million and the impact
of the FAB acquisition, partially offset by lower expenses from the sold
transportation finance businesses and a $23 million expense benefit related to
the Capelos legal settlement.

Protision for loan losses increased primarily due to the absence of $216
million in loan loss reserve releases during 2004, partially offset by lower net
aredit losses due to an improved credit environment and the continued
liguidation of non-care portfolios.

Ligposit and core loan growth reflected strong transaction volurmes and
halances across all business units and the impact of the FAB acquisition,
partially offset by declines in the liquidating portfolio, primarily due to the
impact of the sale of the CitiCapital Transportation Finance bustness,
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2004 vs, 2003
Kevepiues. et of interest enpense, increased pri marily due to the
reclassification of operating leases from Joans to other assets and the related
operiting lease depreciation expense of $403 million fron revenue to
expense. This was partially offset by the impact of the tiquidation of non-core
portfolios, including the prior-vear sale of the Fleet Servioes portfolio,

Operating expenses increased primarily due 1o the $403 million impact of
the operating lease reclassification from revenue fo expense, partially offset by
lower expenses from the liquidating and sold portfolios

Proviston for loan losses decreased a5 $216 million of loan loss reserves
were released during 2004, retlecting the improved credit environment and
the continued liquidation of non-core portfolios

Deposit and loan volumes declined, primanily due to the tiguidation and
sales of non-care portfolios.
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U.S. CONSUMER QUTLOOK

Certain of the statements below are forward-looki ng statements within

the meaning of the Private Securities Litigation Reform Act. See “Forward-
Looking Seaterments” on page 111

During 2006, the I°3. Consumer businesses will focus on continued
expansion of its customer base by opening new branches and oftering a more
integratad set of products and services. The businesses will also focus on
maintaining tight expense control, effective credit management and
productivity improvernents, Reveriues and credit performance will be affected
by I'S. economic conditions, including the level of interest rates, bankruptey
filings and unerployment rates.

In 2006, the I7.5. Consimer business is expected o operate in a stable o
improving economic environment. Net inferest revenue pressure is expectod
to continue due to the flat vield curve and competitive pricing environment
hutis not expected to be as pressured asin 2005, Bankruptey filings are
expected o decline significantly from 2005 levels. The creditenvironment
isexpected to be stable, in line with underlying trends in delinguency
experience and astable to improving economy. Inflation is expected to
remain well-contained.

{3, Cards—1n 2006, the competitive environment is expected to remain
robust and challenging, 115, Curds EXpeCts to generale eamings growth as
managed receivables increase and expenses remain controfled through
improved productivity levels and opportunities of scale. Growth in managed
receivables will be driven by continued brand developmient, private-tahel
expansion and new product launches. Gredit costs will reflect the benefit
of lower bankruptey filings. Credit is expected to be negatively affocted by
conforming to industry and regulatory guidance regarding minimum
payroent caleulations. This change will result in an increase in delinquencies
and credit loss experience. which the business is working to minimize through
customer solutions, credit line management, and collection strategies.
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108 Ketail Distribution —1n 2006, 125 Retadl Diistribution expects to
generate increases in loans, deposits and accounts, which will in tum drive
eamings growth. The business will significantly expand its footprint with an
aggressive program of new branch openings in both the Citibank and
CitiFinancial businesses. The challenging interest rate environment is
expected to continue, with a corresponding shiftin deposits to fower-profit
time deposits and CLs, which will affect both sales and income growth, Credit
costs are expected to reflect the benefit of lower bankruptey flings, while the
underlying credit environment s expected to renain stable.

LS. Consimer Lending—1In 2006, 115, Consumer Lending expects o
generate earnings growth across its product lines. I Real Estate Lending, an
expecied decline in the level of new housing starts and existing hore sales
will e mitigated by an increase in the Retail Distribution network of
branches, and higher sales from Primerica agents in the Swiith Barney
network. Results are also expected to reflect improved portfolio eamings and
servicing activities. Loan volume growth is fosecast in the Student Loan and
Auto businesses.

L3, Commercial Bistness— In 2006, eamings growth is expected from
continued expansion of the core business portfalio and a stable credit
environment.
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International Consumer

ms{mm'm ¢ '2'(': mumianai Consumer international Consumer

e 05 Net Income by Pr .

e o o ot ome by Product 2005 Ket Income by Region
$38 S Cansuines Latir

Amernga
6%

Finauce
6%

Mexico
35%

311

2003 2004 2005

baternettional Consumier 1s composed of three businesses: Cards, Consumer Finance and Ketad! banking.
% Change % Change

iy smitinss o soltaes 2005 2004 2003 2005 vs. 2004 2004 vs. 2003
Revenues, net of interest expense, by region:
Mexico $ 4373 33807 %2971 21% 21%
Latin America 1,110 979 864 13 13
EMEA 5201 4735 3,957 10 20
Japan 3,251 3,290 3,374 {1 2
Asia 4461 3813 294 17 30
Reventies, net of interest expense $18396  $16424 314107 12% 16%
Operating expenses 9520 8.549 7,804 11 12
Provisians for Inan losses and for benefits and claims 3463 2683 2554 k1) 4
{ncome hefore taxes and minority interast $5413 385222 §3940 4% 32%
Income taxes 1314 1,340 890 {2) 51
Minority interest, net of taxes 1 2 3 {50) (33)
Net income $4008 $3830 $ 305 6% 20%
Net income by region:
Mexico $143 3 978 3 78 46% 25%
Latm America 238 2% 197 (20) 50
EMEA 374 802 680 (53) 18
Japan 706 616 583 15 6
Asfa 1,350 1,188 811 14 48
Net income $4098 $38%0 3305 6% 27%
Average assels g bl of sy $ 187 & 150 3 129 1% 16%
Return on assets 245% 2.59% 237%
Average risk capital? $13,014  $11300  $11.248 18% 1%
Return on nisk capital % 34% 27%
Return on invested capital 16% 16%

i3 See dontale 5 o e table on page 27,
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International Cards

International Cards International Cards International Cards
Net Income 2085 Net income hy Region fverage Loans
I Brdbanes of dodars i Betivoes of dofiars
$14 $225
$11
$0.1

2003 2004 2005

2003

2004

2005

Internattonal Cards provides MasterCard-, Visa and Diners-branded credit and charge cards, s well as private label cards and co-branded cards. to more than
26 miltion customer accounts in 43 countries outside of the U.S. and Canada Revenues are primarily generated from net interest revenue on receivables,

interchange fees on purchase sales and other delinquency or service fees.

% Change % Change
1 nsionss of deffars 2005 2004 2003 2006 vs. 2004 2004 vs. 2003
Revenues, net of interest expense, by region:
Mexico $1.311 § 870 § 561 §1% 55%
Latm Amenica 297 280 217 ) 29
EMEA 1217 1,157 964 10 20
Japan 302 295 259 2 14
Asia 1,663 1472 1,183 13 24
Revonues, net of Interest expense $4,850 $4.074 $3,184 19% 28%
Operating expenses 237 213 1674 1 27
Proviston for oan losses 739 510 536 45 {5
income before taxes and minority interest $1,740 $1,433 S 974 1% 47%
income taxes 364 293 246 24 19
Minarity interest, net of taxes 3 3 3 - —
Net income $13713 $1.137 5 725 21% 57%
Net income by region:
Mexico $ 564 § 377 $ 228 50% 65%
Latin America 108 120 97 (1) 24
EMEA 188 184 101 15 62
Japan ™ HeY 58 {25) 72
Asia 438 376 241 16 56
Net income $1,373 $1.137 S 725 21% 57%
Average assets é billans of sy $ 2% $ s 7 24% 24%
Retur on assets 528% 5.41% 4 26%
Average risk capital! $1,794 31,240 51,080 45 15
Returan o rigk capital ™ ™% 92% 67%
Return on invested capital ™ 3% 34%
Key indicators: dr s of s,
Purchase sales $ 68.7 § 591 $ 453 16% 30%
Average yield- 1782%  16.74% 17 16%
Net interest margini 12.34% 12.79% 12.85%

(11 See ool 5 by the table on page 27,
1 As a parcentage of average toans,
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2005 vs. 2004

Rerenues. net of intevest expense, increased primarily due to growth in
purchase sales and average loans, as well a3 the impact of the KorAm
acquisition, 4 gain on sae of a merchant-soquining business in EVEA of
$95 million, and the impact of foreign currency transtation. This was
partially offset by the absence of a prior.vear gain on the sale of Orbitall
{credit card processing company in Brazil) of $42 million. Volume growth
was diversified across regions, led by Mevico Net interest spread compression
reflected rising funding costs and a primanily fised rate portfolio.

Operating expenses increased, primarily driven by the impact of higher
expansion expenses in Asir and EME, intogration expenses of CrediCard
in the brazil franchise, the Koram acquisition, and the impact of foreign
currency translations. A AT refund in Mexico during the 2005 third quarter
partially offset expense growth,

Provision fin foan losses reflected an increase in net credit losses, due
primarily to volume growth in Mevico, which was partially offset by declines
inAsiz. During 2005, loan loss reserves increased by $175 million, reflecting
portiolio expansion and the ahsence of prior-ear reserve releases of
$103 million, recorded mostly in Asia and Latin America.

Maxico income increased due to higher sales volumes and average loans,
aswell as 4 tax benefit related to the Homeland Investment Act and the VAT
refund. Ast incorne increased due to strong sales, loan balance increases,
and improved net credit loss experience. EMEA income increased primari Iy
due to the gain on the sale of 1 merchant-acquiring business, partially offset
by increased expense related to business expansion and customer acquisition
Initratives. Laaftn Amierica income declined primarily due to the 2004 gain on
the sale of Orhitall and the absence of 2004 credit resenve releases. Jeapean
income declined primarily due to tax credits received in 2004,

53

2004 vs. 2003

Revenues, net of interest expense, increased, reflect ng growth in all regions,
and included the addition of KerAm and Diners Club Europe, the benefit of
foreign currency transtation, and the gain on the sale of Orbitall in the 2004
fourth quarter nfernativnal Cards sales grew 30%, reflecting growth in
Astar, Latin America and Japan. the addition of Koram, and the benefit of
strengthening currencies. 4rerige managed lorns benefited from
strengthening currencies and organic growth in both Asig and EAEA. 18

well as the addition of KorAm, to grow 27%.

(rerating expenses increased, reflecting growth in all regions. This
included the impact of the Diners Club Europe and KorAm acyuisitions, the
neteffect of foreign currency transtation. and increased advertising and
marketing expenses.

