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BY HAND 

Board of Directors 
CltlgrOUp Inc 
399 Park Avenue 
3'" Floor 
New York, N Y 10043 

Dear Board Members 

CONFIDENTIAL 

FEDERAL RESERVE BANK OF NEW YORK 

NEW YORK, N Y 10045·0001 

AREA CODE 212·720-2164 

Apnll,2002 

Enveloped Addressed 
CIO 
Mr Sanford I Weill 
Chamnan 

Please fmd enclosed a pnnled and diskette copy of our Summary of SUpefV1S0ry ActlVlty and Fmdmgs 
for C1ttgroup Inc for the year 2001 We tntend to furnish you With such a report once each year to present to 
you our assessment of the company and to adVise you on any slgmficant concerns found throughout the year 
Please acknowledge the receipt of the report by sIgning the enclosed pnnled form and returnmg It \0 us In the 
envelope proVided 

Our findmgs confirm that CltlgTOUP Inc remams In satIsfactory condition and has accordtngly been 
assigned a composite supemsory rating of "2" Organizations so rated are fundamentally sound but may 
reflect modest weaknesses that are fully correctable m the nonnal course of busmess 

The nsk management function continued to make substantial progress In 200 J m further developmg 
Its Infrastructure and standardiZing methodologaes to aggregate market and credit nsks Although Improvmg, 
legacy systems still eXlst lhat are not consohdated on the corporatIOn's common nsk platforms Thus, the 
mablhty to fully aggregate nsks on an automated baSIS remams at the forefront of managenal challenges We 
acknowledge management's efforts over the past two years m steadLiy addressmg thiS Issue and expect that 
adequate resources Mil be devoted to meet Its projected completIOn date m 2002 Progress has also been noted 
m both operatIOnal nsk governance and the contmued development of the firm's economiC capital framework, 
and contmued emphaSIS should be placed on further developmg these nsk management dlsclphnes 

Despite the challengmg econOffilC envIronment, mcreased credit costs, and losses related to the tragac 
September II'" events, the firm contmued to perform extremely well In 200 I , postmg record earnmgs These 
results are commendable and attnbutable to the dIversificatIOn of the Cttlgroup franchise and management's 
aggressive approach to maintaining expense controls As such, the diversified revenue stream results In 

consistent earnings to bolster the corporation 's capital base, which proVIdes ample support for global 
operallons However, consohdated credit quality has detenorated substantially over the past year, reflective 
of the econOlnJC enVIronment, turbulence In emerging markets and the mtegratLOn of ASSOCIates and Banamex 
portfohos which are bemg brought up to CttigrOUp standards GIVen the mcrease In credit nsk, management 
should contmue ItS momtonng efforts and ensure that the loan loss reserve process IS well documented and 
fully effectIve m reflectmg the changes m the company's nsk profile 
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Apnl 1.2002 

Representatives of thiS Bank plan to meet WIth you on Apnl 15, 2002 to discuss our current evaluation 
of the finn After you have had an opportUnity to review the report, we would expect to receive a wnncn 
response to the maners discussed wlthm 60 days of the receipt of this letter 

In clOSing, please note that thiS letter contains confidential bank exarrunatlOn m3tcnal that should be 
treated accordmgly by your orgamzatlOn As such, the contents of Ihls letter are subJect to the rules of the 
Board of Governors of the Federal Reserve System regardmg disclosure of confidential SUperviSOry 

mfoonatlon 

Enclosures 

HCH S10 WLRlhch 
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Sincerely, 

Homer C HIli , III 
ASSistant Vice Presldent and 
Central Pomt of Contact 
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The Federal Reserve 's supervlsory program IS accomplished through a combmallon of on-site meetings and reviews 
conducted at Cmgroup. and extenSive off-site analYSIS of the company's mtemal nsk management repons. publicly 
available information, and mfonnatlOn from the functional and foreign regulators The review of Internal nsk 
management reports IS a cntlcal element of the process 

An Imponanl aspect oflhe supervisory program IS rehance 10 the greatest extent possible on the pnmary bank and 
functIOnal regulators Exanunatlon and financia l mformatlon received from these regulators were rCVlcwc:d, Includmg 
reports from the OCC. SEC and the Slate of Conn cell cut Insurance Department's (eID) ReViews ofbusrness hnes, 
which Included functionally and foreign regulated entities, were coordinated With those regulators Meetmgs were Ileld 
With the relevant bank, functIOnal and foreign regulators to corrunumcate tile Federal Reserve's supervisory plans 

Scope of ReViews 

The follOWing on-site reviews were conducted In 2001 and the findmgs of most oftllese reVIews were conveyed to the 
corporation In separate leners or meetings 

OperD"onD[ Ruk Rev'etVs 

• A review was conducted of tile Corporate Compliance Infrastructure to assess Its effectiveness Included In the 
review was an assessment of tile governance structure, enhancements made to the process, the adequacy of Anli­
Money Laundenng pohcles and procedures and an evaluation of key Management lnfonnatlon System (MIS) 
reports 

• A reVIew of the Mergers and AcqUISitions process was conducted to assess the level of semor management and 
Board Ove~lght The reView focused on detemumng whether acqUISItions are aligned With management's srrategtc 
plan, If the due diligence process adequately Idenufies nsks and opponunl!les, and whether the integratiOn process 
and post merger perfonnance evaluatIon are appropnately conducted 

• An assessment of MIS RIsk Reporting for both semor management and the Board of Directors was conducted The 
reView focused on finn-Wide credit, market, hqu\dlty and operallonal nsk reporting The reVIew also encompassed 
CltlgtOUp's inclUSiOn oftnsurance activIties mto the nsk repomng process 

• Corporate lnfonnatlon Secunty Governance was assessed to review changes m the governance structure and 
managenal processes, reVIew key MIS reports, and eval uate Audit coverage 

• An evaluatIon of the Payment Systems RIsk Management methodology and comphance With the Federal Reserve's 
Payments System RIsk Self-Assessment process was conducted JOIntly With the oce 

• The Regulatory Reponing process was evaluated The reVIew JOcluded an assessment of the effectiveness of 
controls over accuracy, completeness and tntegnty of data preparatIOn and output Progress made In Integratmg 
Insurance and other new entity data, as well as the Implementation FAS 133 were also reVIewed 

EconomIc CQPllDf Revu! .... 

• ReVIews were conducted by the OCC In which the FRBNY panlclpated to assess progress In Implementing the 

d 
Supervisory Actlvlhes a nd Scope of ReViews 
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SUPERVISORY ACTIVITIES AND SCOPE OF REVIEWS - CONTINUED 

finn's economIc capnal framework Specifically, the FRBNY partIcIpated on the reVlews for GeIB market nsk 
and GCB credll nsk These reVIews focused on assessmg assumptIOns and selected valuatIOn models used to 
estimate exposure As the methodology was still evolving, Implementation Issues with respect to indIVidual 
businesses were not part of these targets 

CredIt RISk RevIews 

.. Gem and GCB credIt policlcs and procedures were reViewed to assess modificatIons to the eXisting processes 
The revIews focused on credll approval authontlcs, the assIgnment of responsIbIlitIes, the level of ered!! nsk 
management partlClpatlOn In the process and the guIdelines covenng credIt programs for hlgh-nsk busmesses 

• In conjunctIon wIth the OCC, a revIew of the allowance for loan and lease losses was undertaken to assess the 
adequacy of poilcles and procedures, the appropnateness of the reserve methodolOgIes and the suffiCIency of 
supportmg documentation for CUrTent reserve levels 

• A revIew OfCIIIFm3nclal's BaltImore based branch network and Its Dallas based mortgage and auto operatlons 
were conducted The focus was on the adequacy of polICIes and procedures, underwntmg practices, management 
mformaClon systems and the oversIght proVIded by the bus mess heads and nsk management 

Market RISk Re"IIlews 

• A revIew was conducted of the processes used to aggregate market nsk As part of thIs reVIew, evaluatIons were 
made of the User Acceptance Test and the procedures used to momtor completeness and umehness of data and 
posItion feeds to the market nsk system poor to producmg nsk metncs and reports AddltlOnal\y, we sampled a 
number of desks to test for compJtance to the finns model control policy, specifically model validatIon 

• A number of revIews were conducted m order to approve the use of tnternal models for speCIfic nsk These 
revIews focused on evaluatmg speCIfic nsk methodologles to detennme If the tradmg desks quahfied for 4X­
mulupher treatment under the standards set forth m the Market Risk Amendment for regu latory capItal Those 
desks reViewed mcluded US Nasdaq (OTC) Cash, US Listed Cash EqUItIes, Japanese EquitIes Tradmg and latin 
Amencan Equities desks, HIgh Grade and High YIeld Bond Pnmary and Secondary desks, US Agency and US 
Distressed Debt portfolIOS, European, ASIa PaCIfic and Japanese Convertible Bonds, and European Governments, 
Eurobonds and European Fixed Income SyndIcates 

