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Forward Looking Statements

This document contains certain forward-looking statements. Citigroup cautions readers that no forward looking

statement is a guarantee of future performance. Cit i gr oupds actual results may di ff
any forward-l ooki ng statements, which are i nfle xmdiattdt b g ipveottr edtsd
Afesti,Mmantagg 0 i n,cfirmeaays efol ,uacntdu astiendi | ar expressions, or future

Afshoiwddydmaed fAcoul do

Any forward-l ooki ng statements are based on managementdds curr
uncertainties including, but not limited to: levels of activity and volatility in the capital markets, global economic and
business conditions, including the level of interest rates and exchange rates, the credit environment, unemployment

rates, and political and regulatory developments in the U.S. and around the world, as well as the outcome of legal,
regulatory and other proceedings.

For a more detailed discussion of potent 2620 Annual Réportf Exaepto r s ,
as required by any competent regulator or applicable law, Citigroup expressly disclaims any obligation or undertaking

to release publicly any updates or revisions to any forward-looking statements contained in this document to reflect any
change in Citigroup6s expe aychange meventswdonditionsroecyamstancestoewhielh o o
any such statement is based. The reader should, however, consult any additional disclosures that Citigroup has made

or may make in documents it has filed or may file with the SEC, including Citigroup 6 s 20 Zrthual Report and CHIL &

C E P 6 20 finahcial statements.
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Introduction

Citibank Holdings Ireland Limited (CHIL), which is a wholly-owned subsidiary of Citigroup Inc., is the parent
of Citidos principal Eur opeanl cba(hkb l)g, etnagdettyherCifiG bl
specified. CEP is recognised as being an integral part of the Citi network, both regionally and globally as a

Material Legal Entity.

The core activities of CEP comprise the Institutional Clients Group (ICG) with Markets and Securities Services
and Banking businesses. The activities in Banking comprise Treasury and Trade Solutions (TTS), corporate
and commercial lending and private banking services.

custody and asset servicing to these clients and International Central
CEP is authorised by the Central Bank of Ireland (CBI) and, as a Securities Depositories (ICSDs).
significant European financial institution, falls under the Single
Supervisory Mechanism (SSM). CEP being designated as an Other
Systemically Important Institutions (O-Sll) is overseen by European
Central Bank (ECB). Supervision is performed by a Joint Supervisory The CEP Banking business supports Institutional Clients Group (ICG)
Team (JST), comprised of both the ECB and the CBI. client financing and other activiti
CEP has a long term single AAO r at iglnbgl network.eLqcalibankelseprotide aosnpréhgnaive delatoyshipa | |
three primary Credit Rating Agencies. coverage to ensure the best possible service and responsiveness to
clients. CEP is the primary bank for clients based in EEA. In certain
As at 31 December 2020, CEP has 10,500 employees across 22 countries tax and/or regulatory reasons are an additional factor that
European jurisdictions and is Cit i gdricsdiedtstopebiokedonCeM. Eur opean banking
subsidiary, providing services to Citibdos clients who require or wish
transact via an EU licensed bank. CEPG6s corporate banking business br
Public Sector and Financial Institutions spanning across all Industries.
CHe Primary fecusfisitoconer the largesi European@ulinationd! ard t
iRediuadralMa€Ckeest ando$dceurintgi eCd t i 6s ¢

Corporate and Commercial Banking

The principal products offered by
goups. CEPO6s key business segments

Services (MSS), Corporate Banking, Treasury and Trade Solutions
(TTS), and Private Banking. These businesses service a wide range
of target market clients including financial institutions, fund managers,
governments, public sector clients, large local and multinational
corporations, and high net worth individuals.

Markets

The Markets business activities in CEP consist of Foreign Exchange
Sales and Trading, Interest Rate products, Markets Treasury, Spread
Products and Margin Lending businesses.

One of the primary purposes for CEP Markets business activities is to
support the clientsd need to
Markets activities conducted on CEP has been broadened as part of

financial products.

CEPOs commerci al banking busi
Central and Eastern European cluster (CE5) and services Small to
Medium sized Enterprises (SME) and Middle Market Enterprises
(MME) clients.

Treasury & Trade Solutions

The TTS business provides integrated Treasury (primarily Cash
Management) Solutions and Trade Solutions to multinational
corporations, Financial Institutions and Public Sector organizations
across the globe. With the ind

c onduc Higitd Bl ImBHAES éhabRd plaffcings, thold -andTaRaytics, wndtite
global network reach.

execution of CEP6s Brexit strat

Custody and Funds Services lssuer Services

CEP6s Custody and Funds Services b ulssus gevicesAgancy & Jrast (A&T), js @ @lobal Forporate grast
offerings: provider, offering agency, fiduciary and depository services. A&T

1  Global Fund Services (GFS): provides valuation, fund
accounting, investment administration and transfer agency
services to asset managers and operators or promoters of
Collective Investment Schemes (CIS).

M  CEP GFS: provides Fund Services in Ireland and
Luxembourg to funds predominantly domiciled within the
EU.

1 Depositary Services: provides Trustee, Custodial and
Depositary services to operators or promoters of EU-
regulated / domiciled Collective Investment Schemes.

M  Global Custody: provides settlement, safekeeping, and
asset servicing to Luxembourg based funds as well as
asset owners/ managers based in other jurisdictions.

Direct Custody and Clearing

Direct Custody and Clearing (DCC) provides asset servicing and
transaction functions primarily to intermediaries such as broker-
dealers, banks, fund managers, insurance companies and global
custodians (including Citi) through the proprietary network in over 60
markets globally. DCC provides securities settlement, clearing,

provides services to institutional clients who are raising, deploying or
mobilizing capital. Typical Corporate Trust clients include major
international and national-level corporations, financial institutions and
public sector / sovereign debt issuers, as well as the International
Central Securities Depositories (ICSD), investment banks, asset
managers, and stand-alone collateral managers.

Citi Private Bank (CPB)

Citi Private Bank provides an extensive range of services from
banking, custody and cash management to investment finance,
investment strategies, trust and specialized services to two client
segments:

1  Ultra-High Net Worth (UHNW) individuals (and their
associated structures (such as Trusts) with investable
assets of $25 million or higher through CEP Luxembourg
branch and,

1 the Law Firm Group (LFG) comprised of partners and
employees of law firms and, through their Professional
Services Group (PSG)] the partners and employees of
accountancy, consulting, asset management and executive
recruitment on CEP UK branch

Pillar 3 Disclosures December 2020 5
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Overview of Pillar 3 Disclosures

The Capital Requirements Directive (CRD |V) package, which came
into effect on 1 January 2014 and implements the provisions of the
Basel Capital Accord in the European Union (EU), mandates a
framework of capital adequacy regulation for banks and investment
firms incorporating three distinct pillars:

Pillar 1 prescribes the minimum capital requirements for
such firms
Pillar 2 addresses the associated supervisory review

process; and,
Pillar 3 specifies further public disclosure requirements in
respect of their capital and risk profile.

The Pillar 3 disclosures complement both the group level materials
included in the Citigroup Annual Report, and CHIL a n d
2020 financial statements. The basis of the disclosure for CHIL and
CEP, is on a consolidated basis.

These disclosures are made in accordance with Part 8 of the Capital
Requirements Regulation (CRR) within the CRD IV package. In
addition, we have implemented the European Banking Authority
(EBA) final guidelines on revised Pillar 3 disclosures
(EBA/GL/2016/11), amended in June 2017, which bring into force the
disclosure of new quantitative tables to further enhance comparability
and consistency across the industry.

The following disclosures have been made purely for explaining the
basis on which CEP has prepared and disclosed information about
capital requirements and the management of certain risks and for no
other purpose. They do not constitute any form of financial statement
and must not be relied upon in making any investment or judgement
on the entity

Scope

I'n accordance with Pillar 3 regq
Pillar 3 disclosures include CRD IV capital requirements and
resources, capital ratios, credit risk, market risk, operational risk,
liquidity risk, leverage ratio, non-trading book exposures,
securitisation activity, encumbered /unencumbered assets and
remuneration disclosures.