Proviston far foan osses decreased. primarily due t the release of
$103 million in credit reserves during 2004 s the credit environment
improved. Partially offsetting this release were additional net credit losses
primarily due to the acquisitions of KorAm and Diners Club Europe.
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International Consumer Finance

International Consumer Finance Internationat Consumer Fisance Internationa Consumer Finance
et income 2085 Net Incoms by Region Average Loans
I ulbgers of dodbars I Soliges af doars
$0.6 $0.6 $06 .
EMER $209 (Ll ik
%
Latin Rmerltca:; 4
fapan
7%
2003 2004 2005 2003 2004 2005

trternaational Consunier Finance provides community-based lending services through a branch network, regienal sales offices and cross-selling initiatives with
buternational Cards and infernational Retas! Banking. As of Decerber 31, 2005, International Consumier Finance maintined 2,137 sales points composed
of 1435 branches in more than 25 countries, and 682 Automated Loan Machines (ALMs) in Japan. International Consumer Finance offers real-estate-securad
loans, unsecured or partially secured personal loans, auto loans. and loans t finance consy mer-goods purchases. Revenues are primarily derived from net

interest revenue and fees on loun products

% Change % Change
e stiitons of diars 2006 2004 2003 2005vs. 2004 2004 vs. 2003
Reventies, net of intorest expense, by region:
Mexico $ 184 $ 165 $ 150 12% 10%
Latm America 123 98 84 8 14
EMEA 743 77 606 4 18
Japan 2475 2.526 2,664 @ {51
Asia 294 178 107 65 66
Revenues, net of interest expense $3519 $3.682 33611 % 2%
Operating expenses 1612 1.479 1443 9 2
Provision for loan losses 1272 1,364 1518 U} (10}
income before taxes and minority interest $ 935 $ 839 § 650 1% 29%
income faxes 293 253 71 16 NM
Net income $ 842 $ 586 $ 579 10% 1%
Net income by region:
Mexico $ 36 3 41 $ 37 (12)% 1%
Latin America 10 28 4 {64) NM
EMEA 38 126 134 ) ]
Japan 506 362 392 40 8
Asia 55 24 12 90 NM
Net income $ 642 $ 586 5 579 10% 1%
Average assets fo iltons of doliars) $ B $ 26 § 26 - -
Return on assets 2AT% 2.25% 2.23%
Average visk capital $ 918 31003 3 915 8)% 10%
Return on risk capital”’ 70% 58% 63%
Retum on invested capitatr 18% 16%
Key indicators;
Average yeld' 1868% 18.33% 18.75%
Net interest margin s 1648%  1653% 1700%
Number of sales points:
Other branches 1,130 754 540
Japan branches 325 405 552
Japan Autemated Loan Machines 682 512 3
Total 2,137 1,671 1,464

(15 See foutnete & o B table o page 27,
() Asaporventage of 2age hans,
R Not mentingiid
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2005 vs, 2004

Revenises. net of interest expense, increased. driven by growth in all regions
except fgpan, mainly due to higher loan volumes. Jgpan revenues declined
due to lower personal and real-estate-secured loan bafances, partiadly offsethy
the impact of foreign currency translation,

Opereting expense increased, reflecting the impact of investment
spending associated with the expansion of 376 branches outside of fapan and
reposttioning charges in £4£4 during the 2005 first quarter of $38 million.
These were partially offset by declines in Japvan due to the closing of branches
and the transition to ALMs,

Provision for lan fosses declined due to improved credit conditions,
including lower bankruptcy losses in fagein of $96 million, Thiswas partially
offset by higher personal loan losses in the UK., standardization of write-off
policy in Spain and Raly, and lower credit reserve releases. The et credit loss
ratio declined 61 basis points t0 5.75%.

Growth inazerage foars was mainly driven by increases in the real-
estate-secured and personal-loan portfolios in EMEA and Asia, partially offset
by adecline in EME4 auto loans. In jpan, average loans declined by 10%,
due to the impact of higher pay-downs, reduced loan demand, and the impact
of foreign currency transiation.
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2004 vs. 2003

Revetrues, net of inferest epense, increased, with growthin all regions
exeept i, The strongest growth was in EMEA and Askz, mainly due to
higher loan volumes as well as the impact of foreign currency translation,
This was partially offset by a decline in e from lower personal and
real-estate-secured loan volumes, as well 2 4 decline in spreads.

Operating expenses increased on higher investment spending for branch
EXpansion in Asia and £41£4, as well as the impact of foreign currency
translation. This was partially offset by expense reductions from hranch
dosings and head-count reductions in fgpien.

Provision for loan losses decreased as Eavorable credit conditions
continued, including lower bankruptcies in Jpen. partially offset by higher
personal loan losses in EME1,

Ned fnconie increased from growth in Latin America, Asia and Mexico,
primarily driven by volume growth, partially offset by declines inJapan
(ower tax credits and lower revenue, partiatly offset by lower operating
expenses and improved credit losses) and £ME1 (higher net credit losses).

Growth in real-estate-secured and personal loans in both £4E1 and Asiz
and the immpact of strengthening currencies led to average loan growth, which
was partially offset by a decline in £YE4 auto loans. In fapan, averape loans
declmed 6%, as the benefit of foreign currency translation was more than
offset by increased toan pay downs and reduced loan demand
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International Retail Banking

International Retall Banking
Net Income
i Biibans of dodiary
$2.2 21
$18

2003 2004 2005

International Retail Banking
2005 Net Income by Region

International Retadl Banking
Average Loans
i uthons o dofiars
$53.6
$42.5
2603 2004

$617

2005

tuternational Ketail Banking delivers awide array of banking, lending, insurance and investment servioes through anetwork of local branches and electronic
delivery systems, including ATMs, call centers and the Internet. fufernational Retadl Branking serves more than 47 million customer accounts, conposed

of individuals and small businesses. Revenues are primarily derived from net interest revenue on depusits

and boans, and fees on moriguge, banking, and

investment products
% Change % Change
2 nitiars of s 2005 2004 2003 2005vs.2004 2004 vs. 2003
Revenues, net of interest expense, by region:
Mexico $ 2878 32,572 82,260 12% 14%
Latin America 690 603 563 4 7
EMEA 3181 2,861 2387 11 20
Japan 474 469 451 — 4
Asia 2,504 2,163 16561 16 31
Revenues, net of interest expense $ 9727 38,668 §7.312 12% 19%
Operating expenses 5537 4,939 4487 12 10
Provisions for loan losses and for benefits and claims 1,452 779 500 86 56
Income before taxes and minority interest $2738 $2.950 82325 % 2%
Income taxes 857 734 573 a7 39
Minority interest, net of taxes 2 {1} — (100} —
Net income $ 2,083 $2.157 31,752 {3)% 23%
Net income by region:
Mexco $ 832 $ 580 8 520 4% 8%
Latin America 118 148 96 (20) 54
EMEA 150 512 445 ) 15
Japan 126 154 133 (18) 16
Asia 857 783 558 '] 40
Net income $ 2083 $2.157 $1,752 3)% 23%
Average assets (i s of doffars) $ s $ 103 5 8 12% 20%
Return on assels 181% 2.089% 2 04%
Average risk capital? $10303 $9.067 59,252 14% 2%
Average retum on risk capital ™ 2% 24% 19%
Return on invested capital™ 12% 13%
Key indicators: i iwivs of deing)
Average deposits $ 136.3 $1251 51071 % 17%
AUMs EOPY 1205 1034 77.5 17 33
Average loans 617 536 425 15 26

{41 Sen ool 5 tr e tablo on pane 27
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2005 vs, 2004

Revenues. net of inferest expense, increased. with impmved deposit revenues
in alt regions; higher branch lending revenues in EME4, Asia and Latin
America: higher investment revenues in all regions except Latin Amierica;
the benefits of fureign currency transtation; and the impact of the KorAm
acquisition. Average loans grew 15%, primarily in.4sia, Mexico, and fapan,
while average deposits grew by 9%, primarily in Asiz. Mexico, and EMEA
Assels under management increased by 17%

Opereating expetises increased due to the expansion of the distribution
network in all regions except /b, foreign currency translation, the impact
of first quarter 2005 repositioning expenses of $70 million, and the impact of
the KorAm acquisition. This was partially offset by the VAT refund of $93
million in Mexice, Total hranches grew by a net 131 during 2005, reflecting
the apening of 183 new branches.

Provisions for Inan losses and for bengfits and claims increased 25 a
sustained improvement in credit quality was offset by a $476 million pretax
charge to standardize loan write-off policies in E#E4 10 the global write-off
pelicy (see page 30) and 2 $127 miflion increase in the German credit
reserves to reflect increased experience with the effects of bankruptey law
liberalization. A3 a result. the consumer net credit foss ratio increased to
3.05%n 2005, The standardization of the loan write-0ff policies resulied in 4
significant drop in the 90 days past-due ratio, which fell to 1.29% in 2005,
compared to 3.36% in 2004 and 4.61% in 2003,

Net income i 2005 also reflected a $61 million net tax benefit from the
Homeland Investment Act

Mexico income increased on strong sales and customer balance growth,
as well as the VAT refund of $93 million and tax benefits from the Homeland
Investment Act. Asiz income increased, benefiting primarily from strongly
improved revenies due to increased husiness volumes, the impact of the
RorAm acquisition, and benefits from foreign currency translation. fapan
inconte declined due primarily to expense growth associated with the
consolidation and compliance activities related to the shutdown of the Japan
Private Bank. Lattn America income declined, driven by repositioning
expenses in 2005, and the impact of investment initiatives, primarily in
Brazil. £MEA income declined, driven by the impact of the write-uff pulicy
standardization, increases in credit ks reserves in Gernam, and
repositioning expenses reflected in the first quarter of 2005,
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2004 vs, 2003

Rerenies, et of interest expense, increased, primarily due to the positive
impact of foreign currency translation, the addition of KorAm and growth in
Aste, EMEA. and Mexicn Fxcluding foreign currency translation and KorAm,
growth in hoth stz and EMES was driven by increased investment product
sales, and higher deposits and lending revenues. Higher loans and deposits, as
well as the gain on the sale of a mortgage portfolio, drove growth in Mexico.
This was partiafly offset by the negative impact of foreign currency
translation.

(perating expenses increased. due to the impact of toreign currency
translation, the addition of KorAm in Asia, and higher sales commissions and
increased investrent spending on branch and salesforce expansion.

Provistons for focon losses andd for benafits and claims increased
primarily due to higher net credit losses in EMEA, principally Germany, and
in Mexico, due to the absence of a prior-vear $64 million credit recovery, and
higher loan loss reserve builds in EMEA, partially offset by higher loan loss
reserve teleases in all other regions. Lower net credit losses in Latin America
benefited from the absence of an $87 million write-down of an Argentina
comipensation note in 2003, which was written down against previously
established reserves.

Averdge customer deposits grew 17% from the prios vear, pri marily driven
by growth in Asia and £4F4, which included the benefits of the KorAm
acquisition and foreign currency transfation. The KorAm acquisition and
positive fureign currency transkation drove average loan growth of 26%
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INTERNATIONAL CONSUMER OUTLOCK

Certain of the statements below are forward-looking statements within the
meaning of the Private Secunities Litigation Reform Act. See “Forward-
Looking Stawments” onpage 111,

Gonsumer is well diversified across a number of geographies, product
groups, and customer segrents and monitors the economic situation in all
of the countries in which it operates. in 2006, International Consumer will
continug to invest aggressively to build on the competitive advantages of its
existing global network of branches, offices and sales professionals. The
business expects eamings growth from expanding its customer base, which
is expected to drive growth in loans, deposits and investment product sales.
Revenues and credit costs will be affected by global economic conditions,
including the level of interest rates, the credit environment, unemployment
rates, and political and regulatory developments around the world,
International economies are expected to be stable to imaproving, with an
improvement in econemic activity expected in Western Europe and a self-
sustaining recovery in Jafan, o of Infernational Consumer's most
important markets. Citigroup’s operations in Korea are currently
experiencing labor actions that are impairing its ability to offer its full range
of products and services, The Company is in active negotiations to reach an
expeditions agreement with the union,

hiternational Cards—n 2006, continued investment in customer
acquisition in both new and existing niarkets is expected to drive increased
purchase sales and loan volumes. The credit environment is forecast to
remain stable.