• A Jomt reVIew WIth the ace was conducted of merchant banktnglpnvate eqUity acttVlttes 1be focus of the reVIew 
was to assess the adequacy of poliCIes and procedures, nsk management practices, Investment va luation 
methodologJes, as well as the methodology for delenrumng economic capital and regulatory compliance 

• A reVIew of corporate contingency fundmg plannmg was conducted to assess the adequacy of the plan The 
corporate plan was analyz.ed as well as the speclflc proVlslons for the holding company and SubSldlanes A number 
of hqUld\ty templates and supporting documentatIOn were reVIewed to test the Integnty of the data, the relevance 
ofassumpllons and the plauslblhty of ophons delineated for a pOSSIble cnsls scenano 

11(1) 
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SUPERVISORY ACTIVITIES AND SCOPE OF REVIEWS - CONTINUED 

Travelers Reviews 

• A meetmg with the eID was held tn the first quarter of 2001 10 dIscuss .helr recently completed finanCia l 
exanunatlOn ofTTavelers as of December 1999, which was conducted over a fifteen ·month penod Also discussed 
were speCific functions and responSlblll1ies orlhe Insurance department Wllh regards to off,slte momtonng 

• On a quarterly basIS, meetmgs were conducted With C ltlgtOUp'S management responSIble for Insurance actIVIties, 
In whIch the eID particIpated The meettngs were focused on management mformatlOn reponmg of Insurance 
nslcs to the FHC, and gIVen the corporation' s acqUISitIve nature, the mtegratlon of new Insurance actIVItIes mto 
the consolidated organizatIOn 

In/ematlonal Bankmg Reviews 

• An exammatlon ofClllbank Overseas Investment CorporatlOn (COIC), an Edge Act SubSidiary ofCltlbank NA, 
was conducted and focused on ~ssmg nsk management processes, mcludmg an analYSIS of asset quahty, as weI! 
as reVlewmg mternal and external audit coverage AddttlOnai assessments were also made of certam COIC 
SubSldlanes 

• A nsk-focused reVIew of Banco Cltlbank S A was conducted m Sao Paulo, BI1lZ1I The review speCifically focused 
on the quahty of credit nsk exposures, treasury and tradmg actiVities, anti-money laundenng practices, mformalJon 
secunty, contmgency planmng and disaster recovery, and system convergence initiatives 

FidUCiary RevIews 

• ReViews were conducted In SWltzeriand WIth the partlc'patlon of the OCC on C.tltrust (Switzerland) and Cltlbank 
(SWltzerland) The objective of these reviews was to assess local adaptatlOns of Know Your Customer and Anti­
Money Laundenng pohcles and procedures and to obtam an overview of general nsk management practices, 
mcludmg the lole of complJance and audit 

11(2) 
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Risk ntan.gtlT1C'nllS rvllUlted III Ilnns of tht ability to Ldt ntlfy, monlCor and ~onfrol tbt v.rlous financial risks ISsociated wllh bankJn~ 
Thest risks, whlth may ariM from Ibe ballk's leddlng aodlor molley lad capital m.rktu ICrtvitlts, Include cndlt fwnltfMnl nsk, marke! 
fiSk, mltrtst ratt tisk .nd liquidity rbk. COQJldfr:ltlon IS given 10 tht t rrcc lrnnrss of managemtnl's system of IdentIfYing rISk. and 
whelhtr manlRelneDll) adequately Infonntd of tht risk belnl undeJ1lkell, Iht tfrmlvtness of fbik management s)'sterns In monllonn~ 
and controlling risk f¥jJOsurts, and mlll,cemenl's ability to r«o,nlu new risks Ibal mil' I n w from tllher Ihe changing tno'ironment 
or management 's decision to tngace 10 new ICllvltlts 

CltlgrOUp'S nsk profile IS Inherently hIgh gwen the scale of lIs global operations and Its acqUIsItive bUSiness strategy, 
whIch continues to present managenai challenges, partIcularly concerning system integration Issues However, the 
firm's composIte nsk assessment (whIch reflects Inherent nsks combined With mitigating controls) IS considered 
moderate based on the effectiveness of Its control processes and the oversight proVided by semor management and the 
Board of Dtrectors (Board), despite some refinement needed In Board level nsk reporting While noticeable progress 
has been made, the pnmary nsk management challenge continues to be the firm's inability to aggregate nsks across 
bUSiness hnes on a fully automated basiS, which mhlbltS real·tlme stress testing and portfoho analYSIS TIns was clearly 
eVident m the difficulty management expenenced In aggregatmg, In a IImely manner, total exposure to a well­
publiCized problem credit Nevertheless, the firm's Independent nsk management unit has made substantial progress 
m 2001 In developl1lg standardized approaches to aggregate market and credit nsk AdditIOnally. the Wmdows on Risk 
process continues to be an effective tool and IS beconung less manually mtenslve, as a result of Improved nsk 
management reporting 

Consldenng the current econorruc environment and turbulence In certam emergmg market countnes, prudent 
management of credit nsk has become a focal pomt of both ClllgrOUP management and bank supeTVIsors Most credit 
quality mdlcators are dlsplaymg marked detenoratlon, With a contmued adverse trend expected for the first two quarters 
of 2002 Further, loan loss reserve coverage of problem loans has dechned dramatically over the past year and 
weaknesses m the documentatlOn process persist GIven the present climate, management IS urged to conlmue Its 
eITons of Improvmg thiS process and more thoroughly documenting us rationale for reserve levels 

Cntgroup continues to bUild market share and leadership poslnons 10 Its busmesses through both orgamc growth and 
SUitable acqUisitions While the SIze, compleXity and number of bus messes acqUired mcrease the organtzatlOn's nsk 
profile, effective control processes have resulted m a successful track record In meetmg corporate strate8lC obJecllves 
Notwlthstandmg, management must malntam Its dlsclphned approach and ensure that nsk managemenl capablhtles 
keep pace WIth the evolVing nsk profile of the finn Although advancements have been made 10 operatIOnal nsk 
governance and Incorporatmg econorruc capital mto the orgamzatlOn 's management culture, further work remams to 
ensure that these nsk management frameworks are commensurate wnh the compleXity of C\IIgroup's operatIons 

OperlltJontJl RIsk 

Operallonal nsk at C1tlgroUp remams high, however our targeted reViews conducted dunng 2001 mdlcate a satisfactory 
control enVironment eXIts throughout the finn AddItIOnally, the Audl\ and Risk ReView (ARR) funCllon IS conSidered 
10 be a strong orgamzatlon that has demonstrated contmued Improvement by enhanCing Its audit cycle, requmng an 
annual audIt of all hlgh-nsk enlltles, and instituting a formal Quality Assurance program Semor management has also 
made notIceable Improvements 10 operallonal nsk governance, With the deSIgnation of an OperatIOnal Risk Manager 
for ClIIgroup m 2001 and the recent Issuance of global OperatIOnal Risk Policy gUIdance 

After three years, the Travelers and CiIlCOrp franchises contmue to transfonn mto a coheSIve CltlgrOUp corporate 
culture The resultmg control architecture, Includmg global coordmallon at the corporate level combmed WIth bUsmess 

I 

RIsk Management 
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unit control srructures, IS considered effectIVe for such a dlVerse organization Yet, vanous aspects of the corporatlOn'$ 
mfrastructure and management systems heighten operational nsk and warrant management's attention 

The control self-assessment process contmues \0 be at an evolutionary stage Management should 
remam diligent \0 Its efforts of developtng umform standards for Clt1grOUp's bUSinesses 

2 Management must contmue to develop a robust operahonai management and measurement framework, 
gwen the slgTllficance of thiS nsk to the firm and the eXpectatIOns of V3nous Basel Inltlall ves 
Although Improved, Significant work remains 10 bnng the organization's framework up to the level 
and quahty observed In peer institutIOns 

3 E-Commerce alliances and partnerships pose rnanagenal challenges gIVen the volatile Internet 
busmess. and heighten pnvacy and secunty Issues As such, these alhances should be closely 
momtored 

4 The revampmg of tlJe corporahon's technology Infrastructure and data center consolidatIOns continue 
to require strong oversight and coordmatlon With ContinUIty of BUSiness planning 