Some of the areas covered are alsodeal t wi t hi n
Annual Financial Statements 31 December 2020. In other areas, more
detail is provided in these Pillar 3 disclosures. For instance, the
section on capital requirements includes additional information on the
amount of capital held against various risks and exposure classes,
and the section on capital resources provides details on the
composition of CHIL6s and CEPOGs
of accounting equity to regulatory capital.

It should be noted that while some quantitative information in this
document is based on financi al
Annual Report 31 December 2020, other quantitative data is sourced
from prudential returns and is calculated according to regulatory
requirements.

Frequency of disclosure

CEP publishes Pillar 3 disclosures semi-annually, with a more
comprehensive disclosure on an annual basis in line with the CRR
and EBA requirements. CEP publishes its Pillar 3 disclosures at
https://www.citigroup.com/citi/investor/reg.htm

Quantitative Disclosure

Where not relevant to the activities of CEP, specific rows and columns
have been deleted from tables. Tables may not sum due to rounding.

CEPOGs

u

CHI

Any information deemed as immaterial, proprietary and confidential to
CEP has been omitted.

Details of disclosures omitted can be found in Appendix 2.
Policy and Verification

In accordance with Article 431 (3) of the Capital Requirement
Regul ati on (CRR), CEPO&6s Pillar
Citi EU Pillar 3 Standard, which outlines the principles and minimum
standards to be applied when developing a set of Pillar 3 disclosures
for legal entities within the EU regulatory framework. The firm
operates within a framework of internal controls and procedures for
assessing the appropriateness of this disclosure.

CEPO6s Pillar 3 document is subject
and has been reviewed by appropriate senior management within the

o Wiance, Risk, Treasury and HR functions. The document was

reviewed by the CEP Executive Committee and the CEP Audit
Committee; and was approved by the CEP & CHIL Board of Directors.

irements, the scope covered by CEPOG6s
L6s and CEPO&s

own funds as well as a reconciliation
data contained in CHIL6s and CEPOs
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Regulatory Outlook

Emergence of COVID -19

The Covid-19 pandemic has had a significant impact on the economy
and global regulators have responded with a range of measures to
support firms through this period. Regulatory updates are still evolving
and they vary by jurisdiction. The responses include reductions in
countercyclical capital buffers, clarifications on the use of capital
buffers, prudential valuation adjustment relief and proposed revisions
to the securitisation framework and associated amendments to the
CRR. In addition, a 'CRR Quick Fix' package was enacted in the EU
in June 2020, making amendments to the regulatory framework.
These measures are intended to help firms to mitigate the economic
impacts of the pandemic on their businesses and to allow them to
continue to lend to the wider economy.

Basel Reforms

CEP will be impacted by a number of regulatory rule changes
introduced by the Basel Committee on Banking Supervision (BCBS)
and other standard setters that have been legislated for in Europe by
CRR Il /CRD V.

Key elements in CRR Il include changes to Counterparty Credit Risk
(SA-CCR), the Large Exposures framework, the Leverage Ratio, Net
Stable Funding Ratio (NSFR), Minimum Requirements for Own Funds
and Eligible Liabilities (MREL) and The Fundamental Review of the
Trading Book (FRTB).

CRR Il / CRD V (the CRD V package) was published in the Official
Journal of the EU in June 2019. The majority of the package applies
two years later, however some applied immediately following the entry
into force, such as MREL, whilst other provisions have a longer
implementation period, such as elements of FRTB.

Minimum Requirements for Own Funds and Eligible Liabilities
(MREL)

MREL is a requirement for firms to maintain a minimum amount of
loss-absorbing resources over and above the own funds
requirements. MREL resources can take the form of regulatory capital
(own funds) and certain types of liabilities (eligible liabilities) that will
be written down and/or converted to equity if a firm is likely to fail.

Fundamental Review of the Trading Book (FRTB)

FRTB represents a comprehensive revision of the market risk rules,
including revisions to both the standardised and the internal models
approaches. It introduces risk sensitivity into the standardised
approach and equips it to act as a credible alternative to internal
models. The revised internal models approach applies the model
approval process at a desk, rather than company, level and uses an
expected shortfall measure, rather than VaR, to quantify market risk
requirements. FRTB also reduces the scope for inconsistent
application of the boundary between the trading book and non-trading
books. The rules require firms to capture and utilise a significantly
increased amount of data and processing capability in order to
calculate the capital requirements. CRR Il introduces many of the
rules for FRTB, however, it maintains the existing market risk
framework as this remains the basis for calculating market risk
requirements. FRTB will become the binding requirement according
to a timeline to be determined in CRR III.

The Standardised Approach for Measuring Counterparty Credit
Risk Exposures (SA-CCR)

In 2014, the Basel committee published the final framework for SA-
CCR. This approach replaces the Current Exposure Method (CEM)
and addresses historical deficiencies by distinguishing between
bilateral and cleared trades, margined and unmargined transactions,
allowing better reflection of netting, hedging and collateral benefits.

The Large Exposures framework

The capital that can be considered for the purposes of large
exposures will be limited to Tier 1 capital only, a change from the
previous 'eligible capital' which was inclusive of Tier 2 capital. The
introduction of SA-CCR further impacts the large exposures as the
use of internal models is no longer permitted for calculating the
exposure value used in the large exposures framework.

The Leverage Ratio

CRR Il imposes a binding requirement for institutions to maintain a
leverage ratio of at least 3% effective 1 January 2022. Additionally,
leverage exposures are also subject to calculation under SA-CRR.

Net Stable Funding Ratio (NSFR)

NSFR rules were finalised and published in the EU as part of the CRD
V package. CEP is required to comply with the CRR Il NSFR
requirements from July 2021 that also includes the binding
requirement of maintaining a ratio of at least 100% at both solo and
consolidated levels.

NSFR is the minimum amount of required stable funding firms must
maintain based on the liquidity, residual maturity and counterparty of
the assets over one year time horizon. The ratio is calculated as
available stable funding (ASF) over required stable funding (RSF)
taking into account the accounting value of assets, liabilities, off-
balance sheet items and regulatory capital.

CRR IIl/ CRD VI

A further proposal to revise the CRR (known as CRR llI) is expected
to be published by the European Commission in 2021. This will
incorporate other changes proposed by the BCBS such as a new
Standardised Approach to Credit Risk (SA-CR), a new Credit
Valuation Adjustment (CVA) framework, revisions to the approach to
Securities Financing Transactions, further elements of FRTB, the
Output Floor and a new Standardised Approach to Operational.

Climate Change

Climate change presents immediate and long-term risks to Citi and to
its clients and customers, with the risks expected to increase over
time. Climate risk refers to the risk of loss arising from climate change
and is divided into physical risk and transition risk.

1  Physical risk considers how chronic and acute climate
change (e.g., increased storms, drought, fires, floods) can
directly damage physical assets (e.g., real estate, crops) or
otherwise impact their value or productivity.

I  Transition risk considers how changes in policy,
technology, and market preference to address climate
change (e.g., carbon price policies, power generation shifts
from fossil fuels to renewable energy) can lead to changes
in the value of assets, commodities and companies.

Climate risk is an overarching risk that can act as a driver of other
types of risk in the Citi risk taxonomy, such as credit risk from obligors
exposed to high climate risk, reputation risk from increased
stakeholder concerns about financing high carbon industries, and
operational risk from physical

Citi currently identifies climateriskasan e mer gi ng
governance framework. Emerging risks are risks or thematic issues
that are either new to the landscape, or in the case of climate risk,
existing risks that are rapidly changing or evolving in an escalating
fashion, which are difficult to assess due to limited data or other
uncertainties. With the increased importance and focus on climate
risk, Citi has continued to expand its governance of climate risk and
integrate climate considerations into the priorities of Citigroup& and
C E P 8aard of Directors and senior management.
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Citi manages and mitigates the credit and reputation risks from

climate change through a number of internal initiatives, including Cit.i
Environmental and Social Risk Management (ESRM) Policy. First

established in 2003, t he réad&RakditPol i cy i s part of Citidés b

risk management policy and is applicable to all Citi entities globally.