International Consitmer Finance—n 2006, investment in new
branches and sales professionals will continue in key expansion markets,
Organic growth in existing branches, coupled with new branch openings,
is expected to drive revenue and earnings growth Offerings of new loan
products and services in new markets will continue, and gains in market
share across several key international regions are forecast, The credit
environment is expected to remain stable,

biternational Retat] Brankiig—n 2006, the business will continue to
invest in hranch expansion, building on a strong presence in several key
ntarkets and establishing its presence in new markets. The business is
expected o generate revenue and eamings growth through an expanded base
of customers, as well as increases in loan and deposit halances and increased
investrent product sales.
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OTHER CONSUMER
Other Consiemer includes certain treasury and other unaliocated staff
functions and global marketing,

£ illions of s 2005 2004 2003
Revenues, net of interest expense $(258) 3556 $ 107
(Uperating expenses 349 388 289
Income (loss) before tax benefits $(607) $168 ${182)
Income taxes {benetits) (233} 71 69
Not income (loss) $(379) $ 97 $(113i

Rerenues and expenses reflect offsets to certain line-items reported in
other Global Consumer aperation segments.

The et fircomie decline was primarily due to the absence of 4 $378 million
alter-tax gain related to the sale of Samba in the 2004 second quarter, and the
2005 first quarter loss on the sale of a Manufactured Housing Loan portfolio of
$109 mullion after-tax, partially offset by the absence of 4 $14 million after-tax
write-down of assets i 4 non-core business in the 2004 fourth quarter and
tower legal costs. Excluding the impact of the Samba gain, the decline in 2004
was primarily due to lower treasury results, including the impact of higher
capital funding costs. the $14 million after-tax write-down of assets in the 2004
fourth quarter, and higher staff-related, global marketing and legal costs
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CORPORATE AND INVESTMENT BANKING

Corporate and Investment Banking Corporate and Investment Banking Corporate and Investment Banking
Net Income 2005 Ket Income by Product* 2005 Ket Income by Region*
in buitgecs of dodiacs
$6.9 Lati
Transachon Amenc
Services 106%
18%
$5.4
$2.0
Catal Matkets
ard Barking
82%
“Extludes Other Cotpacste and Investment Banking incoms of “Dxcludes Othet Corporate and investment Banking mcome of
2003 2004 2005 $433 miltion $433 milion

Corporate and Investment Banking (C1B) provides comporations, governments, institutions and imwestors in approximately 100 countries with 2 broad range of
financial products and services. CIB includes Capital Markets and Banking, Transaction Services and Other CIB.

% Change % Change

b il of dofbars 2005 2004 2003 2005vs.2004 2004 vs. 2003
Revenues, net of interest expense, by region;
Uus $ 9901 $ 8961 3 B878 10% 1%
Mesico m 770 708 1 9
Latin America 1415 1318 1591 7 an
EMEA 6,849 6.512 5,741 5 13
Japan 1224 817 520 50 b7
Asia 3697 3408 2594 8 3
Revenues, net of interest expense 823863 521786 $20.032 10% P%
Operating expenses 14133 20,530 11,460 {31) 79
Prenision for credht losses (42) @75y 732 96 NM
Income before taxes and minority interest $9772 32231 37840 NM {(721%
Income faxes 2818 96 2,429 NM 6}
Minority interest, net of taxes 59 93 37 (3N% NM
Net income $6805 52042 $5374 NM 62)%
Net income by region;
us $ 290 32130 $ 2540 NM N
Mexico 450 659 407 (3% 62%
Latin America 619 813 566 (24) 44
EMEA 1,130 1,136 924 W] 23
Japan 498 334 162 49 NM
Asla 1,248 1,230 775 {3) 66
Net income $688 32042 $ 5374 NM 62)%
Average risk capital+' $21226 19047 316,266 11% 17%
Return on risk capital v 2% 1% 33%
Return on invested capital’ 2% 8%

(1) Sen footts 5 1o the fable on page 27,
A Mot mesningl
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Capital Markets and Banking

Capital Markets and Banking Capital Markets and Banking Capital Markets and Banking
Net Income 2005 Revenus by Region 2005 Net Income by Region
I Bulbons of dolars

$5.4 $5.3 Latn:

Amenca
4%

$46

2003 2004 2005

captial Markets and Banking offers awide array of inwestment and commercial banking services and products, includi ng investment banking and advisory
services, debt and equity trading, institutional brokerage. foreign exchange, structured products, derivatives, and lending, Capiteal Merkets and Banking revenue
is generated primarily from fees for investment banking and advisory services, fees and spread on structured products, foreign exchange and derivatives, fees and
interest an loans, and income eamed on principal transactions,

% Change % Change

ol of collns 2005 2004 2003 2005vs.2004 2004 vs 2008
Revenues, net of interest expense, by region:
us. $8860 S$B116 3 806) P 1%
Mexico 586 594 540 {1) 2
Latin America 896 883 1.099 1 {20)
EMEA 5,083 4,393 4,388 18 —
Japan 1,140 744 456 53 63
Asia 2,395 2,376 1,861 1 28
Revenues, net of interest expense $18970 317106 $16.445 1% 4%
Cperating expenses 11,501 9,959 8910 15 12
Provision for crecht losses {61) F77) 738 92 N
income before taxes and minority interest $7530 §7924 56797 B)% 17%
income taxes 2,145 2.440 2118 (12} 15
Minority interest, net of taxes 58 89 37 (35) NM
Net income $537 $5395 34842 {1)% 16%
Net income hy region:
Us $2422 $2502 %2424 (3)% 3%
Mexico 37 544 349 {31) 56
Latin America 466 621 437 {25) 42
EMEA 810 486 709 67 31
Japan 485 322 150 51 i
Asia 768 920 573 N 61
Net income $5327 $5305 $ 4542 {1)% 16%
Average risk capital’ $19888 317666 314785 13% 19%
Retum on risk capital'! 2% 31% 31%
Return on invested capital ' 20% 24%

(1} See toutnnk 5 o tha tabla v page 27
NAHul meaingl
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2005 vs. 2004

Rervenues, net of interest expense, increased, driven by growth across all
products. Equity Markets revenues increased, driven by growth in cash
trading, alterative execution and dervatives products. Fixed Inoome Markets
revenue increases reflected growth in interest rate products, commodity
dertvatives, foreign exchange, and securitized markets, Investment Banking
revenuc growth was driven by increased advisory fees on strong growth in
completed M&A transactions and growth in equity underwriting. Lending
revenue growth was mainly due to hedging gains in credit derivatives.
Revenues also include a $386 million pretax gain on the sale of Nikko
Cordial shares.

Operating expenses increased due to higher incentive compensation,
including repositioning costs of $212 million preta tin the 2005 first
quarter), increased investment spending on strategic growth initiatives, and
the impact of the acquisitions of Knight and Lava Trading, Expenses included
4 $160 million pretax charge to increase reserves for previously disclosed legal
matters recorded in the 2005 fourth quarter

The provision for credt losses increased, reflecting an increase to loan
loss reserves in 2005 and the ahsence of loan loss reserve releases recorded in
the prior year. The provision for creditlosses in 2005 included $289 million to
ncrease loan loss reserves for increases in off -halance sheet exposure, and 2
slightdecline in credit quality

Net neomie in the 175, decreased primarily due to an increased provision
for credit losses.

The negative impact of a flat vield curve on revenues and the ahsence of
loan loss reserve releases recorded in the prior vear caused a decline in
Mexican net incone.

Lafin America vetincome decreased priniarily due to the absence of loan
loss reserve rleases recorded in 2004 and 4 deline in reverues from
completed corporate finance transactions. Credit quality in Argentina and
Brazi improved.

EMEA netincome increased as a result of strong revenues across afl
businesses and lower credit provisions. Revenues increased in Fixed Income
Markets, Equity Markets, Irvestment Banking, and Lending, on higher
wolumes and growth in customer activity,

Netincome in fupezn increased due to strong growth in Equity Markets
and Fixed Inoome Markets revenues and a $248 million after-tax gain on the
sale of Nikko Cordial shares recorded in the 2005 fourth quarter

Netincome inAsiv decreased primarily due to lower Fixed Income
Markets revenues, maainly in global distressed debt trading and foreign
exchange trading,
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2004 vs. 2003

Kerenues, néd of interest expense, increased in our Lending, Fixed Income
Markets, and Equity Markess. Lending increased primarily due t the absence
of prior-year losses in credit derivatives (which serve 2 an economic hedge for
the loan portfolio) and the acquisition of KorAm. Fised Income Markets'
increase was driven primasily by higher trading in commodities, distressed
deht and mortgage trading, partially offset by declines in interest rato and
fuceign exchange trading The Equity Markets increase primarily reflected
increases in cash trading, including the impact of the Lava Trading
acquisition and higher derivatives, partially offset by declines in convertibles.
Investment Banking revenues were Hat, reflecting lower debt underwriting
offset by growth in equity underwriting and advisory and other fees,
primarily M&A.

Operating expenses increased, primarily due to higher compensation and
benefits expense, increased legal reserves, increased investment spending and
the agguisitions of Kordm and Lava Trading,

The provision for credst Josses was down, primarily due to lower credit
losses in the power and energy industry in Argentina and Brazil, prio-vear
losses recorded on Parmalat, and loan foss reserve releases as 4 result of
improving credit quality globally:

Netincomein the 113, increased primanily due to a lower provision for
credit losses, as well as increases in Lending, Fixed Income Markets and
Fquity Markets revenues.

Mexico netincome increased prinsanly due to loan loss reserve releases
resulting from improving eredit quality

Latin America net income increased primarily due to loan loss reserve
releases on improving credit quality. partially offset by the absence of strong
prioryear Fixed Income Markets revenues in Brazit.

In £MFA, declines in Fixed Income Markets and relatively flat advisory
and other revenues, 25 well 45 increased expenses from legal reserves, higher
investment spending, and compensation and bencfits, drove flat results.

Net income in fapan increased, driven by increases in Fixed Income
Markets and Investment Banking revenues, a gain on the partial sale of Nikko
Cordial shares worth $20 million pretax, and a lewer provision for credit
losses due to Joan loss reserve releases.