5 In hght of the September 11th event, Anti-Money Laundenng and Anu-Terronsm systems reqUIre 
sharper rnanagemenl scrutmy 

WhIle the control process reviews conducted by the FRBNY exammers dunng 2001 mdlcate operational nsks are 
sansfactonly managed, the followmg findmgs are elevated for management's attentIOn to further enhance liS operatIOnal 
nsk control mfrastructure and nsk management processes 

• InformatIOn Secunty Information secunty IS considered a high n sk and IS satlsfactonly managed and 
controlled Nevertheless, to ensure consistency m grannng comphance exceptlOns and to prOVIde corporate 
oversIght of trends In grantmg vananccs, the ChIef lnfonnatlon Secunty Officer (CISO) should SIgn off 
on tlJese Items Furthennore, the elso should conSider Instltutmg a quality assurance and/or peer reVlew 
process to evaluate the effectiveness of the Group and BUSiness Information Secunty Officers 

• Management InformatIOn Systems MIS n sk reportmg IS at different levels of sophIstIcatIon for the major 
nsk categones WIth corporate operatIOnal nsk measurement, momtonng, and reportmg In the early stages 
of development Slgmficant work IS reqUired to develop and Implement a complete system, which Will 
require proactive support from semor management and the Board 

• Merger and AcqUISition Process Management has developed a solId framework and robust process to 
suppon Its M&A aCtiVIties, which exceeds those of Its peers m most respects However, eXlstmg practices 
Implemented by the Strategic Busmess Development group should be formalized and a corporate poltcy 
that endorses "best practices" for mtegratlon acllvltles should be developed With respect to large 
transactIOns, management IS In the process of fonnahzlng and expanding the post-mortem process to 
mclude all aspects of mtegratmg an acqulted company We encourage management to conlinue these 
effons 

Credit Risk 

OtlgrOUp'S credit nsk pohcles and procedures are prudent, and ItS credit nsk culture IS dlsclphned In 2001 , 
management was effective m deahng with heightened credit nsk resultmg from the global receSSIOn, the tenonst 
attacks, highly pubhclzed corporate bankruptCies and the Argentme default In response to these challengmg events, 
management rapidly Implemented defenSive actIOns that Included IIghtentng corporate and consumer credit 
underwntmg standards and settmg limts on speCIfic problem mdustnes 

1 (I) 
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Given the current credit enVlTonrnent, all relatIOnshIps are recelvmg specIal attention by busmess heads, senror nsk 
management, mdustry speclahsts and/or country officers Regardmg corporate credit, procedures Involvmg credit 
analyses, exposure aggregatlon, potential conflicts of mterest, and transacllons WIth speCial purpose vehicles are hemg 
strengthened Concernmg Argentma, the flUid politIcal and econonuc Situation contmues to be closely momtored with 
particular attention gIVen to possible contagton from Argentina to other emerging markets countnes 

Dunng 200l, group-WIde pohcles and procedures were Implemented Wlthtn the Global Corporate and Investment Bank 
(Gem) and the Global Consumer Bank (GCB) which provide a sound framework for credl! nsk management The 
challenge (or management IS to ensure that the new global corporate and consumer credit poliCies and procedures are 
e((ecllvely Implemented In all major bUSinesses and countnes where Cillgroup operates In addition, we direct 
management's attention to the follOWing areas 

• Management information Systems Management continues to Improve credit nsk reponing, and although 
funher enhancements are reqUIred to capture credll nsk elements rela tive to the firm's Insurance bUSiness, 
Its monthly Credit Ruk Repon now renders a good oveIVlew of the credll condlhons and trends of 
CltlgtOUp'S credil nsk-taking bUSinesses Recent Improvements to the repon mclude the results of system 
integration effons to consolidate SSB and Clt lgrOUP, the early wanllng data on detenorallOn In obhgor 
default probablhlles and credit quality trend scores, and more detailed economic capital Informallon It 
IS recommended that Global RIsk Architecture Incorporate these Improved credit analytlcs mto Its monthly 
Board package 

• Allowance for Loan and Lease Losses (ALLLl The recent exammatiOn of the ALLL methodology 
mdlcates the need for comprehenSive poliCies and procedures to cover the entlte reserve process and for 
Board approval of reserve methodologtes Independent reVIews oflhe eshmatlQn process should also be 
conducted and more robust documentation that relates the analyses to the reserve amounts IS needed In 
additIOn, the level of documentation supponmg legal vehicle reserves needs to be Significantly Improved 
Dunng 2001 , while the ALLL mcreased $1 1 billion from year-end 2000 10 over $\0 billion, Ciligroup's 
level of reserve coverage fell as classifications, nonperformmg loans, dehnquencles, net credit losses and 
non mvestment grade nsk ratings rose appreCiably Loan loss reserve coverage of nonperformmg loans 
(defined as 90 days past due and nonaccrual loans) for both commerCial and consumer credits fell to 
898%, well be:\ow the 1245% recorded for year-end 2000 and noticeably below peer bankmg 
orgamzatlons The dechmng trend related to loan loss reserve coverage combmed WIth the recumng Issue 
of Inadequate documentatIOn and Yalulatlon of the methodology heightens our concerns We acknowledge 
that the firm IS III the process of addreSSing these Issues and strongly encourage managemenl to contmue 
ItS dlhgent effons In enhancing the loan loss reserve process 

Credit Quahty 

Asset quahty remains satisfactory although credit nsks In 

GClB and GeB continue to nse When commerCial 
classlficallons, consumer blanket claSSificatIOns and certain 
country exposures are weighted accordmg to nsk, the result 
equals 7 43% OfCltlgrOUp' s lIer I capital and reserves, up 
markedly from 4 87% a year ago The reasons fOT the 
slgmficant detenorallon III credn nsle are detaIled below 
While CltlgrOUp'S global diverSificatIOn IS a poSitive, Its 
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breadth can create more nsk as eVIdenced by growing losses In North Amcnca, the unsteadiness In certam emerging 
markets and the hngenng recessIon In Japan 

Commercwl Credll 

Asset quality In Gem continues to detenorale Wllh the level of cntlclzed and nonperformmg assets up subslanllally 
over las! year Cntlclzcd assets of$39 3 bllhon were $17 bIllion higher than last year, In part due to the mcluslOn of 
the Banamex and Bank Handlowy loan portfohos Apart from these acquISItions, detenorallon was eVIdent In North 
Amenca, Europe and emerging markets (Argentina) and was Jargely centered In the dlstres~d energy, utth!les, telecom, 
and alrhne mdustnes Corporate net charge-offs also Increased conSIderably In 2001, largely due 10 Enren, Argentma, 
Banamex and wnte-offs of several telecom and technology loans 

Management conducts global mdustry assessments and carefully (Tacks nsk.ratmg nugratiOns CLtigrOUp has 
concentrallons With banks/finanCial institutions and With governments due to the Banacci acqUIsitIOn The higher 
exposure to bank and financial tnstltutlons warrants management's close attentIOn for any early SignS of credit 
delenoratlOn The substantial exposure to MeXICO requires management to focus ItS attentton on the bUSinesses and 
nsk management practlCCs of thiS newly acquired entity to ensure that they are consistent wtth CttlgrOUP ' S practices 

GeIB ' s nsk management practices are sound The new GCIB PoliCies and Procedures appropnalely dnll down 
responSibility and accountability to authonzed credit officers In the bUSiness and 10 speCific nsk managers The 
recently established Loan Portfoho Management Group reVIews customer relatIOnships to optllTuze nsklreward levels 
and focuses on obhgor hmlts and hrrut excepllons, particularly to non-mvestment grade obligors Other positive steps 
mclude the actions taken to bolster the InstitutIOnal Recovery Management Group resources, the tIghtening of collateral 
reqUirements and the Increased use of credit denvattves to manage exposures 

Risk managementln Ihe emergmg markets remaInS sohd Political, econonuc and finanCIal events and thelT Impact on 
portfoho quahty are closely momlored Credit Issues are Identified early and managed down appropnateJy Management 
IS mcreas10gly sensJllve to finanCIal and political contagiOn 10 the more vulnerable regtons of the world 

Consumer Credit 

Overall, GCB 's credit quahty IS sattsfactory but It has weakened over the past year and consumer credit nsk contmues 
to Increase While North Amencan cards and ClttFmancl3l led Ihe detenoratlOn In GCB, the largest Increases 10 

mternatlOnal consumer credtt losses occurred m Argentina, Japan and MeXICO WhIle CltlgrOUp took a $235 million 
charge related to the revaluation of Its Argenttne consumer portfoho, addillonal losses are probable, as the country lS 
conSidered unstable with an mtemal country nsk ratmg of "cntlcal " MeXICO also continues to be under stress from 
the U S econorruc downturn MeXICO 'S linkage WIth the U S economy IS likely to Impact the consumer portfolio In 

the corrung year, reflective of the Banacci acqulSll!on In addltton, although Japan IS a profltable consumer franchise, 
It has expenenced nSlOg credit dehnquencles and losses due to the country's prolonged recessIOn 