The ESRM Policy provides the framework for how Citi identifies,

mitigates, and manages the potential environmental and social risks

(including climate risks)associ ated with clientsd activities that could
lead to credit or reputation risks to the firm. It guides how Citi

evaluates lending, underwriting and advisory in environmentally

sensitive and/or high-carbon sectors, and presents opportunities for

Citi to engage clients on solutions to thematic risks.

Citidos ESRM Policy covers |l ending and underwriting with identified use
of proceeds directed to physical assets and activities, as well as

sector standards for corporate relationships in higher-risk sectors,

including carbon-intensive sectors.

Citi has also made climate risk one of the three key pillars of its 2025
Sustainable Progress Strategy. Under this pillar, Citi intends to
measure, manage and reduce the climate risk and impact of its client
portfolios and enhance its Taskforce on Climate-Related Financial
Disclosures (TCFD) implementation and disclosure through policy
development, portfolio analysis and client engagement. In December
2020, Citi released its second report detailing its implementation of
the TCFD recommendations: Finance for a Climate-Resilient Future
II. In this report, Citi discusses its implementation of the TCFD
recommendations, and Citi's recent pilot testing of climate scenario
analyses to assess climate-related impacts and risks in specific
sectors, spanning both transition and physical climate risks. Climate
data is still improving in terms of its accessibility and reliability, and
the industry and Citi continue to develop better methodological
approaches towards assessing climate change impacts. Nonetheless,
Citi expects to integrate more quantitative analysis of climate risks into
credit assessments in the future and to quantify the carbon emissions
associated with its client portfolios. Additionally, Citi continues to
participate in financial industry collaborations to develop and pilot new
methodologies and approaches for measuring and assessing the
potential financial risks of climate change. Citi is also closely
monitoring regulatory developments on climate risk and sustainable
finance, and actively engaging with regulators on these topics.

As Ci t i 6 sEuropaanankp @HP is currently beginning the
implementation of regulatory requirements and expectations.
European supervisors have been active in codifying regulatory
expectations on ESG risks, including climate risk, into guidance. Two
recently published guides are in the process of being implemented by
CEP and used to embed climate risk management (EBA Guidelines
on Loan Origination and Monitoring and ECB guide in climate-related
and environmental risks).

CEP has performed a self-assessment on practices against the
supervisory expectations as set out in the ECB guide on climate-
related and environmental risks. The self-assessment formed the
basi s for CE P 6 s lansnfiorh 02&2023aand then p
establishment of an ESG Working Group and ESG Steering Group.
Detailed planning is underway to integrate these risks into strategy,
governance, risk appetite, risk management and disclosures, in
preparation for a supervisory revi e w o f CEPOs practices and SSM
Climate Risk Stress Test, in 2022. CEP is also preparing to implement
upcoming EU Taxonomy Regulation and the non-financial disclosure
report (NFDR) on which it is based,

Following the publication of the EBA Guidelines on Loan Origination

and Monitoring, CEP has developed the ESG Factors Credit

Assessment Procedure which includes in its credit-decision process

the assessment of borrowerd6s exposure to ESG factors including
climate risk. This procedure will be effective from 15t July 2021.
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Table 1: KM1- Key Metrics for CEP 2020 all quarters & 31 December 2019

31 December 30 September 30 June 31 March 31 December
2020 2020 2020 2020 2019
Available capital a mil a mil a mil a mil a mil
Common Equity Tier 1 (CET1) 8,435 8,134 8,557 9,035 8,886
Tier 1 8,435 8,134 8,557 9,035 8,886
Total capital 8,435 8,134 8,557 9,035 8,886
Risk-weighted assets
Total risk-weighted assets (RWA) 42,028 42,025 43,128 43,764 39,579
Risk-based capital ratios as a percentage of RWA
Common Equity Tier 1 ratio (%) 20.07% 19.36% 19.84% 20.64% 22.45%
Tier 1 ratio (%) 20.07% 19.36% 19.84% 20.64% 22.45%
Total capital ratio (%) 20.07% 19.36% 19.84% 20.64% 22.45%
Additional CET1 buffer requirements as a percentage of RWA
Capital conservation buffer requirement (%) 2.50% 2.50% 2.50% 2.50% 2.50%
Countercyclical buffer requirement (%) 0.04% 0.04% 0.05% 0.18% 0.36%
Bank G-SIB and/or D-SIB additional requirements (%) 0.00% 0.00% 0.25% 0.25% 0.00%
Total of bank CET1 specific buffer requirements (%) 2.54% 2.54% 2.80% 2.93% 2.86%
CET1 available after meeting the bank's minimum capital 12.07% 11.36% 11.84% 12.64% 14.45%
requirements (%) *
Basel Ill Leverage Ratio 2
Total Basel Il leverage ratio measure 84,213 82,736 87,960 87,225 79,457
Basel Il leverage ratio (%) 10.02% 9.83% 9.73% 10.36% 11.18%
Liquidity Coverage Ratio 8
Total HQLA 22,738 21,116 22,430 20,874 21,828
Total net cash outflow 16,379 15,213 16,612 15,550 15,760
LCR ratio (%) 138.83% 138.80% 135.02% 134.24% 138.50%
Net Stable Funding Ratio
Total available stable funding 23,015 22,943 24,966 25,505 25,936
Total required stable funding 20,246 19,895 21,464 24,166 22,459
NSFR ratio (%) 113.68% 115.32% 116.30% 105.50% 115.48%
Table 2: KM1- Key Metrics for CHIL 2020 all quarters & 31 December 2019
31 December 30 September 30 June 31 March 31 December
2020 2020 2020 2020 2019

Available capital a mi |l a mil a mil a mil a mil
Common Equity Tier 1 (CET1) 8,445 8,145 8,568 9,046 8,897
Tier 1 8,445 8,145 8,568 9,046 8,897
Total capital 8,445 8,145 8,568 9,046 8,897
Risk-weighted assets
Total risk-weighted assets (RWA) 42,106 42,101 43,194 43,804 39,606
Risk-based capital ratios as a percentage of RWA
Common Equity Tier 1 ratio (%) 20.06% 19.35% 19.84% 20.65% 22.46%
Tier 1 ratio (%) 20.06% 19.35% 19.84% 20.65% 22.46%
Total capital ratio (%) 20.06% 19.35% 19.84% 20.65% 22.46%
Additional CET1 buffer requirements as a percentage of RWA
Capital conservation buffer requirement (%) 2.50% 2.50% 2.50% 2.50% 2.50%
Countercyclical buffer requirement (%) 0.04% 0.04% 0.05% 0.18% 0.36%
Bank G-SIB and/or D-SIB additional requirements (%) 0.00% 0.00% 0.25% 0.25% 0.00%
Total of bank CET1 specific buffer requirements (%) 2.54% 2.54% 2.80% 2.93% 2.86%
CET1 available after meeting the bank's minimum capital 12.06% 11.35% 11.84% 12.65% 14.46%
requirements (%) *
Basel Ill Leverage Ratio 2
Total Basel Il leverage ratio measure 84,290 82,809 87,900 87,263 79,477
Basel IIl leverage ratio (%) 10.02% 9.84% 9.75% 10.37% 11.19%
Liquidity Coverage Ratio 2
Total HQLA 22,738 21,116 22,430 20,874 21,828
Total net cash outflow 16,382 15,219 16,618 15,557 15,760
LCR ratio (%) 138.80% 138.74% 134.97% 134.18% 138.50%
Net Stable Funding Ratio
Total available stable funding 23,014 22,941 24,966 25,503 25,934
Total required stable funding 20,277 19,897 21,454 24,169 22,459
NSFR ratio (%) 113.50% 115.30% 116.40% 105.50% 115.47%

1 CEP has adopted IFRS 9 and the full impact is therefore the reported own funds, capital and leverage ratios.
2 Leverage ratio exposure is disclosed on a fully phased-in basis in accordance with the EU delegated act

CEPOs CE Getreasea toi2@07% as at 31 December 2020 (31 December 2019: 22.45%) driven by the following:

1  Adecrease in CETL1 capital of 4451 million due to a decrease in retained earnings and other reserves;
1  RWA increased by 02.5 billion, primarily due to increased Markets business activity as a result of Brexit changes.
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CEP Independent Risk Management Objectives and Policies

Risk Overview

To achieve its business strategy, CEP selectively takes risks.
The objective of CEPO6s risk man
risks associated wi t h CEPOGs
quantified, mitigated, communicated and are consistent wit h
commitment to the principle of Responsible Finance in accordance
with Citi standards.