Netincome inAsig increased primarily due to increases in Fixed Income
Markets (mainly in global distressed deht trading and foreign exchange
trading). loan loss reserve releses as a result of improving credit quality,
and the acquisition of KorAm.
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Transaction Services

Transaction Sarvices Transaction Services Transaction Services
Net Income 2085 Net Income by Region 2005 Net Revenus by Type
&6 dulbgere of dolars
$i1
431 hage
12%
$0.7

Securifies

Cash
Managenend
59%

2003 2004 2005

ransaction Serttces is composed of Cash Management, Trade Services and Global Securities Services (GSS). Cash Management and Trade Services provide
comprehensive cash management and trade finance for corporations and financial institutions worldwide. GSS provides custody and fund services to investors
such as insurance contpanies and pension funds, clearing services to intermediaries such as broker/dealers, and depository and agency/trust services to
multinational corpor:tions and governments globally Revenue is generated trom fees for transaction processing, net interest revenue on Trade Services lodns and
deposits in Cash Management and GSS, and foes on assets under custody in GS$

% Change % Change
i mlioes of dodirs 2005 2004 2003 2005vs.2004 2004 vs. 2003
Revenues, net of interest expense, by region:
Uus $1,039 $ 827 3 829 26% 0%
Mexico 191 176 128 ] 38
Latin America 519 435 492 19 {12
EMEA 1,756 1.635 1,353 14 13
Japan 84 73 64 15 14
Asia 1,302 1,032 733 26 41
Revenues, net of interest expense $4.801 $4.078 83509 20% 13%
Operating expenses 3,316 2.846 2561 17 1
Provision for cregit losses 19 {198) 6 NM NM
Income before taxes and minority interest $1,556 $1.430 §1.044 % 37%
income laxes 420 381 296 10 29
Mincrity interest, net of taves 1 4 — {75) -
Net income $1,136 $1.040 § 748 % 40%
Net incoine by region:
Us $ % $ 84 § 132 13% (361%
Mexico 74 115 58 (36) 98
Latin Amevica 153 192 129 (20) 49
EMEA 320 272 215 18 27
Japan 13 12 12 8 -
Asla 480 370 202 30 83
Net income $1,138 $1.045 S 748 9% 0%
Average risk capital' $1.328 $1,380 31483 (A% (M%
Retum on nsk capital 85% 6% 51%
Return on ivested capital ™ 47% 46%
Key indicators:
Liahulity balances wvessge i o of dottars $ 145 3 121 S 100 20% 21%
Assels under custody al year end s tiions of dotars) 86 78 6.4 9 23

{1} Saeforinole 5 1o Be table vn page 27
Nk Nt eieaninghd
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2005 vs. 2004

Kevenires, net of interest expense, increased, reflecting growth in Cash
Management and Global Securities Services. Average liability balances grew
2%, primarily due o increases inAsiz, EMES and the 075, reflecting positive
flow from new and existing customers. Average liability balances reached
$155 billion in the fourth quarter

Ciash Managemend revenue increased mainly due to growth in liability
halances, improved spreads, and increased fees from new sales. Revenue
growth was at a double-digit rate across all regions.

Global Securdties Serrices revenue increased, primarily reflecting growth
inLatin America, Asia and the 1.3 higher assets under custody and fees;
and the impact of acquisitions. Assets under custody reached $8.6 trillion, an
increase of $0.7 tritlion, or 9%, on strong mementum from record sales,
equity markets, and the inclusion of ABN Amiro and Unisen assets under
custody. This was partially offset by a strengthened 1S, dollar and a slowdown
in fixed income markets.

Trade seridices revenue increased, due t growth inAsiz and EMEA,
partially oftset by spread compression in Mevico and Latin America.

The change in the prorssion for credif Insses was attibutable to a reserve
refease of $163 million in 2004; this compared to reserve increases of
$18 millien in 2005,

Operating expenses increased on higher business volumes, acquisitions,
and investments In growth opportunities.

Net income inthe 178, increased, due to growth in liability hatances,
umproved spreads, and an increase in assets under custody, partially offset by
higher expenses due to acquisitions and contnued investment spending,

Mexicy net income decreased, due primarily to loan loss reserve releases
in 2004. Adjusting for the reserve releases in 2004, net income momentum
wits sfrong,

Latin America et incore decreased, due primarily o the impact of loan
loss reserve releases in 2004,

EME4 et incore increased, mainly due to increases in liability balances
and assets under custody, which drove strong revenues in Cash Management
and Glohal Securities Services

Atk niel incone rose it 2005, driven by new sales, increased fees from
higher customer volumes, the impact of the KorAm acquisition, and growth
in liability halances.

Japani netincome increased, mainly due to increases in fiability balances
and assets under custody,

Cash-hasis loans, which in the Transaction Services businesses are
primanily trade finance receivables, were $81 million and $112 mitlion at
December 31, 2005 and 2004, respectively. The decrease of $31 million in
2005 was primarily due to adecling in Brazil.
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2004 vs. 2003
Revenues, net of inferest enpense, increased, reflecting growth in Cash
Management and Global Securities Services, offset by declines in Trade Servioes.

Cuash Munagement revenue increased, mainly due to growth in liability
balances (primarily in Asie and EMEA and the acquisition of KerAmy,
improved spreads, a benefit from foreign currency translation and increased
fees. This was partially offset by gains on the early termination of
intracompany deposits (which were offset in Capital Markels and Banbing)
in 2003.

Global Securities Services revenue increased, primantly eflecting higher
fees on a 815 trillion increase in assets under custody from market
appreciation, foreign transtation benefits, incremental net sales, and the
impact of acquisitions. These improvernents were partially offset by a prior
vear gain on the sale of interest in a Luropean marketexchange.

Trade Serrices revenue decreased, primarily due o lower spreads.

Uperating expenses increased on the impact of foreign currency
translation and higher business volumes, including the effect of acquisitions,
aswell as increased compensation and benefits costs.

The provison for credst Tosses decreased, primanily due to 4 loan loss
reserve release of $163 million in 2004 a5 a result of improving credit quality
and et credit recoveries in Latin America.

Net income in the 17,8, decreased, due to loan loss reserve releases in 2003,
increased investment spending, divestitures, increases in expenses, and gains
on the early termination of intracompany deposits (which were offsetin
Capited Merkels and Banking) n 2003,

Mexico net income increased, due primanly to loan loss reserve reeases in
2004 and increases in fee revenue.

Latin America net income increased, due primarily to loan loss weserve
releases in 2004

EMEA net incone increased, due to increases in liability balances, growth
in assets under custody, and the impact of acquisitions.

Asta net income rose, due to increases in liability balances and 2 benefit
fron: the impact of KorAm.

Japran vetincome was tlat at $12 million Growth in liability balances and
assets under custody were offset by higher business and investment spending,
including the Nikko Cititrust joint venture.

Cash-basis loans were $112 million and 8156 million at December 31,
2004 and 2003, respectively. The decrease in cash-basis loans of $44 miltion
in 2004 was primarily due to charge-offs in Argentina and Poland.
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OTHER CIB

Other CIB includes offsets to certain line itens reported in other CIR
segments, certain non-recurring tems and tax amounts not allocated to
CIB products.

b2 llfons of doflats 2005 2004 2003
Revenues, net of interest expense $ 2 $ 602 5(12)
Operaling expenses (684) 7725 {1
Income (loss) before income taxes (benefits) $686 37,123} SN
Income taxes (benefits) 263 (2.725) 15
Netincome (oss) $4313 $(4,398) $(16)
2005 vs. 2004:

Net fnconze of $433 million in 2005, compared o a net loss of $4.398 hillion
in 2004, is primarily the result of the $4 95 hillion aftertax WorldCom and
Litigzttion Reserve Charge recorded in 2004 and the release of WorldCony
Research litigation reserves of $375 million after-tx in the 2005 fourth
quarter. Results in 2004 included 2 $378 million after-tax gain on the sale of
Samba recorded in ZMEA. Results in 2005 included 2 $120 miltion after-tax
insurance recovery related to WorldCom and Enron legal matters recorded in
the 2005 fourth quarter.

2004 vs. 2003:

Nt Joss of $4.398 hillion included the $4.95 billion after-tax WorldCom and
Litigation Reserve Charge, partially offset by 4 $378 million after-tax gain on
the sale of Samba recorded in FME4.

CORPORATE AND INVESTMENT BANKING OUTLOOK
Certain of the statements below are forward-Jooking statements within the
meaning of the Private Securities Litigation Reform Act. See “Forward-
Looking Staternents™ on page 11,

CHB is significanty affected by the levels of activity in the global capital
markets, which are influenced by macro-economic and political
developments, among other factors, in the approximately 100 countries in
which the business operates. Global economic and market events can have
both positive and negative effects on the revenue and credit performance of
the businesses,

As we enter the vear, the credit environment is stable; however, losses on
corporate lending activities and the level of cash-basis loans can vary widely
with respect to timing and amount, particularly within any narrowdy defined
business or loan type.

In 2006, Capital Markets & Binking initiatives will continue to focus on
the delivery of financial solutions tailored to clients’ needs and the targeting
of client segments with strong growth prospects. The business intends to
leverage its position in flow products and client refationships to increase its
share of higher-margin structured products, for which continued demand is
expected. Building on the momentum of 2005, Capital Markets and
fenking will continue to leverage the acquisitions of Lava Trading, Knight
Trading's derivatives markets businesses and the more recently announced
electronic communications network, to grow the Equity Markets business.
‘the business has initiated 4 multi-year build out of structured products
capabiitties In rates, currencies and eredit, which should become a platform
for future growth. Banking wll build on the successful launch last vear of the
Nationgl Corporase Bank and National Investment Bank in the U.S. and
continue to expand its client hase in Europe and the emerging markets,
particutarly the rapidly expanding small and medium enterprises (SMF)
business segrment. 1n parallel, leveraging the CI8's global network, client
teams will seek to further strengthen client relationships and increase market
share and revenues.

10 2006, Transaction Services will work o grow revenues and eamnings
organically while funding strategic investments. The recent investments in
funds services, cross-horder payments and liquidity management will drive
some of this growth. The recent U.S. interest rake increases are expected o
have a positive impact on revenue; howeser, this may be partially offset by
industry-wide spread compression, especially in trade financing, Global
Securities Services is well positioned to capitalize on the momentum in the
global capital mrkets, especially in enwerging markets.
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GLOBAL WEALTH MANAGEMENT

Giohal Wealth Managemeant Eishal Wealth Managemant Global Wealth Management
Net Income 2005 et Income by Product 2005 Met income by Region*
I fuihons of dotary

$13

$1.7 $1.2
Puyate Bank
0% Mexicn 3%
2003 2004 2005 ~Excludes lapan loss of $52 milhion

Global Wealth Management is composed of the Smith Barney Private Client businesses (including Citigroup Wealth Advisors outside the U.S. ), Citigroup
Private Bank, and Citigroup Tnvestiment Research.,
% Change % Change

b mifies of doffars 2005 2004 2003 2005vs.2008 2004 vs 2003
Revenues, net of interest expense by region:
us $7,628 87,241 36,586 5% 0%
Mexsco 124 138 17 (10) 18
Latin America 203 227 212 (11) 7
EMEA 295 2N 260 1 12
Japan 8 200 264 NM 124)
Asia 440 432 398 2 g
Revenues, net of interest expense $3,684 38,529 57.847 2% 9%
Operating expenses 6,696 6,666 5,753 - 16
Provision for loan losses 29 )] 12 NM NM
Income hefore taxes $1,959 $1.868 32,082 5% {(101%
Income taxes 715 659 736 8 (10
Net income $1,244 $1.209 31,346 3% {(10)%
Net income by reglon:
us $1,141 $1,179 31076 (3% 10%
Mexico 44 52 41 (15) 27
Latin America 17 43 44 (60) {2
EMEA 8 15 {18) 4an NM
Japan (82} (205) 83 60 M
Asia 116 125 118 () 2]
Net income $1.244 $1,209 $1.346 3% {10/%
Average risk capital’’ $2,113 $1.907 $1.896 1% 1%
Return on sk capital 59% 63% 71%
Beturn on invested capitat ™ 46% 52%

{1} See tontnole 5 to the 1abls on page 27,
NS Nol mezniragled
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Smith Barney

Smith Barney Smith Barney Smith Barney
Net income Tuotal Asssts Under Fes-Based Management fFinancial Advisors
I bibws of dobes i bt of dobars & Docambe 31 At Deceimbs 31
$08 $0.9 3 13414
$08 12,27 12138
$246
4208
2003 2004 2005 2003 2004 2005 2003 2004 2005

Smisth Larney provides investment advice, financial planning and brokerage servioes to aftluent individuals, companies, and non-profits through a network of
more than 13,000 financial advisors in more than 600 offices primarily in the U.S. Smuith Barney generates revenue from managing client assets, acting as a
broker for clients in the purchase and sale of securities, financing custorners’ securities transactions and other bormowing needs through lending, and through the
sale of mutual funds.