GCB management closely tracks leadmg credit quality Indtcators and appropnately stress tests portfohos as needed 
GCB has a seasoned team of busmess and nsk managers that take appropnate defenSive actIons yet maintain a good 
nsklreward balance Months before the recessIOn took hold and agam after September II II> event, management 
lightened consumer credIt underwntmg standards by raising cut-off scores, redUCing credit hnes and hmltlng pohcy 
excepttons Managemenl has also been proactive to enhancing collectIOns systems and 10 focussmg Ihe collectIon 
process on early dehnquencles 

C!tlFmanClal 
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In the second quarter of 2001, the nsk management practices of the CltlFmanClai Baltimore based network was 
exarruned, as well as ClIIFmanclal's auto and mortgage businesses 10 Texas were reViewed These busmesses fo llow 
the poliCies and procedures defined 10 CltlgrOUp'S Global Consumer Credn and Fraud Pohcles Adhenng to the new 
guidance, busmess and nsk management IS instIlling firm credll dlsclphne mto the CttlFmanclai busmess model The 
following hIgh level Issues speCIfic to each of the busmesses require management anentlon 

• C.tlFmanClai Credit Company - NetWork Credl! quallty]s a concern as personal loan loss rates and losses 
on ASSOCiates- on gmaled mortgages arc: increasing Therefore, contmued close momtonng of nsk 
rrullgatlon programs mcludmg account re-agmgs IS warranted Moreover, the control envIronment 
surroundmg the Maestro system needs tlghtemng to prevent unauthon zed alteratIon of data mput 
subsequent to loan reVIew and approval AddItIOnally, stress tests of the busmess should be conducted 
In accordance wIth the gUIdelines set forth In GCB poliCIes 

• CmFlnanclal Auto BUSiness The detenoratlQn In the quali ty of the auto ponfoho IS a key Issue, and 
sttategles must he targeted to overcome the nse In delinquenCIes and net credIt losses ConSIderatIon 
should be glven to ImproVIng ongmaltons through score upgrades In addition, nsk management should 
ensure that CttigrOUp pohcles and nsk management practices are embedded In the bUSiness and are In 

conformance With global standards While a stress test on the auto ponfoho was recently conducted, 
management IS encouraged to link econOITllC mdlcators to pon follo dehnquency and losses In future stress 
tests 

• CltlFlnanclal Mon232e The reView ofCltiFmanclal's mongage operations disclosed a high level ofcredl! 
nsk stemnung from broker/correspondent ongmated busmess In response, management has lightened 
approval pohcles and practices and dlscontmued unacceptable broker relatIOnshIps Continued close 
momtonng ofbrokerslcorrespondents m tenns of the nsklreward tted to thClr ongtnatlons IS warranted 

Market RISk 

Markct nsk IS well managed and continues to pose a moderate degree ofnsk Management's busmess strategy IS to 
focus on customer flow trading, whIch has produced over tIme consIstent finanCIal performance WhIle some 
bus messes have a hIgher nsk profile, aggregate nsk IS !Tlltlgated by dIverSIficatIOn and by the adequacy of nsk control 
processes Wlthm both the tradmg and accrual ponfohos, the nsk appetIte has Increased as eVidenced by the nse In 
propnetary trading poslllOns However, semor management pro-actIVely momtors thiS n sk through weekly meetmgs 
of the Risk Management ComnuUee 

Over the past year, Risk ArchItecture' s data capture prOject has Improved the monllonng of nsks and reduced 
regulatory capital Further benefits are anticIpated, Includmg additional approvals for the use oflntemal models fo r 
speCific nsk However, regulatory approval for specific nsk IS conditIonal on the robustness of the firm's model 
vahdatiOn process Areas that require management' s focus Include 

• Model Validation Process Our targeted review of thIS process revealed a number of legacy sse models 
that have not been vahdated since the merger With Travelers Prehnunary steps have been taken by 
management to address thiS Issue through an assessment of the matenahty of exposure under unvalldated 
models However, an action plan and tImetable for resolVing the use of unvahdated models needs to be 
developed In the In!enm, fonnal hJtUts should be estabhshed to hnut the amount of exposure penrusslble 
under these models lndustry best practice IS to employ !tmLls on notIOnal stze, volume and/or malUTlty 
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• Market RIsk Corporate Governance Market nsk reportmg to the Rlsk Management Committee IS 

considered satisfactory but the mformatlon proVlded to the Board reqUirts enhancement While penodlc 
presentatIons are made to the Board's AudIt Comnunees, the mfonnatlOn contamed therem IS not inclUSive 
of the Wide array of market nsk undertaken by CltlgrOUp and nOI consIstent wnh mdustry best pracl1ee 
As the Board IS responSible for evaluating the organizatiOn's nsk exposures and tolerances, the nsk 
mformatlOn should be commensurate WJth thiS objectIVe 

• Market RIsk AggregatIon and Methodologtes RIsk Architecture's market nsk data capture prOject IS 

targeted for cempletJOn In May 2002 and WIll Significantly Improve the management and momtonng of 
market nsk While Market RIsk Management and RIsk Architecture have extensIvely enhanced CIB's 
quarterly stress tests, system Issues prevent monthly stress tests and IInnt some busmesses' ability to 
conduct ad hoc stress testmg and back testmg, whIch are conSIdered mdustry best practIces Risk 
Archltecrure's data caprure proJect IS deSigned to proVlde automated stress testmg and hnuts monttonng 
and to accurately mOnitor and aggregate market nsk across global busmesses Thus, It IS essentIal that 
management ensure that the necessary resources are prOVided to meet the targeted completion date 

• CitlgrOUp Global Investments (COil - Pnvate EquIty CGl's focus m 2001 was on developmg and 
Implementing conSistent pohces across CltlgrOUp 'S pnvale eqUIty mvestmg and merchant bankmg 
busmesses Gomg forward, the challenge for management IS to ensure that these poliCies are compiled 
WIth across the vanous entities In addItion, management mformatlOn reports that reflect both the finanCIal 
perfonnance and nsks Wlthm the pnvate eqUIty and merchant banlong portfohos need to be deveJoped 
These consolidated reports should Identify specIfic portfoho charactenstlcs mcludmg relative perfonnance, 
concentrations and mherent nsks Fmally, management IS encouraged to move forward WIth Imtlatlves 
to develop a more vigorous econonuc capital allocation methodology for these activities 

LIqUIdIty nsk IS moderate and decreasmg and the controls are conSIdered acceptable Over the past year, conSIderable 
advancements were made m hquldlty nsk management Most notably, corporate treasury Implemented a new 
contingency fundmg plan and reporting structure that centralizes the management of liqUidity nsk Also, the finn 's 
hquldlty poSItion unproved as the corporation IS less rehant on commerCial paper fundmg Fmally, the ratmg agencies 
recogrnzed CitlgrOUp'S ablhty to mamtaln strong finanCIal perfonnance and eanungs growth despIte the slowdown m 
the economy and upgraded the finn's credit and debt ratmgs, further enhancmg lIs access to capital markets 

CIlIgroup's global contmgency funding plan (CFP) and stress testmg are comparable 10 Its peer group and mcJude all 
the fundamentals conSIdered to be tndustry best praCtice The vahdlty of the plan was tested dunng the September 11th 
event SlIl1, as the largest FHC and banJung entity In the US , CltlgrOUp plays a Vl131 role m liqUidIty flows Wlthm the 
banking system Consequently, our expectations are for Ciligroup to be m the forefront of Its peer group and mduslTy 
best practices This Will reqUIre further enhancements to the CFP including 

ReVlewmg and assessing the adequacy of altematlve funding sources and orgamzmg them In the order 
ofpnonry 

2 Fonnahzlng corporate level tnggers that are hnked to levels ofalert and local tnggers 
3 Includmg operatIOnal seenanos mvolvmg speCIal purpose vehIcles and changes In collateral 

requlfements for denvatlve pOSItions 

4 ImprOVing MIS for emergencIes 

1(5) 