The CEP Board of Directors (Board) considers that the risk
management systems in place, briefly outlined in the sections
following, are adequate with regard to CEP's profile and strategy.

Risk Governance & Reporting

CEP has a comprehensive risk governance framework in place to
provide oversight of CEPO6s mon
ensuring that the risk profile of CEP is well documented and managed.

Risk governance at CEP is cascaded through risk frameworks and
risk policies, which describe how CEP identifies, analyses, evaluates,
manages and monitors risk. This ensures transparent lines of
responsibility and accountability for the core governance processes
performed by CEP.

Risk management oversight is conducted at both Board and executive
level, supported by the workings of various committees. This includes
the Board Risk Committee (BRC), Board Audit Committee (BAC),
Remuneration Committee and Nomination Committee. It also
includes the Management Committees such as the Executive
Committee, Asset & Liability Committee (ALCO), Credit Committee,
Operating Committee, Operational Risk Committee, Outsourcing
Committee, Financial Crime Governance Committee and Product
Review Committee (PRC).

In the last quarter of 2020 the CEP Board of Directors approved a
revised risk governance structure. This involves the Credit Risk
Committee and the Market Risk Sub Committee being subsumed into
a new Risk Management Committee, and the Operational Risk
Committee being subsumed into a new Business Risk and Controls
Committee. These new Committees will be fully operational from
2021.

Enhancements in good governance are monitored on an ongoing
basis via interaction with peer institutions and benchmarking surveys,
reviewing emerging guidance from regulators and supervisory bodies
and reviewing Citigroup developments.

The Board has overall responsibility for CEP's risk strategy, including
Risk Appetite Limits. The BRC is a sub-committee of the Board and is
governed by Terms of Reference approved by the Board. The BRC
has responsibility for the oversight and advice to the Board on the
current risk exposures of CEP and future risk strategy. The BRC
monitors risk trends and reviews the level of resourcing and
capabilities required to ensure governance standards are met. The
BRC oversees Independent Risk Management and provides
recommendations to the Board on risk related matters. The BRC
convenes at least quarterly and in 2020 met on seven occasions.

Risk Mission

CEPO6s risk mission is to take i
without forsaking individual accountability. The management of risk is
the collective responsibility of all CEP employees.

The Board and senior management set the tone from the top and
cascade accountability and responsibility for risk management
throughout CEP. This ensures comprehensive risk dialogue among
senior management and provides crucial leadership and guidance
which enables senior management to make better risk and reward
trade-off decisions.

citi

st r at eogygnisation. e i
CEPOs

CEP has in addition a robust and sound remuneration strategy in

place, supported by effective employee compensation structures

balancing strategic goals and behaviour. The CEP remuneration

strategy promotes sound and effective risk management, and
agemeunppeysse@EP8stot eacage, tbhfetheves
dentified, understood,

Three Lines of Defence

Risk management in CEP follows the principle of the three lines of
defence model:

1 Each of CEPGO {Firdi Lisei oh Besesce)sowns and
manages the risks inherent in, or arising from, the business, and
is responsible for establishing and operating controls to mitigate
key risks, performing manager assessments of the design and
effectiveness of internal controls, and promoting a culture of
compliance and control;

Ptor h : %ESB‘S |macpeapgeenmdee n t(Se%Der néo%llﬁe?ehae)n ctio

comprising of Independent Risk Management and Independent
Compliance Risk Management set standards against which the
businesses and functions are required to manage and oversee
their risks, including compliance with applicable laws, regulatory
requirements, policies and standards of ethical conduct. These
functions are involved in identifying, measuring, monitoring, and
controlling aggregate risks, and are independent of front line
units; and,

1T CEPOGs I nt ernal (Thidd Line of Defente) o n
independently reviews the activities of the first two lines of
defence. This is undertaken based on a risk-based audit plan
and a methodology approved by the Audit Committee. Internal
Audit provides objective, reliable, valued and timely assurance
to the Board, senior management and regulators regarding the
effectiveness of governance, risk management, and controls
which mitigate current and evolving risks and enhance the
control culture within CEP.

Independent Risk Management

In pursuit of its mission, CEP Independent Risk Management acts as
a strong independent partner of the business to support effective risk
management across all risks to which CEP is exposed in a manner
consistent with CEPO6s risk appetite

CEP Independent Risk Management is an independent function
within the CEP legal vehicle. The CEP Chief Risk Officer (CRO)
reports directly to both the Citi EMEA CRO and the CEP CEO. The
CEP CRO has frequent, direct and independent access to the Board
and the BRC. CEP Independent Risk Management maintains
appropriate representation on all CEP management committees and
other governance fora as appropriate. The CRO reports on the risk
profile of the bank on an ongoing basis to the BRC and Board.

CEP aims to ensure that CEP Independent Risk Management
employees possess the appropriate expertise, stature, authority and
independence and are empowered to make decisions and escalate
issues.

Framework

Enterprise Risk Governance

nt el PEPghasip placs copprapengivg, docymepierisk magagempnt |
works an policies to support the management of the materia

risks identifying for its activities, and ensure accountability through its

three lines of defence model.

CEPO6s Enterprise Ri skisé@wveerchingmsk e Fr

governance framework, based on sound principles of good risk

governance and management and on guidance issued by regulatory

authorities. The Framework outlines the risk governance structure in

CEP, the core governance processes of the bank and the roles and

responsibilities.
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Formalised risk management frameworks by material risk type codify
the processes and practices involved in the management of risk in
CEP. The purpose of these risk frameworks is to clearly set out:

1 the principles of sound risk management for each material
risk type;

1 clear lines of authority and risk responsibility, including
roles and membership of both management and risk
committees, with the responsibility to monitor adherence to
frameworks and policies;

1 how the risk is governed under the three lines of defence
approach;

9 supporting policies and processes.
Core Risk Governance Pro cesses

Appropriate processes and tools are in place to manage, measure
and actively mitigate risks taken by CEP.

CEP Independent Risk Management ensures that key risks are
identified, managed, reported and monitored effectively by executing
the following processes:

CEP utilises scenario analyses, which are both dynamic and forward
looking. Scenarios appropriately impact all material risk types and risk
factors and specific vulnerabilities relevant to CEP.

Reverse stress testing is used by CEP to assess its business model
vulnerabilities and is appropriate to the nature, size and complexity of
its business and the risks it bears.

Risk Monitoring & Reporting

CEP Independent Risk Management complete ongoing monitoring of
the risk environment which enables a comprehensive set of reports to
be produced. These reports ensure Management, relevant
Committees and the Board appropriately assess and understand the
key risks facing CEP:

1  Detailed reports on Risk exposures covering all material
risks are sent to the BRC and Board at each sitting;

1  Transparent, and rigorous reporting on exposures and
concentrations by risk area are sent to Risk Committees;
and,

Monthly adherence to CEP RAS reports are sent to Management to
ensure that CEP risk taking remains consistent with the limits set by

i CEP6s Material Risk Identificatthe€CrPEO®dI Assessment Process

which identifies and assesses risk exposures,
concentrations and positions, both quantitative and
qualitative, identified as the most significant risks to CEP,
and how these risks are monitored and mitigated;

1  Assess and challenge the CEP 3-Year Strategic Plan and
provide a report outlining the results of that challenge to the
Board on an annual basis;

1  Enable Board review and approval of the CEP Risk Appetite
Statement on an annual basis, This articulates the amount
of risk which the Board is prepared to tolerate in pursuit of
its strategy;

1  Adopt Policies that establish standards, risk limits, and
policy adherence processes;

9 Stress testing and ensuring appropriate shocks and models

are used to assess CEPO6s mater.i

1  Documenting an annual, Board-approved Risk Plan which
outlines key deliverables which support and enhance risk
management. Progress against the plan is tracked and
reported to the BRC on an ongoing basis; and,

1 The CEP branch network and reporting lines to ensure all
branches are operating in line with the CEP Enterprise Risk
Governance Framework.