% Change % Change

1 endlins of ol s 2005 2004 2003 2005 vs,2004 2004 vs. 2003
Revenues, net of interest expense $6825 $6485 3 5851 5% 1%
Oparating expenses 5,406 5016 4570 8 10
Provision for loan losses 12 - 1 - {100
income before taxes $ 1408 S 1463 51280 @)% 15%
income taxes 537 578 485 () 19
Net income $ 81 5§ 831 ¢ 795 {2)% 12%
Average risk capital! $ 938 B 1156 31269 (19% 9%
Heturn on nsk capital's 9% 77% 63%
Return on invested capital ™ 5% 57%
Key indicators: ¢ pitons ot detiars)
Total assets under fee-based management § 2 S 240 % 209 34% 15%
Total client assets 1,130 978 912 16 7
Financial advisors 13,414 12.138 12,207 i Y
Annualized revenue per financlal

advISOr g thonssndls of dbliarg $ 556 % 53 3 473 4% 13%

(h See Wolrte 5 (i e table on pags 27,
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2005 vs, 2004

Revenues. net of infevest exense, increased primarily due to 2 $459 million
increase in asset-hased revenue, Lower client trading volumes drove adecling
in transactionzd revenue, which decreased by $119 million.

Opereding enpenses increased, primanily due to higher production-related
compensation as a result of increased revenue. The increase also included
repositioning charges of $28 million pretax in the first quarter of 2005, higher
legal costs, and integration costs related to the acquisition of the Legg Mason
retai] brokerage business.

Provision for loan loss increased, primarily reflecting the impact of
growth in tailored loans.

(n December 1. 2005, Smith farney completed the acquisition of Legg
Mason's private client business, which added 124 branches, approximately
$100 hitlion of assets under management and more than 1,200 financial
advisors, primarily in the Mid-Atlantic and Southeastern states, These
branches and financial advisors were converted to Smaith Barney’s operating
plattorm during the 2006 first quarter

Total assets under fee-based management increased, reflecting organic
srowth and the addition of Legg Mason. Total client assets, including assets
under fee-hased managenent, increased primarily due 1o higher equity
niarker vatues, the acquisition of Legg Mason and positive net tlows of
328 hillion.

67

2004 vs. 2003
Rerenues, nef of interest expense, increased in both asset-hased fee revenue,
reflecting higher assets under fee-based management, and transactional
revenue, reflecting equity nirket appreciation driving trading,
Operating expenses increased, prinwrily reflecting higher marketing, legal
and compliance costs, as well as continued investment in new client offerings.
The increase in total assets under fee-based nranagement was primiarily
due to positive net flows and higher equity market values Total client assets,
including assets under fee-hased management, increased primarily due to
higher equity market values and positive net flows of $24 hillion.

Citigroup Investment Research

Citigroup Investment Research provides independent client-focused research
to individuals and institutions around the world. The majority of expense for
this organization is charged to the Global Equities business in Capital
Searkets cand Bankiuy and Smiath Barney,
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Private Bank

Private Bank Private Bank Private Bank
Net income 28485 Net Income by Region™ Client Business Yolumes Under Management
I s of b o Bions of doiars af Decamnby 31

$0.6 Latn $224 $226

Am&r;g}
e $185
$04
{03 -
FHER 2% Ve
2003 2004 2005 “Excludes Japan loss of $82 mitkion 2003 2004 2005

Prirate tank provides personalized wealth management serviees for high-net-worth clients in 33 countries and territories. These services include comprehensive
investment management (investment funds management, capital markets solutions, trust, fiduciary and custody services), investment finance (credit services
including real estate financing, commitments and letters of credit) and banking services (deposit, checking and savings accounts, as well as cash management
and other teaditional banking services).

% Change % Change

2 s of dulbas 2005 2004 2003 2005 vs. 2004 2004 vs, 2003
Revenues, net of interest expense, by region:
us $ 803 3 75 2 745 &% 1%
Mexico 124 138 17 (10) 18
Latin America 203 227 212 (11) 7
EMEA 295 291 260 1 17
Japan {5) 200 264 NM (24
Asia 440 432 398 2 9
Revenues, net of interest expense $1,859 $2.044 $1,986 9)% 2%
Operating expenses 1.291 1.650 1,183 (22) 30
Provision for loan losses 17 & 1" NM NM
Income before taxes $ 551 3 39 $ 802 8% {501%
income taxes 178 81 251 NM (68}
Net income $ I % 318 § 551 1% {42)%
Net income by region:
us $270 $ 288 S 281 )% W%
Mexico 44 52 41 (15) 27
Latin Amenica 17 43 44 (60) 2
EMEA 8 15 (16) @n NM
Japan (82) {205) 83 60 NM
Asia 116 125 118 (1] 3]
Net income $ 313 $ 318 § 551 17% (421%
Average risk capital $1,175 $ 751 $ 627 56% 20%
Return on risk capitali® 2% 42% 88%
Return on invested capital 20% 40%
Koy indicators: qn tuions of doitars:
Client assets under fee-based management $ 52 $ 52 s 42 —% 24%
Other chent activity 174 172 133 1 12
Total client business volumes $ 228 $ 224 $ 195 1% 15%

{1} Seo holnate 5 1o the table on page 27.
N Not meaningtl.
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2005 vs. 2004

Revenues. net of imlerest expense, decreased due to the elosure of the Japan
Priveite Bank business, Revenue in Jgpar included losses of $82 million from
foreign exchange and interest rate hedges on anticipated client settlements for
which reserves were established in the 2004 fourth quarter,

[7.8 revenue increased. primarily driven by increased banking spreads and
growth in lending volumes, combined with growth in fee income from
discretionary and custody assets. Growth in the 175 was negatively impacted
by net interest revenue compression.

Mexdco revenue decreased as lower client transactional activity was
patially offset by increased banking volunes.

Latin America revenue decreased, primarily driven by lower client
transactional activity, a decline in fee income from discretionary and trust
assets, and net inferest revenue compression,

£MEA revenue increased, primarily driven by growth in fee income from
discretionary assets and growth in banking volumes,

Astr reveniue increased, reflecting higher banking volumes and increased
fee income from discretionary, trust and custody assets.

Operating expenses decreased, primarily due to 2 $400 million pretax exit
plan charge in Japan recorded in the fourth quarter of 2004, Increased
expenses it other regions reflected higher emiployee-related costs, including
investments in front office sales and support.

Prowdstan for loan losses included net recoveries in Asiz and Zurope, net
write-offs in the /78, and increases in the allowance for loan losses. The
allowance reflected an increase in fghan and changes in the application of
environmental factors for all regions, Net credit recoveries were (0.02%) of
average loans outstanding in both 2005 and 2004

Client business volumes increased $2 billion in 2005, as adecline of
$14hillion in Jipran was offset by growth of §16 billion, or 8%, in other
regions. Growth was Jed by an increase of $3 hillion in custody assets, which
were higher in the 173, and Zatin America, offsetting the decline in fapan.
Managed assets were Hat due to the decline in Japean, offset predominantly by
the impact of positive net flows in the 7.8 Investment finance volumes were
flat, reflecting the decline in Japrn, offset by growth in real-estate-secured
loansin the U5, Banking and fiduciary deposits decreased $1 billion, with
double-tigit growth inAviz and Europe offset by the decline in Jigpan.

&9

2004 vs, 2003
Revenues. netof interest expense, increased, as 2 $64 million decline in

Japetar wes offset by combined growth of $112 million, or 6%, in other regions.

{75, revenue increased, primarily driven hy strong growth in banking and
lending volumes, combined with growth in fee income from discretionary,
custody and trust assets. Growth in the {75 was negatively impacted by net
interest revenue compression as increased funding costs were partially offset
by the henefit of changes in the miix of deposits and lizbilities.

Mexioo revenue increased, primrily due to increased client transactional
activity and fee income from discretionary, custody and trust assets.

Revenue increased in Latin America primarily reflecting growth in
banking and lending volumes.

EMEA revenue increased, pimarily driven by growth in fee income from
discretionary and trust assets as well s increased transactional revenue,

Revenue in Japan declined as the business began to wind down resulting
in lower transactional revenues.

Ast revenue increased, reflecting broad-based increases in recurring fee-
based and net interest revenue that were partially oftset by a decline in client
transactional activity and lower perfformance fees.

Operating expenses increased, primarily due to the $400 million pretax
Exit Plan Charge in g recorded in the fourth quarter of 2004, Excluding
the Exit Plan Charge, expenses increased $67 million, or 6%, primarily
reflecting inceedses in incentive compensation resulting from corresponding
increases in revenue, a5 well as higher staff costs that were driven by
investments (1 hankers and product specialists. Offsetting the growth in
expenses was the absence of priorvear repositioning costs in Europe.

Propision for loai fosses included secoveries in v, Avi, the 118,
and Europe.

The decline in the effective tax rate was primarily driven by the impact of
the $400 million pretax ($244 million after-1ax) Japan Exit Plan
implementation charge.

¢lient business rolunies increased $29 billion in 2004, led by an increase
in custody assets, which were higher in all regions except Jypan. Managed
assets increased $10 billion predominantly in the /7.5, reflecting the impact
of positive et flows. Tovestrment finance volumes increased $5 billion, un
growth in real-estate-secured loans in the £75. and increased margin lending
in the international business, excluding figpan. Banking and fiduciary
deposits grew $4 billion with double-digit growth in the 1.5 and FME4,
partially offset by a $1 billion, or 19%, dectine in Japvn.
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GLOBAL WEALTH MANAGEMENT OUTLOOK

Certain of the staements below are forward-looking statements within the
meaning of the Private Securities Litigation Reform Act. See “Forward-
Looking Stalements” on page 111,

Swrith Barngy —1n 2006, Smith Rarney expects o see continued asset
and revenue growth resulting from the 2005 investments in its wealth
management platform, as well as from the acquisition of the Legg Mason
private client business.

Investments are expected o continue in 2006 and will include expanded
fee-hased services (wealth management, advisory, and liahility management

among others) as well as selective recruiting and training of financial advisors.