Risk Maollgement - Continued 

FCIC-087355 



CONFIDENTIAL 

RISK MANAGEMENT· CONTINUED 

EconomIc CapItal Framework 

RESTRICTED F R 
12 CFR 261 

CltlgrOUP has made noticeable progress In developmg a corporate-WIde econonuc capllal framework, however, broad 
acceptance of econOIl\lC capItal as a nsk management and perfonnance measurement tool has not occurred throughout 
the finn While certain busmess hnes have mtegrated econorruc capital mto regular nsk reporting to semor 
management, the methodology IS not an mtegral par1 of the deCISion malong process nor are busmesses being managed 
based on the returns on econonuc capital In light afthe proposed Basel accord, we encourage management to conllnue 
Its efforts to mcorporate thiS nsk management dlsclphne mto ItS bUSiness culture 

Legal RISk 

Legal nsk IS conSidered mherently hIgh due to the diverse nature ofCmgroup's global busmesses that operate m more 
than one hundred countnes Because of management's proactIve approach and nullgatlng controls, legal nsk IS reduced 
to moderate, although management faces conSIderable challenges gOing forward CltlFmanclal's sub-pnme lendIng 
portfoho WIll continue to attract a great deal of scrullny, and vanous lawsullS are ongoing 

Legal nsk IS also Increasmg from lawsUIts filed WIth respect to a well-pubhclud corporate bankruptcy, whIch has 
hIghlighted the potentIal conflIcts ofmterest when CUlgroup assumes multIple roles as syndIcated lender, Investment 
banker, broker and asset manager Another area that may mcrease legal nsk IS Cttlgroup's conSIderable presence m 
E-commerce and Internet service busmesses One of CUlgroup's strategtes IS to enter Into strategIC alhances With 
technology companies, such as AOL, to gam rapId penetratIon WIthout the necessIty to bUIld an entIre propnetary 
Internet Infrastructure However, thIS may lead to legal entanglements when detenrunlng accountablhty In the case of 
customer losses 

Repulanonal RISk 

Slnular to legal nsk, Inherent reputatlona] nsks are hIgh, gtven the organlzallon's global presence, the cornplell.lty of 
ItS bUSinesses and the potentIa] conflict of mterest SItuatIons anSlng from the assumptlon of mulllple roles In chent 
relatIonshIps WhIle Anti-Money Laundenng (AML) practIces and now the U S Patnot Act control process are 
conSidered adequate, the nsk IS Increased due to the global scale of operations and therefore warrants vIgtlant scrutmy 
by management Moreover, C!I!group's substantial sub-pnme bUSiness subjects the firm to Increased reputatlOnal nsks 
Overall, the effectIVeness of the controls and management's cautIOus attention to prospectIve Issues that could 
concelVably Impact Its franchIse serves to nutJgate the level ofnsk, resultmg In a compoSIte ratmg of moderate 

Insurance Underwriting Risk 

Insurance underwntmg nsk continues to be moderate, given that hfe and annUity, and SignIficant portIOns of property 
and casualty, nsk exposures are clearly defined, hIghly measurable, and subject to limits In additIon, management 
repornng IS conSidered effective However, hablhty Insurance, represented pnmanly by asbestos pohcles underwntten 
years ago, and catastrophe nsk exposure reflect uncertalO nsks Management effectIvely controls IOsurance 
underwnttng nsks through Its nsk selecllon, pncmg and reserving processes Furthermore, management makes 
effective use of remsurance 
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Cltlgroup Inc conllnued to post strong financIal results, reponmg record earnings for 2001 ThIs strong (inanClal 
performance IS especially noteworthy In VIew of the global ccononuc slowdown, Increased credit costs and turmoil m 
the capital markets Despite thiS dIfficult operatmg cnVlronment, the firm conllnued to be successfulln Increasmg 1\5 
overall market share, and Its diversIfied business franchise prOVIded positIVe earnmgs momentum, dlstancmg Itself from 
other peer orgaOlzatlons 

Consolidated earnings are strong. reflectmg the strength of the corporatIOn's global franchise and the diversificatIOn 
benefits denved from 115 broad range of financial servIce businesses Management's focus on malntaming geographiC 
and product diverSity has served the company well , and the firm's cross selling InitIatives are sleadl ly ImprOVing, 
funher bolslenng finanCIal resu lts In 200 1, Cmgroup 's sohd consumer bUSiness provIded strong revenues, offsettmg 
weaknesses noted m the wholesale markets In additIOn, as the economy slowed, management moved aggreSSIvely to 
Implement prudent cost cutting measures and control expenses Moreover, management 's oPPOrtUniStIC approach 10 

expanding ItS franchise In key domestic and internatIOnal sectors has Significantly enhanced the finn's finanCIal 
perfonnance, mcreased market share, and proYldes for long-tenn Viabili ty of future corporate earnings 

The capital ralios for CIUgrOUP and ClliCOrp are strong and exceed regulatory guidelines for "weli-capl1ahzed" 
instItutIOns Total capital tncreased SignIficantly for fi scal year 2001 augmented by strong earnings retentIon 
Management's attentIon to capItal plannmg and balance sheet diSCipline has allowed the corporatIOn to remain above 
Internal capnaltargets and to contmue With ItS share repurchase program AddLllonally, the finn's Insurance and 
secuntlCS Subsldlanes contmue to meet the nunlmum standards established by the respecllve functional regulators 

The parent company's liqUidity position has Improved noticeably, With a reduction ofshon-Ienn borrOWings related 
to the restructunng of ASSOCiates' assets WIthin the organization CltlgrOUp's marketplace reputation and ratmg agency 
upgrade prOVIdes II WIth full access to the global capital markets at favorable rates, thus enabhng the corporatIOn to 
matnlam ample liqUIdIty and act as a source of strength to its operatmg Suhsldlanes 

2 

FinanCial Performance 

FCIC-087357 



CONFIDENTIAL 

BOPEC RATING 

RESTRICTED F R 
12 CFR 261 

The Bank Holdmg Company Performance Ratmg System currently In use at the Federal Reserve requIres an annual 
ratmg for ClllgrOUP The composite and component ratings are reflected In the table below 

ROPEC RATINGS il/J 1/0 1 IlfJ 1/00 

Cltl&I"OUP Clligrollp 

8allk Holding Company R"tmg System 

COmpOSite: Ranng 2 2 
Management Satisfactory SallSfactory 

Component Ralmgs 
BWlk Subsldl3ms 2 2 
Other Nonbank SubsidIaries 2 2 
Parent Company 1 1 
Consohdated Earnmgs 1 1 
Consolidated Capllal 1 1 

The overall condItIon of the banking SubSldlanes IS sattsfactory and reflects the exammatlOns conducted by the 
respectIve regulators This assessment IS largely reflecttve of embank, N A , which houses the preponderance of 
banking assets and was accorded a composite raung of satisfactory by the oce as of year..end 2001 Additionally, 
Clllbank (Nevada) and Cltlbank (South Dakota), N A are also rated satisfactory and the newly acqUired Banamex 
operatIOn IS conSidered to be In satisfactory condItion In 2001, Cltlbank, F S B ,California was upgraded to strong 
from satisfactory and Cltlbank (NYS) remained strong 

C1tlgroup's pnnclpal nonbank Subsldlanes, Salomon Snuth Barney and Travelers Insurance Group, remain In 

satisfactory condition Our assessment IS based on the conllnuous superviSion process that combines ongomg 
momtonng and meetings With the functIOnal regulators As part of thiS process, evaluauons are made of the finanCial 
performance and nsk reports, as well as the findings from audns conducted by ARR In summary, the satisfactory 
ralmg reflects sound nsk management practices and the adequacy of the nsk control processes 

CltICOrp'S pnmary nonbankmg subSidiary, CltlFmanclal Credit Company, continues to operate satlsfactonly Although 
C1t1Fmanclal's bUSiness model focuses on a nskler segment of the lendmg market, management actively controls thiS 
.sk by adhenng to sound credit poliCies and procedures Dunng the recent targeted review of CitlFmanclal, nsk 

- -gemen! practices were conSidered generally adequate and are detailed on page I oflhls report From a finanCial 
:rspectlve, CIIIFmanclal's profits Increased Significantly last year benefitmg from both the portfolio growth and cost 
tmg initiatives related to the integration of ASSOCiates DeSPJle the expected nse In credll costs resultmg from 
oClates' legacy ponfohos, prospects remam favorable for contmued growth m net mcome Nevertheless. 
-,gement should remain dilIgent m ItS efforts of lmbeddmg CIlIgroup's nsk management culture mto the acqUired 

messes of ASSOCiates 

he paren! company IS strong and conlmues to serve as a source of strength to HS SubSldlafies with full access to the 
tlobal debt and equity markets For additIOnal details regardmg earnmgs, capital, and liqUidity, please refer to the 
;manClal Perfonnance page 2 
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Capual I 
A.ssel Quality 2 
Management 2 
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IllJ 1100 