Stress Testing

CEP uses a global Citi risk reporting system to monitor credit and
market risk exposure. CEP uses both systems and processes to
monitor operational risk, the output of which is consolidated to provide
an operational risk profile.

Further information on the scope and nature of risk monitoring &
reporting is provided in the following sections dedicated to individual
risk areas Credit Risk, Market Risk, Liquidity Risk and Operational
Risk.

al risks;

I'n CEP, stress testing is integrated into CEPO6s risk management

processes and supports business decisions and processes including
strategic decisions.

The stress test programme:

9 Supports bottom-up and top-down stress testing, including
reverse stress-testing;

T Is a flexible platform that enables modelling of a wide
variety of stress tests across business lines and risk types;

1  Draws data from across the organisation, as needed; and,
1  Enables intervention to adjust assumptions.
Sensitivity analysis supports ongoing risk monitoring by risk teams as

appropriate. It is performed at regular intervals dependent on internal
and regulatory requirements.
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Risk Profile and Risk Appetite

For 2020, CEP identified the following risks as being material to its business:

Material Risk ' Definition

Credit Risk Risk to earnings or capital from a borrower failing to meet the terms of any contract

. . Risk of failed internal processes or systems, human errors or misconduct or adverse external
Operational Risk

events
Risk of loss arising from violations of, or non-conformance with, local, national, or cross-
Compliance Risk border laws, rules, or regulations, our own internal policies and procedures, or relevant

standards of conduct

Liquidity Risk Risk of inability to fund assets and meet obligations as they come due at a reasonable cost

Risk due to adverse movements in market rates or prices, such as interest rates and equity
prices

Risk resulting from adverse business decisions, inappropriate business plans, ineffective
Strategic Risk business strategy execution, or the failure to respond to changes in the macro- economic
environment.

Threat or danger to the good name or standing of the entity vis-a-vis customers, shareholders
or other stakeholders

Risk of loss due to Credit or Liquidity risk exposure to affiliated entities within Citi. Inter-Affiliate
Risk also captures the potential Operational Risk (including Execution risk) due to
dependence on major Citi-wide Programs covering remediation, transformation and strategic
development.

Market Risk (incl IRRBB)

Reputational Risk

Inter-Affiliate Risk

Risk Profile Risk Appetite

CEP8s strategy, approved annually bCBfEP ﬁag' aedefﬁe% "T-liirsdeppetfte,saIigﬂer(j Eoiblfsiﬂelssas{ra?eay. fﬁé th

r(?sgelct o target markets _and cfht(;nts anld'lncludels ?n outlopk on th? Risk Appetite Statement formally articulates the levels and types of
global economy, an overview of the evolving regulatory environment, risk that the Board is willing to accept, or avoid, in order to achieve

and a view on the competitive landscape. The overall strategic C E B &strategic objectives. It includes qualitative statements with

_?bjecm;elof %EIP IS dtp generatt_e slustalnabl_e earnl(rj]gstwhlIi_prqtectmg associated Risk Review Thresholds, and quantitative statements with
Its capital and liquidity, proactively managing product positioning an associated Risk Limits. It aims to support business growth whilst

driving client led innovation. restricting any excessiveskapmofteu mul at

CEPO6s strategy is therefore f ocuseq.hgnRiogﬁ i/&”ﬁ&étnigt & e§tuartnesme"¥1itt "\is” the
targeted Board-approved Risk Appetite Statement to maintain its and is core in aligning overall corporate strategy, capital allocation,

strong capital and funding position. and risk. It is embedded in CEPO6s c
and continuously monitored and revised, with Board approval at least

An overvi ewnamfemedtEoP Oredit Risk, Market Risk, annually or more frequently as required.

Liquidity Risk and Operational Risk is provided in the following

sections on these individual risk areas. I n l'ine with CEPOs business model ,

relatively stable, diversified and of high credit quality, key prudential
and risk profile metrics remain within limits set by the Board in the Risk
Appetite Statement. These key risk metrics associated with the risk
profile are provided in Table 1: KM1 for CEP and Table 2: KM1 for
CHIL.
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Credit Risk

Credit and Counterparty Risk Overview

Credit Risk

Credit risk is the potential for financial loss resulting from the failure of
a borrower or counterparty to honour its financial or contractual
obligations. Concentration risk, within credit risk, is the risk associated
with having credit exposure concentrated within a specific client,
industry, region or other category.

Credit risk in CEP arises from on-balance sheet and off-balance sheet
items, mainly through exposures to large corporates, financial
institutions, and governments along with inter-company affiliates, and
predominantly through Wholesale Credit Risk and Available for Sale
(AFS) exposure. CEP has limited retail exposure through Consumer
and Private Banking.

Wholesale Credit Risk exposure is comprised of direct risk, contingent
risk and clearing risk.

Typical financial reporting categories that include wholesale
exposures are deposits with banks, debt securities held-to-maturity,
loans and off-balance sheet commitments such as unused
commitments to lend and letters of credit.

Available For Sale (AFS) assets are those financial assets that are
designated as available for sale or are not classified as loans and
receivables, held-to-maturity investments or financial assets at fair
value through profit or loss.

Consumer and Private Banking is comprised of Cards & Personal
Instalment Loans (PIL). The consumer PIL portfolio includes all types
of loans provided to individuals i secured or unsecured,
term/instalment or revolving, and direct or indirect.

Credit risk also arises from settlement and clearing activities, when
CEP transfers an asset in advance of receiving its counter-value or
advances funds to settle a transaction on behalf of a client.
Counterparty Risk

Counterparty risk is the risk arising from the possibility that the
counterparty could default before the settlement of a transaction,
without fulfilling its financial obligation.

Counterparty credit risk for CEP is small. It arises as a result of sales
and trading business activities including:

1  Capital Markets OTC (Over-the-Counter) Derivatives;

such as
repurchase

9 Securities Financing Transactions (SFT)
repurchase agreements and reverse
transactions; and,

1  Settlement Exposure.

Quantitative Credit, Credit Concentration and Counterparty Risk
related disclosures made in accordance with the CRR requirement
and the EBA final guidelines on revised Pillar 3 disclosures are
provided in the Quantitative Disclosures of Credit Risk Profile and
Credit Risk Mitigation section.

Credit Risk Governance and Reporting

CEP manages credit risk on a day-to-day basis through a three lines
of defence approach.

The first line of defence in CEP are involved in acquiring and
evaluating applications for lines of credit, along with conducting
regular (at least annual) assessments and evaluations of material
obligors.

citi

Responsibility for oversight and challenge of these risks sits with
I ndependent Ri sk Management | ed
Risk reports to the CEP CRO. The Credit Risk Management function
reports to the Head of Credit Risk and is responsible for approving
credit lines and exposures in line with delegated approval authority
limits set out in the CEP Credit Management Policy, and for ongoing
monitoring and reporting on credit risk exposures and trends including
portfolio and delinquency based monitoring and management.

The CEP Board has the ultimate responsibility for ensuring that there
is an appropriate credit risk management framework in place. Credit
risk governance is provided by the Board, BRC, Executive Committee,
Risk Management Committee and Product Review Committee.

The Board is also responsible f
credit risk.

The Remedial Management function, which reports to the Head of
Credit Risk, evaluates and determines obligors deemed non-
performing in l'ine with CEPOGs
assesses higher risk and non-performing cases on a quarterly basis
for loan loss provisioning on a discounted cash flow basis, and takes
the necessary remedial actions to manage clients or exposures in
financial difficulty where possible and otherwise minimise losses to
CEP.

CEP has a dedicated Fundamental Credit Risk function which reports
to the CRO and which is responsible for providing independent
assurance on credit risk by monitoring adherence to the CEP Credit
Risk Management Framework, associated credit policies and
applicable regulations.

Credit ri sk l'imits for CEP are
Fr ame wo r kRisk @aadyénmsent Committee sets more granular
level exposure and concentration limits in the context of Board Risk
Appetite Statement limits.

