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UNITED STATES OF AMERICA
BEFORE THE
BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM
WASHINGTON, D.C.

‘Written Agreement by and between

CITIGROUP INC.
New York, New York

and

FEDERAL RESERVE BANK OF NEW YORK.
New York, New York

it At M S S’ e e S

WHERBAS, it is the comnmon goal of Citigroup fnc., New York, New York, a registered
bank holding company (“Citigroup”), and tho Federal Reserve Bank of Now Yotk (the “Reserve
Bank™) that Citigroup and its subsidiaries operste in corapliance with applicable safety and
soundness standards and feders? and state Taws, mlss 2nd regulations;

WHEREAS, it is the farther poal of Citigroup and the Reserve Bank that Citigroup and
its subsidiaries effectively manags their financial, operational, legal, repuiational, and
corl:pliame rigks;

WHEREAS, In recoguition of these cormmon goals, Citigroup has agreed 10 enter Info
this Written Agreement (the “Agreement™} with the Reserve Bank;

WHEREAS, the Reserve Bank and the Office of the Compiroller of fhe Cumvency
conducted & review of certain transactions (the “Review™) moong Citigroup, its subsidiaries, the
Fnron Corporation, Houston, Texas, snd the company’s affifiates and related interests
(collectively, “Foron™), which transactions took place during the four years prior to Boron’s

bankruptey in Decernber 20071 and included, fer afin, cortain complex stuctured finance
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transactions involving special purpose entities and pre-paid commodity forward transactions
{collectively, the “Structured Transactions™);

WHEREAS, the Review covered risk management and internal control practioes relevant
to the Stenctured Transactions;

WHEREAS, the Review raized concerns that the manner in which Citigroup and its
subsidi.aﬂas participated in the Structursd Transections exposed them to significant risks and that
Citigronp and its subsidieries did not adequately assess the goals, purposes, and results of the
Strnctured Transactions and their potential risks; -

WHEREAS, Citigroup and its subsidiaries have developed and ure implementing new
polivies and procedures to enhages and strengthen their risk management practices to address
areas of weakuess identified by Citigroup and its subsidiaries and by the Reserve Bank during
fhe Review;

WHEREAS, this Agreament is being execnted o ensure that Citigronp and its
subsidiaries continue to make progress in thelr efforts to enhance and strengthen such visk
mynagement practices; and

WHEREAS, on July 15, 2603, the board of directors of Citigroup, at a duly c-onsﬁnue&
meeting, adopted a resolution anthorizing and directing any officer of Citigroup to enter into this
Agreement and consenting to compliance by Citigroup and its iustitution-affiiated pasties, as
defined in sections 3(n) and 8(b)(3) of the Pederal Deposit Insurance Act, as amended (the “FDI
Act™), (12 U.8.C. 181370} and 1818(b)(D), with each and every provision of this Agreement,

NOW, THEREFORE, Citigroup and the Reserve Bank hereby agres as follows:
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- Crodit Risk Management

1. ‘Within 60 days of this Agreement, Clfigroup shall sgbmit to the Reseorve Bank
acceptable revisions to its written eredit risk managesnent program applicsble to Citigroup aad
its subsidingfes, The tevised program shall parficutaty address complex structured finance
transactions, and be desigﬁed, at aminimum, for

(a)  Bvnluate the effectiveness of the current credit risk management program,
particularly for complex stnrotured finance transaotions, and corfinm that business and control
fimetions are in complience with this program and any enhancerments or revisicos thersto;

(#)  emsure that the fundamental elements of the credit rigk management
propram, inchuding due diligence, docwmentation, and exposure capture and reporting, are in
place dnd implemented for all connterparties and tranaactions;

) msm‘e that credit decision-makers possess the necessary information
conceming the comterparty’s credit xisk profile to effectively flfill their responsibilities, and
ensore that such information is appropriately detniled and transparent for teview by other covdrol
fimetions; and

(3}  analyze whether risk identification mechanisms, such ag credit reporting
systems, ageregation methods, oredit Himits, and credit-related trigger events fncorporated into
customer transactions, are adeguate and regolt in effective measurement and condrol of vustomer
expoyure across Citiproup’s consolidated orpanization.