COIC 

, 

I 
2 
2 
I 
2 

COIC' s overall condition and compoSite ratmg conlmues 10 be satisfactory The Edge Act Corporation IS 
effectlvdy managed With a strong capital position and earnmgs performance Consolidated 3ssel quallry IS 
consIdered satisfactory despite the Increase In claSSi fied loans aSSOCiated WIth the integration of the AssocIates 
mtcmatl()nal businesses In addition, the operations and control environment remam satisfactory 

Risk MQn agement 

Risk management IS satisfactory Corporate governance at the country level continues to be effective In managing 
regulatory, legal and reputallonal rISks SpeCifically In the UK, Country corporate governance remams a high 
priOrity as the ongoing converSion oflegal vehicles and integration of bus messes iOtO Cl tlbank International pic 
(CIPLC) has streamlined the organizatIOnal structure and platforms for conductmg busmess In Europe The 
CIPLC Board IS proactive 10 managmg the nsks aSSOCiated With legal vehicle conversions and systems 
consolidatIOn The board takmg the lead In formmg an Operal1onal Risk Comnllttee to develop operatiOnal T1sk 
measurement techniques and key nsk mdlcators for C[PLC funher eVIdences ItS proactive nature However, 
consldenng the recent Issuance ofClugroup's Operat1onal Risk Policy and the contmued evolutionary progression 
of the o})Cratlonal nsk measurement framework, CIPLC's OperatiOnal Risk Commlnee Will need to align I1S 
approach With the unlfonn methodology established 10 the new policy 

Operallonal Risk 

The operations and mtemal conrrol environments of COIC and ItS Subsldlanes are satisfactory This assessment IS 
based on the vanous audits completed by ARR that were mostly accorded satisfactory ratmgs Notwlthstandmg, 
operational nsk Will contmue to present Significant challenges to management Most notably, the mlegratlon of 
the ASSOCiates mtemahonal busmesses mto the COIC legal vehicle and the growth of CIPLC aSSOCiated With Its 
"Smgle Europe ProJect" Will srress the functionality of certam systems and reqUire management to closely 
mom lor mformatlon technology needs and resources 

COIC Subsldlanes are effectively managed ThiS evaluation IS pnmanly based on the contmuous superVISion 
process, which prOVides suffiCient mfonnallOn 10 mom tor and evaluate these entities A targeted review of Banco 
Cltlbank, SA was conducted and no slgmficant weaknesses or operational defiCienCies were noted 
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Birth and/or affihate organization 

1958 H~ad of Corporate Strategy 

1941 Chamnan - Cmgroup Europe 

1954 Risk Officer GeIB 

1947 Chief Executive Officer 
Global Corporate and Investment Bank 

1957 Semor Human Resources Officer 

1947 Chief Operating and Technology Officer 

1966 Semor Vice President - Head of Development 

1962 Executive Director - Strategic Pnontles and BuslIless 
Development 

1953 Chief Execullve Officer - Global Equipment Fmance 

1949 Chairman and CEO - Globallnvestment Management & 
Private Bankmg Group 

1938 Chairman of Travelers Property and Casualty Co 

1949 Semor Execullve Vice PreSident 
Chief AdmlDlstralive Officer - GCB 

1947 Vice Chairman 

1949 Chief Execulive Officer - Emergmg Markets 
President of Cmbank NA 

1950 Chief Operaung Officer - Admm & Operallons, EM & 
CAD 

1935 Semor Vice Chairman 

1946 SeDior RIsk Officer 

1961 Chief Fmanclal Officer, Head of Cmgroup Investmerus 

1933 Chairman 

1945 Cltlgroup PreSIdent & CEO - Global Consumer Busmess 
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Occupation or pnnclpal 
busmess affihatlOn 

Chamnan and Chief Executive Officer 
AT&T Corp 

President and Chief Operatmg Officer 
Alcoa Inc 

Panner, Skadden, Arps, Meagher & 
Flom LLP 

Chairman and Chief Executive Officer 
Chevron Corporauon 

Institute Professor, MIT 

Former PreSident of the Untted Stales 

Chamnan of the Board of Grupo 
Fmanclero Banamex Acclvat, S A de 
C V (BanaCCL) 

Chairman of the Board and CEO of 
Grupo FmanCLero Banamex Acelval, 
S A de C V (BanaCCI) 

Consultant 

Chamnan of Travelers Property Casualty 
Co,!, 

Chairman and Chief Execullve Officer 
Colgate-Palmolive Co 

Vice Chairman, Presldem imernal1onal, 
DlreclOr GTE Corporation 

Managmg Director, Capricorn Holdings, 
llC 

President, Tune Warner. Inc 

Chairman and Chief Execu!lve Officer 
Tncon Global Restaurants, Inc 



Name 
(ComBllUee Member) 

Roben E Rubm 
(E) 

Frankhn A Thomas 
(E). (P). (PC). (1) 

Sanford I Welll 
(E) 
Arthur Zankel 
(E). (R). (PC). (I) 
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Years on 
Board 

29 

13 

13 

Year of 
BIrth 

1938 

1934 

1933 

1931 
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Occupation or pnncipal 
busmess affiliation 

Chairman of the Executive Commmee 

Former President, The Ford Foundanon 

Chairman 

General Panner, First Manhanan Co 

• The Honorable Gerald R Ford lS an honorary director and as such IS appouued by the Board and does not stand for elcellon 

•• As of March 7, 2001 Keith W Hughes, Chamnan and Chief ExecUtive Officer of ASSOCiates, resigned from ClUgroup's 
Board of Directors 

There are SIX committees 
(E) - Execullve Committee 
(A) - Audit Comrmttee 
(R) - RiSk, Capital and Subsldlanes Comnuttee 
(P) - Public Affairs Corrumttee 
(PC) - Personnel, Compensalion and Directors ComrnJItee 
(I) - Incentlve Compensatlon Subcomrmnee 

CltlgrQuD Directors' fees 
Outside dlreclors currently receive an annual retainer of $125 ,000, payable eillier 100% In common slOck, receipt of, which 
IS deferrable at the director's eJection, or up to 50% In cash to cover taxes and the remainder In common stock Effective 
January I, 2001, directors may elecl 10 receive ail or a portion of their compensation In the form of an optIOn to purchase 
shares of ClIlgroup common stock 

Effective July 18, 2000, outside dlreclOrs and the honorary dlreclOr became entitled to receive and annual option grant 10 
purchase 5,000 shares of ClIlgroup common slOCk The 2000 SlOCk opllon award was made on July 18, 2000 and was prorated 
for SIX mon!hs The 2001 option gram 10 purchase 5,000 shares was made In January I , 2001 Subsequent grants Will be made 
In January of each year 

Committee and subcommlnee chalTS receive addilional compensaliOn of $15,000, excepl for !he chair of the audit committee, 
who receives $25,000 DLfeclors receive no addlUOnal compensallon for panJclpatlon on board commmees and subcorruOlttees 
Addilional compensallon for speCial assignmentS IS delenOlned on a case by case baSIS, bul no such additIOnal compensallon 
was paid 10 any director m 2000 

Dlreclors who are employees of ClIlgroup or Its subSidiaries do not receive any compensaliOn for their services as directors 

AA (1) 

Directors· Contmued 

FCIC-087364 
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2 Assess management and the board of directors In addJtloD, appraise the policIes WIth respect to the level or conlrol and 
superviSion exen::lStd over subsidIaries, mcludLni nsk evaluallon and control and managemenllDrormallOn systems 

3 SubsIdiary bank(s), date of most recent examination and !"Bllng 

4 ls l1Ie boldina COIDpaDy a member of II chllUl banking orpmzaboo" ~ IC so, swnmanze Slgruf1(:.Qll1 problems lit any holdmg 
company or subSidiary blink, or In Ihe chain nfe,anlzatlon 

5 List any indiVidual or group Ihal QWo(s) or control(s) 5 percent or more of the outstanding valmg shares or the bank holdmg 
compllDY'. stock DISCuss sl"nfieant changes In ownerslup. 