CEP Risk Management monitor the Credit Risk profile on an ongoing
basis and ensure detailed reports are sent to the Risk Management
Committee and the BRC/Board on the Credit risk portfolio which also
outline adherence to agreed limits.

Credit and Counterparty Risk Management

CEP has adopted sound principles for the management of credit risk
informed by regulatory guidance and Group practices. These key
principles on which CEP bases its Credit Risk Management
Framework are:

1 CEP has an appropriate credit risk management
environment;

1  CEP operates sound credit granting, credit measurement,
and credit monitoring processes;

1 CEP monitors asset quality and maintains appropriate
provisions for bad and doubtful debts;

1 CEP maintains adequate controls over credit risk and
appropriate disclosures; and,

1  Credit risk is also comprehensively assessed from a Risk
Capital and Stress Loss perspective.

Credit risk is deemed a material risk to CEP and is captured as part
of CEPO6s approved Risk Appetite

CEP uses the global CitiRisk transaction and exposure processing

system to manage credit exposure to its wholesale obligors and
counterparties such as:
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1  Extension of Credit;
1  Collateral Management; and,
1  Exposure Monitoring.
Methodology Used to Assign Credit Limits
The process for approving a credit risk exposure limit is guided by:
9 core credit policies;
M procedures and standards;
1  experience and judgment of credit risk professionals; and,
1  the amount of exposure at risk.

The process also applies to all counterparty credit risk products - OTC
derivative contracts, repo-style transactions and eligible margin loans.
The process includes the determination of maximum potential
exposure after recognition of netting agreements and collateral as
appropriate.

While internal ratings are the starting point in establishing credit
assessments, a range of factors, such as quality of management and
strategy, nature of industry, and regulatory environment, among
others, are also taken into consideration for obligor limits and approval
levels. Exposure to credit risk on derivatives is also impacted by
market volatility, which may impair the ability of clients to satisfy their
obligations to CEP. Credit risk analysts conduct daily monitoring
versus limits and any issues are escalated to credit officers and
business management as appropriate.

Stress Testing

Stress Testing is performed on expected credit losses conditional on
a given macroeconomic scenario, and includes the projection of credit
losses for all facilities in the credit risk portfolio and all businesses.
CEP Independent Risk Management, in conjunction with the
businesses, develops stress scenarios, reviews the output of periodic
stress testing exercises and uses the information to make judgements
as to the ongoing appropriateness of exposure levels and limits.

Credit and Counterparty Risk
Measurement

Credit Risk Regulatory Capital Requirement

CEP has adopted the Standardised Approach for calculating credit
risk and counterparty risk capital requirements, which is based on
ratings from External Credit Assessment Institutions. Credit
exposures are assigned a risk weighting based on the external credit
rating of the counterparty to arrive at a risk adjusted or Risk Weighted
Asset (RWA). Risk weights reduce with increasing credit quality of the
obligor.

For off-balance sheet items, a Credit Conversion Factor (CRR, Art
111) is used to transform the nominal value into an exposure-at-
default.

For all on-balance sheet items, the exposure value is measured as
the on-balance sheet carrying, or accounting value.

For OTC Derivatives, CEP uses the Current Exposure Method (CEM)
approach to  measure the replacement cost  within
a derivative contract in the case of a counterparty default. CEM
assigns to each transaction a regulatory stipulated exposure based
on the mark-to-market value and a measure of potential future
exposure which is a percentage of notional exposure driven by
residual maturity and the type of contract, i.e. interest rate, equities
etc.

1 Capital Requirements Regulation

citi

CEP leverages the Financial Collateral Comprehensive Method
(CRR?, Article 223) to determine the appropriate haircuts for liquid and
marketable collateral, and in doing so, calculate a net exposure-at-
default (e.g. for SFTs).

Where appropriate for SFT and OTC derivatives, netting and collateral
may be recognised as credit risk mitigants provided that they meet
certain eligibility criteria.

For clarity, sovereign bond holdings in AFS are risk-weighted per
CRR, Art 114(2).

Internal Credit Risk Capital Assessment

Wholesale Credit Risk is assessed using a Monte Carlo simulation
model that estimates defaults and economic losses during a 1-year
time horizon. The model estimates a range of loss scenarios based
on simulated distributions for Probabilities of Default (PD), Loss Given
Defaults (LGD), facility usage/Exposure at Default (EAD) and credit
rating migration loss estimates. The model also captures correlated
movements in credit spreads to infer price movements on AFS
holdings from downgrades. The internal risk capital assessment for
credit risk also considers both Single Name and Sectorial Credit
Concentration risk.

From an internal risk capital perspective, counterparty exposures that
do not require Credit Valuation Adjustment (CVA) treatment are
included in the wholesale credit risk capital model.

Credit and Counterparty Risk Mitigation

Credit risk mitigation is of vital importance to CEP in the effective
management of its counterparty and credit risk exposures. Netting
agreements, collateral and other techniques have a material
beneficial impact on the level of such risks borne by the organisation.
CEPOs <credit rotess&s amnigdvarngdahly iCBPncredit
risk management policies.

Five types of collateral are recognized within CEP: cash, securities,
financial assets, real estate and physical assets.

CEPO6s core principles of coll at

1  Documentation;

1  Legal enforceability;
1  Valuation; and,

i  Collateral control.

These core principles are designed to ensure that the risks associated
with the value and liquidity of collateral being held in support of a
facility are fully understood and documented and that they form part
of the approval of the facility.

Collateral received is subject to continuous monitoring. This includes
establishing the legal enforceability of the collateral and ensuring it is
valued regularly.

CEP has processes and procedures in place to ensure that
appropriate information is available to support the collateral process,
including timely and accurate information relating to margin calls,
though this process is required for only a very small number of
customers. Key to the process is a daily credit exposure report as well
as reports identifying counterparties that have not met their
requirement for additional collateral to satisfy specified initial margin
amount and variation margin thresholds. In addition, there is firm wide
risk reporting of counterparty exposures at an individual and an
aggregated level.
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Quantitative collateral related disclosures in line with the CRR
requirements and the EBA Guidelines (EBA/GL/2016/11) are
provided in section the Quantitative Disclosures of Credit Risk Profile
and Credit Risk Mitigation.

Credit Risk

Generally, in consultation with legal counsel, CEP determines
whether collateral documentation is legally enforceable and gives
CEP the right to liquidate or take possession of collateral in a timely
manner in the event of the default, insolvency, bankruptcy or other
defined credit event of the obligor.

Collateral is defined as pledged, transferred, and other secured
assets that achieve enforceable security interests. For all collateral,
CEP will have a perfected lien and the legal ability to gain possession
of collateral if required.

In addition, CEP leverages from legal guarantee(s) provided by an
affiliate of the obligor that will cover commercial risk and be legally
enforceable. It constitutes one of the primary sources of repayment,
or one of the principal considerations in the decision to extend credit
if the support provider has the financial ability and willingness to meet
the obligations of the supported obligor without harming its own credit
ratings.

Valuation

Each CEP business sets appropriate loan-to-value ratios, loanable
values, or haircuts for each appropriate type of collateral involved, as
applicable:

M  Loan-to-value ratio: the ratio of a loan to the value of
posted collateral;

1 Loanable value: the most likely recovery value of the
collateral considering all potential resolution;

1  Haircut: the amount by which the market value of posted
collateral must exceed the cash advance or associated
exposure against the collateral.

The value of collateral is generally determined at inception and on an
ongoing basis per agreed methodology. In the case of the Insurance
Letters of Credit business
pricing for securities is generated on an automated daily basis based
upon publically available sources. The recoverability of collateral
instruments is reviewed on a regular basis during the term of a loan
as part of the credit review.

Collateral Concentrations

Apart from a concentration of cash and high grade liquid bonds such
as AAA Rated U.S. Treasury, OECD Government or U.S. Agency
bonds, there were no other material concentrations of collateral as at
31 December 2020.

Counterparty Risk

CEP adopts Citi policies and procedures in respect of the
management and governance of financial assets, including those
relating to the securing and valuing of collateral, utilised for the
purpose of mitigating the credit risk of OTC derivatives, repo-style
transactions and eligible margin loans.