InCitigroup Investment Research, major initiatives include strategically
expanding research coverage in targeted sectors, continuing expense
management, and refining the scope and management structure of the
global research platform.

Privaate Bawk—1n 2000, the Privvte Sank will continue to focus on
expansion in geopraphic markets, adding onshore offices and bankers in
India, Brazil, China, Mexico, the United Kingdom and select cities in North
America Moreover, the Privfe Bank will continue to invest in building out
new prochsct capabilitios, maintain and expand successful pastnerships with
other Citigroup entities, and develop its team of bankers.

In 2006, the Privale Bank expects growth in recurring fee-based revenue
and transactional revenue to be partially offset by a decline in net interest
revenue due to the flat-vield-curve environment. Investments in origination,
product and onshore market build-outs will negatively affect net income
growth, 4s the associated revenues witl tral the costs in the near term,
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ALTERNATIVE INVESTMENTS

Alternative Investments
Net Income
I Bdbors »f doitars
$14
308
$04

2003 2004 2005

Altsrnative Investmants

{apital Under Management
br deilas of do¥ars 2t Dacamber 11

$316

3218 $28.5

2003 2004 2005

Alternative Investments

2005 Revenue by Type

Fees. Dvigends
and Intecest
153

Chert
Revenue

%

3

1%

et Realioed and

et Change w

Usraghized Gams
o

Alternative Investments (AL manages capital on behalf of Citigroup, as well as for third-party institutional and high-net-worth investors. Al is an inlegrated
alternative investment platform that manages a wide range of products across five asset classes, including private equity, hedge funds, real estale. structured
products and managed futures. AT's business model is to enable its 12 investment centers t retain entreprencurial qualities required to capitalize on evolving
apportunities, while henefiting from the intellectual, operational and financial resources of Citigroup

% Change % Change

b2 anathiges of dhollers 2005 2004 2003 2005vs.2008 2004 vs. 2003
Met realized and net change in unrealized gains $2,582 $1.039 § 520 NM 100%
Fees, dividends and interest 509 269 418 8%% {36}
Other (U] 122 83 NM 47
Total proprietary investment activities revenues $3,000 $1.430 $1,02% NM A0%
Client revenues'™ 340 273 258 25% 6
Total revenues, net of interest expense $3430 $1.703 31279 NM 33%
Operating expenses 633 482 393 3% 18
Provision fof loan losses & — — - —
income hetore taxes and minority interest $2,709 $1.241 $ 886 NM 40%
income taxes 950 398 309 NM 29
Miriority interest, ned of taxes 412 75 175 NM 57
Net income $1,437 % 768 S 402 87% N%
Average risk capital’ $4,264 $3.669 $3,045 16% {T}%
Return on nisk capital 3% 21% 10%
Return on invested capitat 3% 19%
Key indicators: ¢ hiliens of dulfs:
Capital under management:

Client $ 254 $ 204 $ 205 5% —%

Proprietary 122 8.1 74 51 9
Total $ 376 $ 285 5279 32% 2%

{11 Insduides foe Income. Prioe 1o 2005, reverns was reparied net of ot sharing (eofit sharing was reflected in the internal Ciligroup distibuter’s 1evonuasy.

2 Seu luckete 5 1ot fable an page 27,
MBA Ned et érghad
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The Proprietary Portfalio of Alternative Investments consists of private
equity, single- and multi-manager hedge funds, real estate, St. Paul Travelers
Companies Inc. (St Paul) common shares, MetLife, Inc. (MetLite) commen
shares, and Legg Mason, Inc. (Legg Mason} common and preferred shages.
Private equity, which constitutes the largest proprictary investments op both
adirect and indirect basis, is in the form of equity and mezzanine debt
financing in companies across a bmad range of industries worldwide,
including in developing economies. Such investments include Citigroup
Senture Capital International Brazil, L (GV0/Brazil, formerly
CVC/Opportunity Equity Partners, LP), which has invested primarily in
companies privatized by the government of Beazil in the mid- 1990s.

The ¢lignt Portfolio is composed of single- and multi-manager hedge
funds, real estate, managed futures, privaie equity, and avariety of leveraged
fixed income products (credit structures). Products are distributed to investors
directly by Al and through Citigroup's Prérate Sauk and Smith Barngy
businesses. Revenue includes manzgement and perfornance fees earned
on the porfolio. Prior to 2003, the pretax profits from managing capital on
behalf of Global Wealth Management clients were recorded in the respective
Citigroup distributor’s income staterient 4s 4 component of revenues.

Investments held by investment company subsidiaries (including OV
Brazily are carried at fair value with the net change in unrealized gains and

St. Paul, MetLife and Legg Mason Equity Securities

losses recorded in income. Certain private equity investments in companics
located in developing economies that are not held in investrment company
subsidiaries are either carried at cost or accounted for by the equity method,
with unreadized losses recognized in income for other-than-temporary
declines in value. Investments classified s available-for-sale are carried at
fair value with the net change in unrealized gains and losses recorded in
equity as accumulated other changes in equity fromy nonowner sources.
All other investment activities are primarily carried at fair value, with the net
change in unrealized gains and losses recorded in income

The ownership of St Paul shares was 2 result of the April 1, 2004 merger
of Travelers Property Casualty Corp. (TPC) with The St. Paul Companies. The
sale of Citigroup's Life tnsurance and Annuities business te MetLife, [nc. on
July 1.2005, included $1.0 billion in MetL.ife equity securities in the sale
proceeds. The investment in Legg Mason resulted from the sale of Citigroup’s
Asset Management business to Legg Mason, Inc. on December 1, 2005, which
included $2.208 hillion, 2 combination of Legg Mason common and
preterred equity securities in the sale proceeds. The St. Paul, MetLife and Legg
Mason equity securities are classified on Citigroup's Consolidated Balance
Sheet as {nvestiments (available-for-sale).

Pretax Unrealized
Market Value as Gahn (Loss) as
Type of Shares owned on of December 31,2005 of December 31,2005
Company Ownership Decembor 31,2005 Sale Restriction {8 maihons; 18 miionst
St Paul Travelers Common stock 12.3 million To comply with the terms 3 549 $244
Companies, Inc. representing of an RS private letter
approximately ruling on the spin-off
1.8% ownership of TR, Citigroup
must sell all shares
by August 20, 2007
MetLife, Inc. Common stock 22 4miion  May be sold in private offenngs %1099 59
representing until July 1. 2006, Thereafter, may
approximately be sald publicly
3.0% ownership
1.egg Mason. Inc Common sluck representing 5.4 mitlion May be sold in private offerings $2,243 3 (55)
approximatety 4 7% ownetship after receipt and may be sold
publicly after March 1, 2006
Kori-soting convertible 13 3 shares
preferred stock representing {convertible into
approximately 10.0% ownership 13.3 mithon shares
of comman stock
Lipon sale fa
non-affiliate)
Total $3,891 $288
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2005 vs, 2004

Tkl proprietary revenes, net of inferest expense, were composed of
reventues from private equity of $2.5 billion, other investment activity of

$458 mitlion and hedge funds of $69 million. Private equity revenue
increased $1.2 billion, primarily driven by gains realized through the sale of
portfolie investments. The Company's investrnent in CVC/Brazil is subject to a
variety of unresolved matters involving some of its portfolio companies, which
could aftect future valuation of these companies. Other investment activities
revenue increased $364 million, due to realized gaing from the sale of a
portion of Citigroup's investment in St. Paul shares, while hedge fund revenue
increased $57 million due w a higher net change in unrealized gains on 4
substantially increased asset base, Glient revenues increased $67 million,
reflocting increased management fees from 25% growth in client capital
under management.

Operating expenses increased due primarily to increased performance-
driven compensation and higher investment spending in hedge funds and
real estate.

Minority inferest. nel of tav, increased, primarily due to private equity
gains related to underlving investroents beld by consolidated legal entities.
The impact of minority interestis reflected in fees, dividends, and interest,
and net realized gainy/(logses) consistent with cash proceeds received by
minority interest,

Proprictary capital under managenien! increased $4.1 billion,
primarily driven by the MetLife and Legg Mason shares acquired during 2005,
aswell s the funding of proprietary investments in hedge funds and real
estate, partiatly offset by the sale of a portion of Citigroup's holdings of St
Paul shares.

Clieni capiial wnder management increased $5.0 billion due to inflows
from institutional and high-net-worth clients, and the reclassification of §1 4
bilkion in assets for the former Travelers Life & Annuties business, following
the July T, 2005 sale to MetLife.

* This s 4 forward-looking statameest vittin f mearing of te Private Securitios Litigation Refarm Ac.
Sae Friward-Looking Slatments” o page 111
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2004 vs. 2003

Tttt proprietary revenues. net of interest expense were compased of

$1.3 billion for private equity, $12 million for hedge funds and $94 million for
other investmient activity. Private equity revenues increased $418 million
primarily due to net unrealized gains from investments managed by the U$
and international investment teams as compared to net unsealized losses in
2003, Other investment activity revenue increased $60 million, reflecting sales
in 2004 of St. Paul shares. Partially offsetting these increases, hedge fund
revenues decreased $69 million as a result of a lower change in unrealized
gatins in 2004 versus 2003,

Operating expenses increased, primarily reflecting higher performance-
driven compensation.

Minarity inderest, net of tax, decreased, primanly due to the absence of
priorvear dividends and a mark-to-market valuation on the recapitalization
of & private eguity investment held by a consolidated legal entity.

Propriciary capital under management increased, primarily driven by
growth in hedge funds. partially offset by a decrease in private equity.
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CORPORATE/OTHER

Corporae/Other includes net treasury results, unallocated corporate expenses,
offsets to certztin line-item reclassifications reported in the husiness segments
(inter-segment eliminations), the results of discontinued operations, the
curnulative effect of accounting change and unallocated taxes.

§1 milfosts of dolas 2005 2004 2003
Revenues, net of interest expense $ (580) $ (270 3 93
Operating expenses 383 2n 843
Provisions for loan losses and for benefits

and claing @ — 2
Income (loss) from continuing operations

before taxes and minority interest and

cumlative effect of accounting change  § (961) $ {249 $
income tax benefits (309) {281) (187}
Minority interest, net of taxes 15 {10) 10
Income (loss) from continuing operations

before cumulative effect

of accounting change $ (667) 3 48 $ 2N
Income from discontinued operations 4,332 992 795
Cumutative effect of accounting change (49) — —
Net income $4,118 $1,040 $1.066
2005 vs. 2004

Reverues, nel of interest expense, docreased, primarily due to the absence of
the prior-vear gain on sale of EFS and lower treasury results, partially offset by
higher intersegrment eliminations. Higher short-term interest rates, partially
offset by lower funding balances, drave a decline in treasury results.

Operating expenses increased, primarily due to higher intersegment
eliminations and unallocated emploves-related costs, increased staffing and
technology costs, and increased Citigroup Foundation contributions, These
were partially offset by a reserve release associated with the shutdown of the
Private Bank in Japan.