6 Olher supervisory conceros None 

7 BOPEC Ratmg 

8 Recommendallons for supervisory action None 

Glllim the mjomulIIon thDJ IS provuJed In lhe vanous nskjocused documents, the closed sectwn of the repon will only hIghlight 
cenam key areas Please refer la the nsk{ocused documents far more detQlled InJonnallon on corporate strategy/prospects, 
nsk management/ controls and Semor Managemem 

I. Prospects 

The prospects for Clllgroup remam favorable Cltlgroup IS a fully dIversified finanCial services finn, With a umque 
combmatlOn of scale, brand diversIficatIon and global presence whIch has aided In malntamlng successful operations despIte 
the changmg economIc citmate A key to CltlgroUp'S continued success IS liS sohd management team. which exhIbIts a 
diSCiplined approach In balancmg eanungs growth through Its rISk/reward IrulJallVeS, strategic acquISItIOns and technological 
advancements which play cnllcal roles In Increasmg produclJvlty and cunalhng expenses Growth over the comrng year will 
be pnmanly fueled by the corporation's cross-selhng endeavors, accompamed by strategic acquIsitions of other finanCIal 
service comparues, In order to meet the finn' s long·tenn eammgs growth rate of 15% per year 

Management WIll contmue to focus Its attentIon on the follOWing areas 

. Olobal Consumer FmanCial Semcn The finn WIll continue to try and cross·sell 11'5 comprehenSive bankmg, 
l1lSurance and mvestment products globally Moreover, management plans to funher enhance Its leaderstup po5lllon 
m global credll cards, through organIc growth and targeted portfolio acquIsitIOns 

• Emergme Market:! Management has expressed the deSIre for a more equal dlstnbUllon of Cltlgroup's assets between 
U Sand mternallonal Investments Countnes that management IS consldermg for expanSion purposes (pnonty A 
counlnes) mc\ude Brazil , Poland, Taiwan, Hong Kong. ChlDa and Korea ThiS busmess should not only contnbute 
to organiC growth capabllmes, but It Will also help to expand the potential for attractive acqUlslllon opportuollles 
Seruor management plans on contlnumg thIS venue SlDce C1I1group generates more profits In the emerging markets 
area than any other finanCial services Industry 

• The CQWOIate Inyestment Bank (GCIB) Budding upon the momentum of the Schroders acquIsItion and the NIkko 
Salomon Smith Barney merger, the finn WIll conl1nue 10 targel expansion of ItS mveslment banking presence 
abroa.d Domestically, the finn IS content With Its operations and does not antICIpate slgDlficam growth through 
acquIsltLons 

• PrIvate 8aoJqne/Asset Manaeement Given the scale of thiS bUSiness lme relative to GeIB and the Global Consumer 
Bank, management IS mteresled In enhancing liS wealth management busmess and mcreasmg Its market share by 

B 

CondJt1on of Bank Holdmg Company 
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acluevmg strong Investment performance wuh an emphasIs on risk control 
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The most recent acqUiSItion occurred 'Nuh Grupo Fmanclero Banamex Acclval (Banaccl). MexICO'S most profitable bank, wruch 
Will strengthen Clugroup's eXlstmg buSinesses and add to its earrungs power The deal bnngs numerous strategic advantages 
for lhe company, distribution strength to the emergmg market franchise and 11 Will help to SOlidify Cltlgroup's presence In 

MexLco BanacCI'S and Clugroup's operations In MeXICO 110'111 be IOlegraled and Wi ll conduct buSiness under the "Banamex R 

brand name 

Cmgroup's diverSified carrongs streams alld strong caplt.al and reserves result In a poslllve outlook on growth for lhe enure 
_nslnutlan With a largely Investment grade balance sheet, Sizeable capital posItion and diversified buSiness miX, Ciligroup's 
prospects contmue to be very favorable desplle a weak macro economiC environment and prolonged deterioration m credn 
quahty 

2. ComblDed Risk Manaeemept and Internal Coptrols - (RIled "2") 

Cltlgroup effecllvely manages Its nsks and IS accorded a mk managemem and Internal comrol ratmg of ~ r The rating 
reflects the corporauon's ability 10 handle eXISting and foreseeable exposures that may ame In the daily course of busmess 
Board OVersight, pollC)es and Imlts . nst morulOnng procedures and reports are considered generally adequate Both the board 

and seDior management are commilted to provtdmg the ~essary gUidance to ensure an dfecuve nsk management process 
at both the buslI\ess Ime and corporate levels Please see the open section of the report and fISk-focused documents for more 
detailed InfonnalJon 

SeRlor Manaument 

As of December 31. 2001. there have been no new changes to seDior management sIDce the laSI mspecllon (daled December 
31.2000) 

3 ExaIDlDatlon Ballnas 

Subsidiary Ba pks 
Clubank. N A 
Cillbank (S D). N A 
Clubank (NV). N A 
ASSOCiates Nallonai Bank 
Cmbank NYS 
Cmbank FSB 
Travelers Bank. F5B 
Asso(:lates Capital Bank Inc 

ExaIDm'tl0D pate 
12131101 
12/31101 
12/31101 
12/3 1/01 
12/31/00 
9117101 
1/08101 
6130/01 

-OCC SUperviseS Cltlbank on a conllnUQlIS baSIS 

4 Major Shareholders 

a&<nu 
ace' 
ace 
ace 
oee 
NYSBD 
OTS 
OTS 
FDIC 

CAMELS 
1-2-2-1 -2-2 1 
1-2-2-1-2-21 
1-2-2-1-2-21 
2-2-2-2-2-21 
1-1-1-1 -1-11 
1-1-2-2-1 -11 
2-1- 1-1-1-1 1 
1-2-2-1 -1-2 1 

2 
2 
2 
2 

I 
I 
2 

As of December 31, 2001, there are no major shareholders thai own more than 5% of Clllgroup'S outstandmg common stock 
The largest shareholders are Fldehty Investments, which hold 39% and H-R-H Alwaleed who benefiCially owns 
approxunately 3 5% of Clllgroup's outstanding conunon stock 

B( l) 
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CONDITION OF BANK HOLDING COMPANY - CONTINUED 

BOPEC RATINGS 12/31101 12131100 

Cltlgroup CJtlgroup 

Bank Holdmg Company Rating System 

Composite Ranng 2 2 
Management Satisfactory Sallsfac!ory 

Component RaJlngs 
Bank SubSldlaTleS 2 2 
Other Nonbank SubsldlaTles 2 2 
Parent Company 1 1 
Consolidated Earnmgs 1 1 
Consolidated Caplcal 1 1 

B(2) 
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OTHER SUPERVISORY ISSUES 

1. Is (he holdlDg company's polley on assessmg dtvldends from tbe subsIdiary ban.k(s) reasonable and IS II bemg 
compiled With? Yef> U no to either. diSCUSS. 

2 Has the boldlng company complied wtth aU representatiOns made m applleallOn(s) to the Board of Governors? ...Ya. 
Ir not, dISCuss 

3 Does the subsllhary bank{s) mamtam compensating balanctS at another mstltuhon for debt advanced to the boldUlg 
company?..N2....- If the bank IS not adequately compensated, discuss. 

4 If applicable, descnbe tbe holding company's policy on as5eSSLDg management and service fees fOT work perfonned 
for tbe subSidiary hank. Are poliCies and fees reasonable? yes If not, discuss. 

5 Are there any mlercompany transactions subJect to comment? No Ir so, dlSCUSS 

6 Are there any IlISlder transachons subject to comment? __ NIlllQ __ U SO, dISCUSS 

7. Do tbe holding company's Intercorporate lDcome tax accounhng pobcle5 and prachces conform With tbe Board of 
Governors' September 1978 pobey statement? Yes . If not, diSCUSS. 

8 If tbe boldmg company uses a subslliJary bank's personnel or assets to sell credit·related bfe msurance to tbe bank's 
customers, does the bolding company &lve the bank reasonable compensation for Its services? Yes . If not, 
dlscuss. 

9 Is the holding company ID compbance wllh the liNn prohlbitJons conta.IDed m Secllon 100(b) of the BHC Act 
Amendments of 1970' Yes . U not, diSCUSS 

10. 1.5 the holdmg company or Its SuhSldlarY(les) II. defendant lD llRy IJltgatJon which could have II. sigruficantly adverse 
effect on the overall organization? NQ If so, discuss 

11 Is the lnsurance program for the holdmi company and Its subsldiary(les) conSidered adequate' 
fi.5..- If not, dISCUSS. 

12 Are reports filed With tbe Federal Reserve System prepared accurately and submitted on a tunely basis' fi.s......Ir 
not, diSCUSS. 

13. Did tbe InspectIOn UDcover any VIOlation of law, regulation or Federal Reserve policy statement not Cited above? 
~. U so, discuss. 