Credit Reserve

Prior to quoting a price to a client for a derivatives transaction, CEP
checks with the relevant Credit Valuation Adjustment (CVA) desk for
a credit reserve charge which is offset against the profit and loss
account for the transaction.

Derivative Master Netting Agreements
Counterparty credit risk from derivatives is mitigated where possible
through netting agreements whereby derivative assets and liabilities

with the same counterparty can be offset. Off-balance sheet netting
and netting of collateral against exposure is permitted under approved

citi

(Al LOCS®

circumstances. CEP policy requires all netting arrangements to be
legally documented. ISDA (International Swaps and Derivative
Association) master agreement s ar e CEPOs
documenting OTC derivatives. The agreements provide the
contractual framework within which dealing activities across a full
range of OTC products are conducted and contractually binds both
parties to apply close-out netting across all outstanding transactions
covered by an agreement if either party defaults or other
predetermined events occur.

CEP considers the level of legal certainty regarding enforceability of
its offsetting rights under master netting agreements and credit
support annexes to be an important factor in its risk management
process.

Industry standard legal agreements combined with internal reviews
for legal enforceability are used to achieve a perfected security
interest in the collateral.

Primary Types of Collateral

Where CEP uses margining, cash collateral and security collateral in
the form of G10 (Group of Ten) government debt securities are
generally posted to secure the net open exposure of OTC derivative
transactions, at a counterparty level, whereby the receiving party is
free to co-mingle or re-hypothecate such collateral in the ordinary
course of business. Non-standard collateral, such as corporate
bonds, municipal bonds, U.S. agency securities and mortgage-
backed securities, may also be pledged as collateral for OTC
derivative transactions. Security collateral posted to open and
maintain a master netting agreement with a counterparty in the form
of cash and securities may from time to time be segregated in an
account at a third-party custodian pursuant to a tri-party account
control agreement.

Valuation

Collateral valuations are performed daily for SFTs and OTC
derivatives. Collateral haircuts may be applied in the form of
instrument margins and foreign exchange margins where appropriate.
With regards to instrument margins, the level of haircut is driven by
asset type and duration to maturity whereas a foreign exchange
margin arises when there is a currency mismatch between the credit
exposure and the collateral. CEP has sound and well managed
systems and procedures for requesting and promptly receiving
dditjopal, . cgllat - for tr il hase terms _require
&airﬂ‘gﬂa%’lcregof %rtzaéllétgr vlﬂjegg (ggt]¢> rs];\;!-:‘ui d t%r)ééhoﬁdeg LéIa:%
documented in the respective legal agreements.

Wrong Way Risk and Rating Downgrades
Wrong Way Risk

An integral aspect of portfolio management is overseeing
concentrations. Portfolio management is further complicated when
the assumption of independence between potential exposure and
potential default proves not to be true. The interdependence between
the exposure and any underlying collateral can exacerbate and
magnify the speed in which a portfolio deteriorates. For this reason, a
best practice of portfolio management includes an assessment of
correl atmeg way Awir ok s o .

For CEP, Insurance Letter of Credit (ILOC) products and SFTs
(reverse repos & securities borrowing), and OTC derivatives may
incur general wrong way risk. For ILOC facilities, obligors are not
permitted to post their own security as collateral, and therefore
specific wrong way risk is not applicable. For SFT counterparties,
national central banks for example, are allowed to post own collateral,
which incurs specific wrong way risk.

Should general and specific wrong way risk arise, where there is a
material correlation between the credit quality of the counterparty and
the value of the collateral, or any significant degree of dependence
between the risk to the counterparty and that of the collateral, then
this aspect of accounting for, managing, and reflecting both general
and specific wrong way risks could be reflected through the definition
of acceptable collateral, which ensures that the quality and liquidity
value of the collateral received is in excess of the credit extended, as
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well as identification and quantification metrics to ensure these risks
are managed and reflected.

Other aspects of wrong way risk are monitored by credit and other
analysis, such as the use of stress tests conducted on at least a bi-
annual basis for the ILOC product.

General wrong way risk will be applied for pledged securities within
the ILOC portfolio with the collateral comprising of securities and
cash.

General wrong way risk for SFTs/OTC trades will be applied to
transactions where the underlying and counterparty are from
institutions or governments domiciled in the same country (positive
correlation with general market factors).

Credit Risk Adjustments

From 1 January 2018, the IFRS 9 impairment standard applies to any
debt instruments measured at amortised cost or at fair value through
other comprehensive income and also to off balance sheet loan
commitments and financial guarantees. The guiding principle of the
expected credit loss (ECL) model is to reflect the general pattern of
deterioration or improvement in the credit quality of financial
instruments.

The amount of ECLs recognised as a loss allowance or provision
depends on the extent of credit deterioration since initial recognition
of the asset. The measurement of an ECL is primarily determined by
an assessment of the f i detaut¢PDhglbss
given default (LGD) and exposure at default (EAD) where the cash
shortfalls are discounted to the reporting date.

The ECL model is a three-Stage model under which financial assets
are classified in 3 stages depending on the extent of credit
deterioration. Stage 1 includes assets with no significant increase in
credit risk (SICR) since initial recognition. ECL is estimated over the
next 12 months of the asset; Stage 2 includes assets that have
experienced SICR since initial recognition, but the exposure is not yet
defaulted. ECL is estimated over the lifetime; and Stage 3 includes
assets deemed to be credit-impaired for which a credit loss has
already been suffered. ECL is estimated over the lifetime.

For a detailed description of CE P @ascounting policies and risk
management practices, pl ease r
f i nanci althe&EPsAanua Repoit rand Financial Statements
2020.

Definitions of Past Due and Impairment
Definitions of past due and impairment

Exposures are considered to be past due if material contractually
agreed payments of principal, interest or fee has not been paid at the
date it was due.

For overdrafts, days past due commence once an obligor has
breached an advised limit, has been advised a limit smaller than
current outstandings, or has drawn credit without authorisation and
the underlying amount is material. An advised limit comprises any
credit limit determined by CEP and about which the obligor has been
informed.

In line with the ECB Regulation (EU) 2018/1845, CEP assesses an
amount to be material for past due purposes if the amount past due
is equal to or above 0500 or
of the total amount of all on-balance sheet exposures to the obligor
excluding equity exposures. CEP recognises exposures as being past
due in accordance with section 4 of the EBA Guidelines on the
application of the definition of default and Commission Delegated
Regulation (EU) 2018/171 on the materiality threshold for credit
obligations past due. An exposure can only be past due if there is a

asset ods

efer

represents

legal obligation to make a payment and the payment is compulsory.
In the event there is no legal obligation or payment is not compulsory,
non-payment does not constitute a breach. Once the legal obligation
for a mandatory payment has been established, the counting of days
past due starts as soon as any amount of principal, interest or fee has
not been paid at the date when it was due.

In line with the default definition under Article 178 of the Capital
Requirements Regulation (CRR), exposures which are 90 days past
due are treated as defaulted, and classified Stage 3 from an IFRS9
perspective.

Financial assets are deemed to be credit-impaired when a credit loss
event has occurred. Credit-impaired assets are classified Stage 3 and
in default. A loss allowance for financial assets with material exposure
is determined through an individual impairment assessment. Material
exposures are aggregate Outstanding and Unused Commitments
(OSUC) above $10million in Institutional Clients Group (ICG);

$2.5million in Citi Commercial Banking (CCB) and $500,000 in Citi
Private Bank (CPB).

A loss allowance is determined using the IFRS9 ECL Model for
financial assets which do not have material exposures. Interest
revenue is calculated based on the carrying amount of the asset, net
of the loss allowance, rather than on its gross carrying amount.

Further information can be found in the Market Risk section.

probability of
to Note 1J, Al mpair ment of
an amount greater than 1%
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Market Risk

Market Risk Overview

Market risk is the risk to earnings or capital from adverse changes in
market factors, such as interest rates, foreign exchange rates, credit
spreads or equity prices. CEP is exposed to market risk through both
its trading book and non-trading book activities.