Income tax benefits increased, due 1o the higher pretax loss in the current
vear, offset by the $147 million tax reserse release due to the closing of a tax
auditin 2004,

Discontinued operations represent the operations in the Company’s Sale of
the Asset Management Business o Lepg Mason, Inc., and the Sale of the Life
Insurance and Annuities Business. For 2005, income from discontinued
aperations included 4 $2,082 mullion, aftetax gain from the Sale of the Asset
Management Husiness, as well as 4 82,120 million, after-tax gain from the Sale
of the Life Insurance and Annuitics Business. See Note 3 to the Consolidated
Financial Staterments on page 132,
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2004 vs. 2003

Reverues, net of interest expense, decreased, primarily due to lower net
treasury results, lower intersegment eliminations and the absence of the prior:
vear revenues earned in the EFS business, partially offset by the gain on the
sale of EFS. The treasury decrease resulted from increased funding costs, due
to both higher interest rates as well as higher debt levels, and the absence of
the prior-vear gain on the sale of 2 convertible bond.

Onevating expenses decreased. primarily due to lower intersegment
eliminations, the absence of prior-year operating expense in EFS and lower
employee-related costs.

Income lax benefits of $281 million in 2004 included the impactof a
$147 million tax reserve release due to the closing of 4 tax audit, compared
with & tax reserve release of $200 million in 2003 that had been held &t
the legacy Associates’ businesses and was deemed fo be in excess of expected
tax liabilities.
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RISK FACTORS

The following discussion sets forth cortain risks that the Company believes
could cause its actual future results to differ materially from expected results

Economic conditions. The profitability of Citigroup's businesses may
he affected by global and ocal econemic conditions, such as the liquidity of
the global financial markets, the level and volatility of interest rates and equity
prices, imvestor sentiment, inflation, and the availability and cost of credit

The Comipany generally maintains large trading portfolios in the fxed
ingome, currency, commodity and equity markets and hes significant
investment positions, including investrnents held by its private equity
business. The revenues derived from the values of these portfolios are directly
affected by economic conditions.

The credit quality of Citigroup’s on-halance sheet assets and off-balunce
sheet exposures is also affected by economic conditions, 45 more loan
delinquencies would likely result in & higher level of charge-offs and
increased provisions for credit losses, adversely affecting the Company's
eamings. The Company's consumer businesses are particularly aftected by
factors such as prevailing interest rates, the rate of uneniployment, the level
of consumer confidence, changes in consumer spending and the number of
personal bankruptcies.

Credit, market and liquidity risk. As discussed ubove, the
Company’s earnings may be impacted through its market risk and credit risk
positions and by changes in economic conditions. In addition, Citigroup's
earnings are dependent upon the extent to which management can
successfully manage its positions within the global markets. {n particular
environments. the Company may not be able to mitigate its risk exposures &
etfectively as desired, and may hawe unwanted exposures to certain risk factors.

The Company’s earnings are also dependent upon its ability to properly
value financial instruments. In certain illiquid markets, judgmental estimates
of value may be required. The Company searings are alse dependent upon
how effectively it assesses the costof credit and manages its portfolio of risk
concentrations. [n addition to the direct impact of the successful management
of these risk factors, management effectiveness is taken into consideration by
the rating agencies, which determine the Company’s own credit ratings and
thereby establish the Gompany’s cost of funds.

Competition. Merger activity in the financial services industry has
produced companics that are capable of offering a wide array of financial
products and services at competitive prices. Glubalization of the capital
markets and financial services industries exposes Citigroup to competition
hoth at the global and locad level. In addition, technological advances and the
growth of e-commerce have made it possible for non-depository institutions
o offer products and services that traditionally were banking products.
Citigroup's ability to grow its businesses, and therefore its earnings, is affected
by these competitive pressures.

Country risk. Citigroup's international revenues are subject to risk of
Joss from unfavorable politicl and diplomatic developments, currency
Hluctuations, social instability, and changes in governmental policies,
including expropriation, nationalization, internagional ownership
legistation, and tax policies. In addition, reveniues from the trading of
international securities and investment in international securities may be

subject to negative fuctuations as a result of the above factors. The impact of
these fluctuations could be accentuated because certain international trading
markets, particularly those in emerging market countries, are typically
stnaller, less liguid and more volatile than US, trading murbets.

For geographic distributions of net income, see page 38. For adiscussion
of international loans, see Note 11 to the Consolidated Financial Statements
an page 140 and “Country and Cross-Border Risk Management Process” on
page92

Operational risk. Gitigroup isexposed to nvany types of operational
risk, including the risk of fraud by employees and outsiders, derical and
record-keeping errors, and computer/telecommunications systems
malfunctions. Given the high volume of transactions at Citigroup, certain
arrors may be repeated or compounded before they are discovered and
rectified. [n addition, the Company's necessary dependence upon automated
systems to record and process its transaction volume may further increase the
risk that technical system flaws or enmployee tampering or manipulation of
those systems will result in fosses that are difficult to detect. The Company
may also be subject to distuptions of its operating systems arising from events
that are wholly or partially bevond its control (for example, natural disasters,
acts of terrorism, epidemics, computer viruses, and electrical/
telecommunications outages}, which may give rise W losses in service to
customers and/or monetary loss to the Company. All of these risks are also
applicable where the Company relies on outside vendors to provide services to
itand its customers

U.S. fiscal policies. The Company’s businesses and earnings are
atfected by the fiscal policies adopted by regulatory authorities of the United
States. For example, in the United States, policies of the Federal Reserve Board
directly influence the rate of interest paid by commercial banks on their
interest-hearing deposits and also may affect the value of financial
instruments held by the Company. in addition, such changes in fiscal policy
may affect the credit quality of the Company’s customers. The actions of the
Federal Reserve Board directly impact the Compuany's cost of funds for
lending, capital raising and investment activities.

Reputational and leqal risk. Various issues may give rise to
reputational risk and cause hami to the Company and its business prospects.
These issues include appropriately dealing with potential conthicts of interest;
legad and regulatory requirements; ethical issues; money laundering lawy,
privacy laws; information security policies; and sales and trading practices.
Failure to address these issues appropriately could also give rise to additional
legal risk to the Company, which could increase the nurmber of litigation
claims and the amount of damages asscried against the Company, or subject
the Company W regulatory enforcement actions. fines and penalties.

Certain requlatory considerations. As aworldwide business,
Citigroup and its subsidiaries are subject to extensive regulation, new
legislation and changing accounting, standards and interpretations thereof.
Legistation i3 introduced, including tax legiskation, from time to time in
Congress, in the states and in foreign jurisdictions that meay change banking
and financial services laws and the operating environment of the Company
and its subsidiaries in substantial and unpredictable ways. The Company
cannot determine whether such legislation will be enacted and the ultimate
effect that would have on the Company’s results.
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MANAGING GLOBAL RISK

The Citigroup risk management framework recognizes the diversity of
Citigroup's global business activities by balancing strong, comporate
oversight with well-defined independent risk management functions within
each business.

The Citigroup Senior Risk Officer is responsible for:

L 4

establishing standards for the measurement and reporting of risk,

« managing and compensating the senior independent risk managers at the
business level,

» approsing business-level risk management policies,

o reviewing major risk exposures and concentrations across the organization.

The independent risk managers at the business tevel e responsible for
establishing and implementing risk management policies and practioes
within their business, for overseeing the risk in their business, and for
responding to the needs and issues of their business.

RISK CAPITAL

Risk capital is defined at Citigroup as the amount of capital required o
absorb potential unexpected economic losses resulting from extremely severe
events over 4 ong-year time period.

+ “Economug losses " include lusses that appear un the income statement
and fair value adjustments to the financial statements, a5 well as any
further declines in the value of assets or increases in the value of liabilities
not captured on the income statement,

» “Unexpected losses™ are the difference between potential extremely severe
fosses and Citigroup's expected (average) loss over @ one-year time period.

o “Extremely severe” is defined as potential loss at 4 99.97% confidence
fovel, 45 extrapolated trom the distribution of observed events and
scenario analysis.

Risk capital quantifies ur is a meteic of risk levels and the tradeoff of risk
and return. Risk capital is used in the calculation of return on risk capital
(RORC) and return on invested capital (ROIC) measures for assessing
business performance and allocating Citigroup’s balance sheet and risk-
taking capacity.

RORC, caleulated as annualized netincome divided by average risk
capital, compares business income with the capital required to ahsorb the
risks. This is analogous to 4 return on tangible equity calculation. 1tis used to
assess businesses” operating performance and to determine incremental
allocation of capital for organic growth.

ROH is calculated using income adjusted to exclude a net intemnal
funding cost Citigroup levies on the intangible assets of each business. This
adjusted annualized income is divided by the sum of each business average
risk capital and intangible assets (excluding montgage servicing rights, which
are captured in risk capital). ROIC thus compares business income with the
total invested capital —risk capital and intangible assets —used to generate
that income. ROIC is used to assess returns on potential acquisitions and
divestitures, and to compare long-term performance of businesses with
differing proportions of organic and acquired growth,

Methodulogies to measure risk capital are jointly developed by risk
management, the financial division and Citigroup businesses, and approved
by the Gitigroup Senior Risk Officer and Citigroup Chief Financial Officer. It is
expected, due 1o the evolving nature of risk capital, that these methodologies
will continue to be refined.

The drivers of “cconomic losses™ are risks, which can be broadly
categorized as credit risk Gincluding cross-border risky, market risk,
operational risk, and insurance risk:

« Credit visk losses primarily result from a borrower's or counterparty’s
inability to meet its obligations.

o Market risk losses arise from fhuctuations in the market value of trading
and non-trading positions, including changes in value resulting trom
floctuation in rates.

* Operational risk losses result from inadequate or failed internal processes,
people, svstems or fromt external events.

o Insurance risks arise from unexpectedly high payouts on insurance
liabilities.

These risks are measured and aggregated within businesses and across
Citigroup to facilitate the understanding of the Company’s exposure to
extreme downside events and any changes in its level or its conyposition.

At Decemther 31, 2003, 2004 and 2003, risk capital for Citigroup was
composed of the following risk types:

1 hifliens of dolacs 2005 2004 2003
Credit sk $36.1 3332 $28.7
Market risk 135 160 168
Operational nisk 8.1 81 81
Instirance risk 02 02 03
Intersector dwersification ™ Aan 531 H.2)
Total Citigroup $532 3522 $46.7
Return on risk capital 8% 35% 39%
Return on invested capital 2% 17% 20%

113 Rexhichon i risk repeesents diversitication betweerask secdas

The increase in Citigroup's risk capital versus December 31, 2004 was
primarily driven by increased volumes in the credit porttilio, as well 2s 4
$1.6 hiltion increase in credit risk in IS, Gards due to risk measurement
methodology refinernents. This was offset by a decrease in market risk due
mostly to the divestitures of the Life Insurance & Annuities and Asset
Management husinesses.

Average risk capital, return on risk capital and return on invested capital are
provided for each segment and product and are disclosed on pages 4071

The increase in average risk capital in 2005 was driven by increases across
Citigroup husinesses The $1.6 billion increase in 17,5, Cards was driven by
refinements in risk capital methodologies. The increases in /7.5, Consumer
Lending and fnternational Cards were due primarily to porfolio growth.
The increase in Infernational Relaf! Banking was due to portiolio growth
and the acquisition of KorAm in mid-2004.