14 Does the holdmg company or Its subsldiary(les) have any outstandmg comnlltments to the Board of Governors? Nil: 
If so, discuss. Before the Gramm-Leach·Shley Act became effective. as part of the merger approval process for CIIICOrp 

and Travelers, Cltlgroup Inc entered mto an agreement (Board Order) With the BOG The pnmary covenants Identified 
the need for the finn to upgrade liS fISk management aggregallon systems to encompass the finn's group, Wide exposures 
and develop a Pflvacy Promise for Its customers The finn conllnues to make good progress on these mlllauves 

IS Is there any other matter bavlng a detrlD1ental impact on the subSIdiary bank(s) not dlscussed elsewhere In tbls 
report? No If so, diSCUSS. 

16 Does the holdmg company or Its subsidiarY(les) have an mternal credit rlsk-ratmg system? Yes 
adequate? .....YtL.... If no, bow does the orgamzatlon effechvely momtor credit risk' 

17 Other Matters None 

c 

Other SupervISory Issues 
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Meeting was held on March 11, 2002 In attendance from the Federal Reserve Bank of New York were Homer C 
Hill, III, AsSIStant Vice President, and Sarah Dahlgren, Semor Vice President, and from Cltlgroup Inc were Sandy 
Weill, Cbamnan and CEO. Todd Thomson, CFO sDd Bob W.Uumstad, President 

Contact persons for records of bank holdmg company. 

Suggesllons for tbe next lDSpecllon. 

For a listing of scheduled reViews, please refer to the SUperviSOry Plan of the risk-focused documents 

Cibgroup Summary Review 

The CPC and EIC should arrange to meet With the pnmary contacts, Joan Guggenhelmer and Shelley Dropkm, two months 
pnor 10 a review to presenllhe applicable entry leners 

Joan (816-0564) and Shelley (793-7396) are responSible for coordmatmg the entry letter responses The Audit divISion will 
also provide offiCial listmg of names and telephone numbers for exam mer use 

Parent Company and LlqUldltylFunibng Quesllons concernmg the parent company's legal structure, dividend capacity 
and cash flow should be directed to Greg Ehlke (559-0302) and Marty Waters (559-3249) of the Office of Corporate Fmance 
For Liquidity and Fundmg contact Flrol: Tarapore (793-8090) and Marc Wemberg (559-1824) 

Asset QUalIty Mr Juhan Lustig (559- 3259) , Vice President - Credit Risk Information and Reponmg section of Risk 
Architecture, IS directly responSible for our consolidated asset quahty reports Key monthly reports are the Clligroup 
Consolidated Credit Portfolio Review, the CLIIgroup Credit Risk Repon and the Country Concentrallons Report The 
Country Risk monthly repon IS provided by the office of Doug Smee (559-1470), chief economist of emergmg markets 
Quarterly SEC reports mcludmg the fmanclal data supplements are funushed by Grace Vogel (559-9392), Deputy Controller 
of ClI1group 

For a granular view of the Consumer portfoho, key reports are the Monthly Global Consumer Group's Credit Risk 
Management Reports which are supplemented by additional Risk Managemenl ReViews of Nonh Amenca, Latm Amenca, 
ASia Pacific, Western Europe and Eastern Europe- MidEast and AfTica The monthly Internallonal Consumer Fmance 
Portfolios cover the ASSOCiates, Atlas, Cre<lito Fanuliar and Provencred portfolios To streamline CIIi's reportmg to the 
resident exammers , each of these reports are shared With the DeC exammers The DCC exammer m charge of the Global 
Consumer Bank, IS Roy Stovall (527- 1042) 

RISk Management Questions concenung rLSk management should be directed to Petros Sabatacakls (793-5243), Semor 
Risk Manager Other contacts mclude Nancy Newcomb, Wmdows on RIsk (559-2773) and Gene Jacoby of the OCC (527-
0154) 

AudJl and Internal Controls Quesllons concermng audit and mlernal controls should be directed to Douglas Peterson, 
Chief Auditor (657-3416) and Paula Bunon (657-2212) 

Earmngs The pTimary contact regardmg earOings LS Grace Vogel, Deputy Controller ofClugroup (559-9392) 

Technorogy Questions penammg to InfonnatLOn Systems and Technology should be directed to Mel Taub (793-1215), 
Wilham Philhower, Chief Technology Auditor (718-248-0067) 

D 
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~ Start Date Z/4102 
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·RESTRICTED· 
NATIONAL EXAMINATION DATA 
BHC INSPECTION· LARGE INPUT FORM 

SHe', OVER $150MM IN CONSOLIDATED ASSETS 

SUPERVISORY DATA INPUT 
RSSD ID Number 1951350 

Select Form Large SHe Inspecllon 

Name ofBHC CllIgroup Inc 

Location Clly I New York ISlale I New York 

OATES ICCYV-MM·DD 
Scheduled Start Dale 2/4102 Start Date 2/4/02 FlnarlClal As Of Date 
Assel Cualt ReView Date 12131101 Close Date 
Exit Meetl Dale 311 1f{)2 Report Disposioon Date I 
Report D~poslhon t][ Mailed to Inslilubon .J For Inlemal Use Only 

GENERAL 
ContinUOus Exam? [gI Yes 
InspectJon Mandated? Qg Yes 
Loca\!on? [gI OnSIle 

Purpose 0 Change In Control 0 Compliance 

U Due DIligence Qg Routine 
Conducted J Concurrent Qg Independent 
Exam Scope [gI Full 0 lImited 

U s,"""'" 
Assessment AcIMty 

U Target 

T'lJ8ttd Are,(s) · If' targeted .umfnatlon, place an ~X" by appropnale enlry(s) 
Accounting/FinanCial Credit MmlnLStrallon Investment AdvIsory 
ReoortlOO Services 
AssetllJablht Mana ement Eaml 5 leaslnQ 
Assel Quality Fair lending loan ReVIew 
Bank Sec "'" Fundln III IJIdl Mer SIS and ulsllions 
Broker/OeaJer Infrastructure MQmt Information SyStems 
Ca Ital Markets Insurance Mortgage Banking 
CommUni Bankln Intercom n Transactions Mutual Funds 
Com llance Interest Rate Risk O\h" 
Consumer lending Internal Controls/Audit Su rvlSOry Assessment 

ReVIsed July 1999 

I 12/31/01 
3129102 

4/1102 

l eJ No 

I U No 

10 Off site 

0 De Novo 

I U Surveillance 

I U JOint 

10 Offs~e Review 

I U Risk Assessment 

Other Nonbank 

PendlnQfThreatened l ltlQatlon 
Pnvate Banking 
Risk Man ement 
Section 20 
Straleglc Planning 
Venture Ca Ital lnvestments 
Wire Transfer 

Lead Agency LQgFRB .UNASD _UOCC TS UO USEC 1 USlate 
lead Office New York 

!lQ!J: 
NAME OF PARTICIPATING OFFICE Participant ReViewer 

AGENCY(I ES) 

U U 
. 

large BHe Inspection doc 1 
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Revised July 1999 

GENERAL (Continued) 

lead BOPECIFM Rating 2 2 I I I I I ' I 2 I s r Risk Management Rating 12 
Problem 8ank(s)? I U Yes IZI No 
Reviewer BOPEClFM Rabng I I I I I I Risk Management Rating I 
Problem Bank(s)? I U Yes U No 

STAFF RESOURCES FOR EACH AGENCY (L.ad, P.rtlclp.n~ .ndlor RevieW,! (ust "'me, First N.mt) 

Agen~' (e 9 , FRS Boston) FRS of New Yort 

E)(ammer In Charge Homer C HIli, III 

Revle ..... er 

EXAMNATJON HOURS· Lead Agency Bud,otod U Actual U 
BY STAGE BYCATEGORV 

On-site Off,slte CommissIOned 55050 
PreparatlOll Noncommissioned 13200 

Examlnsoon 68250 Training 

Report Development 

T alai By Stage 68250 101al8y Category S8250 

Travel GRAND TOTAL (+TraveIJ 68250 

EXAMINATION HOURS - Partlclpatlng Agency Budg.todu Actual U 
Nam, of Participating Agency 

~ Off,slte CommiSSIOned 

Preparation Noncommissioned 

Examination Training 

Report Development 

Tolal By Stage Tolal By Calegory 

Travel GRAND TOTAL (+Travel) 
. 

large BHe Inspection doc 2 
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Revised Jwy 1999 

~ 
iw,'hSM8 Yes 

I 
, 

~ I Yes 
r Present at Exn · Yes 

180,m , Ves 

ADDITIONAL BHe, REVIEWED 
RSSD ID Off"t.? (YIN) Sep~~a~tPt? BOPECIFM Risk Assmt? (YIN) Name and locallon 

YIN 

ADDITIONAL NONBANK, REVIEWED 
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