Legal and Reputationn] Risk Management
2. Within 60 days of this Agresment, Citigroup shall submit fo the Reserve Bagk an
acceptuble writien Jepal and repirtational risk management program applicable to Citigroup and

its subsidiaries. The program shall be designed to identify transastions in which the counterparty
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relationship or the natnre of the fransaction with the counterparty poses or may pose heightened
legal or reputational rigks to Citigroup or its subsidiaties, especially tomplex struchued finance
transactions, and to ensure that Citigroup and its subsidiaries effectively address and manage
suchrisks. ‘The program shall include policies and prm designed, at a minimum, to;

@  Require that thorough assessments of legal and reputational risks be
incorporated into Citigroup’s and its subsidiavies” transactional approval process as well as into
ongoing customer relationship and ransaction monitoring activities;

(b}  require pamticipation by contro] functions in all relevant aress, including
legal, credit, and ascounting, fn ransaction approval and mondtoring, and to ensure that effective
processes are: int place for the escalztion of matters relating fo legal and reputational risks to the
appropriate level of sendor management;

(&)  requirc effective clicnt and internal commmmication procedures designed fo
enswre that sl persons responsible for transaction approval and monitoring receive, in 2 Smely
manner, {1) complete and accurate information sbout the transaction, and (2) complets and
accimale disclosurs of the counterparty’s purpose in entering into the particular transaction;

) require that members of the staff of Citigroup and any subsidiary
participating in transaction approvel and monitoring obiain, to the I;est extent pessible, complete
snd sccurate information about the covnterparty’s proposed actounting treatment of the
transaction and the effect of the transaction on the coumterparty’s finanefal disclosures;

{€)  assoss whether Bnancial, zccounting, rating agency disclosure, or other
issues associated with a transaction are likely to rajse legal or reputationsl risks for Citigronp

and its subsidiaries;
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{f)  require a bigher level review of the overall customer relationship between
the counterparty and Citigroup and #ts subsidiaries independent of the business lne in alf
instances that present heightened risk, in paricular where the counterparty’s priraaty purpose,
goal or ohjective in entering into a transaction Js to achieve an accounting or tax effect; md

() address tolerance fbr legat and reputational risks and provide for regular
review of vigk tolersnee by appropﬁate sepior management,

Approval and Frogress Reports

3. The programs required by paragraphs 1 and 2 of this Agreement shall be
submitied to the Reserve Bank for review and approval. Acceptable programs shall be submitted
fo the Reserve Bk within the tine periods set forth in fhis Agreement, Citigroup shall adopt
the approved programs within 10 days of approval by the Reserve Bank and thex shall fully
implemhent and comply with them. During the term of this Agreement, the approved programs
shali not be amended or rescinded without the prior wiitien approval of the Reserve Bank.

4,  Wiilin 10 days afier the end of vach calendar guaster after the date of this
Agreement, Citigroup shall submit to the Reserve Bank wrilten progress reports detailing the
form and snaymer of all actions taken fo secure complionce with the provisions of this
Agreement, and the results thereof. The Reserve Bankraay, in writing, discominue the
sequirement for progress sports.

Notices

5 All communications regarding this Agreement shall be sent to:

{ay Mn B:izn Peters

Senior Vies President
Federal Reserve Banlc of New York

33 Liberty Street
New York, New York 10045
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"  Carl V. Howard, Esq.
General Comzel — Bank Ropualatory
Citigronp Inc,
425 Park Avenue
New York, New York 16022
Miscellaneony

6. The provisions of this Agreerﬂent ghall be binding on Citigroup and its institution-
affilinted parties in thekr cepacities as swch, and its snccessors and assigns. -

7. Fach provision of this Agreement shall remain effective and enforceable uniil
stayed, modified, terminated or suspended in wiiting by the Reserve Bank,

8 Nomrifhmnding‘ any provision of this Agreement, the Reserve Bank may, in its
sole discretion, grant written extensions of time to Citigroup to comply with any provision of this
Apgreeaent.

9. The provisions of this Ag:*oemem shall not bar, estop or otherwise prevent the
Board of Governors of the Federal Reserve System {the “Board of Governors™), the Reserve
Beyk, or any federal or state agency or department from taking any farther action affesting
Cifigroup, any of its current or ﬁm;er institetion-affiliated parties, Citigroup’s successors or

assipns, or any of Citigroup’s subsidiaries.
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10,  This Aprecment Is a “written agresment” for the purposes of, and is enforceable
by the Board of Governors as an order issued under, section 8 of the FIM Act.

"IN WITNESS WHEREGE, the parties heroto have caused this Agrosment to be executed

s of this ﬂay of’#%) 2003,

CITIGROUP INC. FEDERAL RESERVE BANK OF NEW YORK
/—"
By AAAM/‘/ o TWotin s (255
hAolS. Helfer William L. Rufledge
General Counsel Bxecutive Vice President
7
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