Average risk capital in CIB increased $2.2 hillion, or 11%, due to the
jmpactin mid-2004 on operational risk of the WorldCom and Litigation
Reserve Gharge, as well as eredit portfolio growth and acquisition of KorAm,
offset by  seli-down of the fmvestment in Nikko Cordial. Average risk capital
in the Priveate Bank increased $0.4 billion, or 57%, due targely to an increase
in operational risk. Average risk capital for Alfesmatire Iuvestmients increased
by $0.6 billion, or 16%, due to higher asset balances.
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Citigroup implements updates to risk capital methodologies in the first

) , . . . Consumer Crodit
quarter of each vear To evaluate the impact of the refinements, risk capital as 98 Days o More Past Due
of year end is calculated under both existing and revised methodologies. For ombtons of ol o Goentec ST
2006, Citigroup will be updating the methodolegies for credit risk, market risk $6.11

for non-trading positions, and operational risk. Measured under the revised
methodologies, the total risk capital as of December 31, 2005 was $55.0
hillion (31 & billien, or 3%, higher than what was measured under existing
methadologies). The increase is due to higher market risk, as measured
under the revised models, offset by lower credit risk and greater intersector
diversification. RORC and ROIC for the 2006 first quarter will be measured
using average risk capital based on the revised methodologies.

CREDIT RISK MANAGEMENT PROCESS
Credit risk is the potential for financial loss resulting from the failure of a
horrower or counterparty to honor its financial or contractual obligations,

Credit risk arises in many of the Company’s business activities. including: 2003 2004 2005
* lending . —
o b arporate Gredi
. mlgs md trading, Cash-Basis Loars
s derivatives i s of Gk o Gecomber 31
o securities ransactions $3418

» setifement
« and when the Company acts as an intermediary on behalf of its clients and
other third parties

The credit risk management process at Cingroup relies on corporaie

oversight t ensure appropriate consistency with business-specific policies
and practices to ensure applicability

Total Loans
it becember 35 2005

2003 2004 2005

Uorporale
2%

Altowance for Gredit Losses

& mdhons of doviass at December 51

R 2iowance for tnfunded Lending Commments
W Attowance for Loan Losses

243

Consumer 8%

2003 2004 2005
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LOANS OUTSTANDING

b arvitoes of el ! e oned 2005 2004 2003 2002 2001
Consumer loans
inU S, offices’
Mortgage and real estate $12.108 $161832 8128507 $121.178 & 80099
instaliment, revelving credit. and ather 127,789 134784 136725 113620 100801
Lease financing 5,005 6030 8523 12,027 13,206
$324982 3302646 S274755 S246825 $194.106
In offices outside the U.S
Mortgage and real estate $ 39619 5 39601 $ 28743 526564 § 268688
instatiment, revolving creddt, and other 90,468 93 623 76,718 65,343 57 651
Lease financing 866 1619 2216 2,123 2.143
$130,951 3134743 S107677 S 94030 $ 8512
$455043 3427380 9382432 8340855 3282618
Uneatned income (1,323 (2.163) {2,500 3174} {4.644)
Consumer loans —net $454 820 $435.226 $379932 8337681  $277.974
Corporate loans
I U8, offices:
Commarcial and mdustrial $ 22081 § 14437 $15207 § 22041 § 15997
Lease financing 1,952 1.879 2010 207 4473
Mortgage and real estate 2 100 9% 2573 2784
$ 24062 3 16416 § 17312 § 26631 § 232%4
in offices outside the U.S.-
Cammercial and industrial $80118 $ 77052 S A2884 S B745% 3§ 72515
Mortgage and real estate 5,206 3428 1,751 1,885 1874
Loans to financiat institutions 16,889 1291 12,063 8583 10.163
Lease financing 2,082 2485 2.859 2.784 2.036
Governments and official institutions 882 1,100 1496 3081 4033
$105175 $ 07486 $ 81053 § 83780 § 906
$129237 $113902 $ 98385 $110420 $113875
Unearnad incomg {354) {299 {201) (296} {455)
Corporate loans —net $128.883 3113603 § 98074 8110124 $113420
Total foans—net of uneamed income $583503 $548820 $478006 $447.805 $391.394
Allowance for credit losses — on drawn exposures 9,782) (11.269 (12643 (11,101 3.688)
Yotal loans—net of unearmed income and allowance for credit losses $573,721 3537560 465363 436,704 5381706

OTHER REAL ESTATE OWNED AND OTHER REPOSSESSED ASSETS

By veilinss of dollans at year gt 2005 2004 2003 2002 2001
Other real estate owned

Consumet $ 219 § 320 S 437 & 495 § 393
Corporate 150 126 105 75 147
Caiporate/Other - - - — 8
Total other real estate owned $ 428 3 446 5§ 542§ 510 § 548
Other repossessed assets $ 62 3% 93 $ 151§ 230 § 439

111 Reprosens sepossessad roal estate carred at e of oost of (30 value, Jess cosis 1 selt.
21 Pritsatiy conmercial fansportation eqiprent and nareachieed housing, caled at bt of cost o fal valie, Jess costs o sell,

78

OPP0O0705¢



DETAILS OF CREDIT LOSS EXPERIENCE

¥ anthcwss of ol 4d e ot 2005 2004 2003 2002 2001
Allowance for loan losses at beginning of year $11,2689 512643 $11101 $9688 3 85061
Provision for loan losses
Cansumer $824 $7205 §7316 $7714  $ 5947
Corporate {296) 872 730 2.281 853
$7929 $65233 $8046 5995 36800
Gross credit losses
Consumer /!
nU.S offices $592 56937 $5783 §5826 9499
inoffices outside the US 4,664 3.304 3270 2,865 2132
Corporate
Mortgage and real esfate
in U.S. offices - - - 5 13
in offices outside the US — 6 27 23 3
Goverhments and official institutions outside the US — — 111 — —
Lpans to financial institutions
InU S offices -~ e - — 10
n offices outside the US. 10 3 13 4 -
Commercial and industrial
in .5 offices 78 52 383 825 572
in offices outside the U.S 287 571 933 1.018 567
$10961  $10873  $10526  $10566  $ 8288
Credit recoveries
Consumer
nU S offices $1061 31079 § 763 3 729 $ 543
In offices outside the US 842 691 735 510 423
Corporate

Mortgage and real estate

in .S, offices — - — 1 1

In offices outside the U S 5 3 1 - 1
Gavernments and official institutions outside the 1.8 55 1 — 2 —
{.0ans ta financtal institutions

in 1.5 offices — [ — - —_

in offices outside the 1.8 15 3 12 [ 9
Commercial and industrial

in1LS offices 104 100 3 147 174

In offices outside the US. 473 357 215 168 129

$2555 S$2272 $1780 $153 51260

Net credit losses

n .5 offices $4835 $5804 335369 §$57/9 §4388

in offices outside the U S 35N 2797 3397 3224 2140
Total $840B S8601 $8766 $Q003 §7028
Other—net+ $¢1010) S 094 $2262 3 421 0§ 138
Allowance for loan losses at end of year $9782 $11260 $12643 $11101 § 9588
Allowance for unfunded lending commitments ! $ 80 $ 600 $ 600 % 567 § 450
Total allowance for leans and unfunded lending commitments $10832 311860 313243  $11668  $10138
Net consumer credit losses $8683 ¢S B4 §7EE5  § 7452  $6.157
As a percentage of average consumer oans 201% 2.13% 222% 2.55% 2.33%
et corporate credit losses/irecoveries) $ 2m S 130 $1211 $15%1  § 8N
As a percentage of average corporate loans NM 0.11% 117% 1.44% 076%

(1 Constmioe oo fosses and recovinies primarily 1alate to rovolving credit and invialliments loans.

1 Ameutls in PON3, 2007 and 2001 inckide $12 mithon ithraugh he 2043 ird quarten, $114 million anet 857 million, tespecivaly, vefientions Wom eradi! defact sveaps pochased fram $ad pasies. Froin e 2003
touth quartes forward, collections trom credit detait swaps are included within Principal Fansactions on the Consalidated Slatsmert of income

5 PO primaity includes seductions fo the loan lors resans of $584 miln redated I Secuitizations and pocinlio Rdles, saduction of 5117 mallion retated 1o prrchase aceakning adustments Yons the Ko Am anousibon,
arkd a tedachion of $90 wiflion trom the sale of CRICapital’s fransportation portiolio, 2004 primarly inckudes the addition of $715 miflion of loan loss reserves telated o the acouisition of Kor A and the addition of $148
milfion of loan foss reserves relatad to the acquisition of W 200 primarity includes the addition of $2.1 billion of loan foes reserves redated to the acuisifion of the Seats credit card business. 2002 prmarly incldes
1he addition of $457 milior of fian boss resetves retated o e acaulition uf Golder State Bancorp (558, 2001 primanily inchudes the addilion of foan loss 1eserves welated to e acquisifions of Banamex vl Caopear
American Bank £.AB)

(4) Rupresants adcifonal oacit loes resatves for untundad corpoete landing committmodls ard haltar of ot rocartiod with i Liabiiges on the Consolikitod Balancs St

Ik Not mestingld
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CASH-BASIS, RENEGOTIATED, AND PAST DUE LOANS

¥ ndionss of delns it e eotd 2005 2004 2003 2002 2001
Corporate cash-basis loans

Coftateral tependent {at lower of cost or collateral value) $ 6 $ 7 $ 8 3 64 S 365
Other 998 1,899 3411 3831 2522
Total $1,004 $1.906 $3.419 $3,995 32,887
Corporate cash-basls loans

n U8 offices $ 8 $ 254 3 840 $ 887 S 678
in offices outside the U.S 923 1,652 2,779 3108 2,209
Total $1004  $1906  $3419  §3995 52887
Renegotiated loans (includes Corporate and Commercial Business Loans)

inliS offices $ 2 § 83 5 107 3 15 S 263
I offices outside the U.S 10 20 33 55 74
Total § R 3 83 $ 140 $ 170 § 337
Consumer loans on which accrual of interest had been suspended |

nU.S. offices $2,307 $2,485 §3,127 $3,114 $3,101
in oftices outside the U.S 1,713 2978 2,958 2792 2.266
Total $4,020 $5.463 $6,085 $5,906 $5,367
Accruing leans 90 or more days delinguent

in S offices $2,886 $3.153 33,298 $2.639 31822
In offices outside the U.S 381 401 576 447 776
Total $3277 $3554 $3.874 $3,086 §2 598

(4 Exchudas punchased st essad fnans as they are acoleting inferest i acoor danve with Statoment of Positian 3 3, “Accounting fes Cor tain Loans on Detdt Seruities Acquired in a Transton” <SOP 03-3) in 2005, In pric
yoars, these lomw wara classitied with oftwy assels. The caying value of these loans vas §1 120 bitlon at Liecarshes 31, 2005 31x) $1.213 biflon 31 Docembel 31, 2004, Priol 1o 2004, e balaroes vare iminateria

1 b cash basts loan is defined as coilatera depentont when repayment is expected 1o be provided solely by e bauidation of the undemhing coltateral and there ate o alfer avaftable and refiabbe sowces of rapaymend, in
sl e ha sans are Wiittery dout o 1he lowr of cost of sollatersl value

(3 T Deeomber 31, 2006 batance ncdes e lnpact of the ehange 1 B