The trading portfolio comprises positions held with trading intent,
where the business looks for short-term price differences between
buying and selling prices. Non-linear risk in CEP is managed
according to a back to back model where market risk is transferred to
a Citi affiliate.

The non-trading portfolio primarily comprises loans held at amortised
cost, deposits, available for sale (AFS) securities. The principal risk

on the non-trading portfolio is Interest Rate Risk in the Banking Book
(IRRBB).

Market Risk Governance and Reporting

CEP manages market risk including IRRBB on a day-to-day basis
through a lines of defence approach.

The Markets business forms the first line of defence for market risk,

with CEPO6s Head of Markets having pmatrixniacalibratedeusingy thres yiedrs of matket datapwith volatilitiesi n g

related risk in CEP, whilst CEPO6s QGdustedto captuee faf mileetfests at  99% eonfidencetlehetover & r s t

line of defence for all IRRBB in CEP. one-day period. Market variables simulated from the matrix by a
Monte Carlo methodology are applied to factor sensitivities to

Responsibility for oversight and challenge of these risks sits with generate a forecast distribution of one-day profit or loss, from which

I ndependent Ri sk Management | ed by thetVaRe can®B EbmputEdE Thé factotsersitivitie® dre designed to

Market and Liquidity Risk reports directly to the CEP CRO. The
Market Risk Management function reports to the Head of Market and
Liquidity Risk and is responsible for the independent assessment of
market risk in CEP.

The CEP Board has the ultimate responsibility for ensuring that there
is an appropriate market risk management framework in place,
including in respect of IRRBB. Market risk governance is provided by
the Board, BRC, Executive Committee, Risk Management Committee
and ALCO.

The Board is also responsible f
market risk.
Mar k et ri sk i mits for CEP are

Fr amewor k RMCGRIPALGO sets more granular level VaR,
sensitivity and other limits in the context of Board Risk Appetite
Statement limits. In the case of the trading book, additional limits and
triggers are then set for individual Markets businesses and trading
desks. Triggers are an important mechanism to signal increased risk
taking and if exceeded they prompt a discussion between CEP
Independent Risk Management and front line businesses.

Trading book market risk in CEP is governed by the CEP Market Risk
Management Framework and the Citi Mark-To-Market Risk Policy.
Non-trading book market risk in CEP is also governed by the CEP
Market Risk Management Framework, and by the Citi Market Risk
Management for Accrual Portfolios Policy.

CEP Risk Management monitor the market risk profile on an ongoing
basis and ensure detailed reports are sent to the RMC and the
BRC/Board on the Trading book and Non-trading book which also
outline adherence to agreed limits.

Table 3: Portfolio VaR

Trading Book Risk Management

Market risk in trading portfolios is monitored by CEP using a series of
measures, including:

1 Factor Sensitivities;
1 VaR;and,
1  Stress Testing.

Factor sensitivities represent the change in the value of a position
for a defined change in a market risk factor, such as a change in the
value of a bond for a one-basis-point change in interest rates.
Independent Risk Management ensure that factor sensitivities are
calculated, monitored and, in most cases, limited, for all relevant risks
taken in a trading portfolio.

Value at Risk (VaR) estimates the potential decline in the value of a
position or a portfolio under normal market conditions at a 99%
confidence level overaone-d ay t i me period. Citi
adopted by CEP, incorporates the factor sensitivities of the trading
portfolio with the volatilities and correlations of those factors. The VaR
model is based on the volatilities of, and correlations between, a
comprehensive set of market risk factors. The variance/covariance

capture all material market risks on each trading asset.

Stress testing is performed on trading portfolios on a weekly basis to
estimate the impact of extreme market movements. It is performed on
both individual trading portfolios and the overall portfolios and
businesses. Independent Risk Management, in conjunction with the
businesses, develops stress scenarios, reviews the output of weekly
and other periodic stress testing exercises and uses the information
to make judgements as to the ongoing appropriateness of exposure
levels and limits.
articulating CEPG6s risk appetite
CEP employs top-down systemic stresses to monitor risks in its
portfolio. Systemic stresses are designed to quantify the potential
g 0 ingpachoé extrenbeymarketEnBv@raentsRandsale corfstpuptedtusing teoth
historical periods of market stress and projections of adverse
economic scenarios.

or

CEP maintains the necessary systems, controls and documentation
to demonstrate appropriate standards in respect of valuation,
reporting, reserving and valuation adjustments.

CEP Independent Risk Management monitors limit utilisation on a
daily basis and in addition limit utilisation is reviewed by the ALCO
and the Market Risk Sub-Committee. Additional controls on trading
book activity include permitted product lists and a new product
approval process.

The highest, lowest, mean and year end level of the daily VaR
measure during 2020 and 2019 were as follows:

EUR Thousands [N N

| Highest | Lowest | Mean | Year End | Highest

Portfolio VaR 6,757 1,720 3,288

| Lowest |_Mean | Year End|

2,702 2,374 1,289 1,823 2,190
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Trading Book Risk Measurement
Trading Book Regulatory Capital

CEP has adopted the standardised approach to calculate its market
risk capital requirement, capturing specific risk, general market risk
and foreign exchange position risk. Specific risk and general market
risk are calculated on trading book exposures and foreign exchange
risk is calculated on both trading and banking book exposures.

CEP also applies the standardised approach to calculate its credit
valuation adjustment capital requirement (CRR, Art 384), and
incorporates an exemption for inter-affiliate exposures within that
charge, pursuant to CRR, Art 382(4)(b).

Quantitative disclosures on market risk capital requirements made in
accordance with the CRR requirement and the EBA final guidelines
on revised Pillar 3 disclosures are provided in the Market Risk section.

Internal Trading Book Risk Capital Assessment

CEP uses the Citi iVAST (Integrated VaR and Stress Testing) model
aligned to the Global Citi risk capital methodology to determine
economic risk capital for the trading book. The model combines a
scenario-based approach (stress P&Ls) with a simulation-based
approach (VaR P&L) to calculate risk capital over a one year time
horizon at a 99.97% confidence level.

Non-Trading Book Risk Management and
Measurement

Positions in the Non-Trading Book arise primarily from customer
flows. As noted above the main products include loans held at
amortised cost, deposits and Available For Sale (AFS) securities. The
risks arising radedpaortfplos aiekestimaed nsma

Table 4: Sensitivity of Economic Value and Net Interest Revenue

a common set of standards that define, measure, limit and report the
mar ket risk. As previously
trading book is interest rate risk in the banking book (IRRBB). CEP
uses a cashflow-based approach for the measurement, management
and monitoring of IRRBB in line with industry best practice.

CEP6s measure of | RRBB from an
Rate Exposure (IRE). IRE measures the potential pre-tax impact on
NIR for non-trading book positions due to defined shifts in interest
rates over a 12 month period. Net Interest revenue (NIR) is the
difference between the yield earned on the non-trading book portfolio
assets (including customer loans) and the rate paid on the liabilities
(including customer deposits or company borrowings).

In addition CEP measures Economic Value Sensitivity (EVS) for its
non-trading book. EVS captures the impact of interest rate changes
on CEHRdnemic Value of Equity (EVE) and is calculated by
discounting all interest rate sensitive instruments on the balance sheet
using a base and stressed interest rate curve and calculating the
difference. Runoff assumptions for deposit balances, which are
derived using statistical analysis of historical customer information,
are applied to the balance sheet to derive the lifetime balances of
liabilities. Prepayment risk is not a feature of the CEP balance sheet.
The principal market risk on the non-trading portfolio is Interest Rate
Risk in the Banking Book (IRRBB) which is mitigated through the
purchase and sale of AFS securities.

The following table shows the IRE and EVS measure as at 31
December 2020 and 31 December 2019 assuming parallel upward
and downward shifts of interest rates by 100 bps. A positive IRE/EVS
indicates a potential increase in earning/economic value while a
negative IRE/EVS indicates a potential decline in earning/economic
value. In 2020, CEP incorporated a -200bps floor which forms the
basis of its IRE/EVS metric computation to reflect the current low rate
environment versus a Obp floor in the 2019 Pillar |1l disclosures as per
Table 4 below. IRE and EVS are calculated on a monthly basis.

EUR thousands alue Se
Dec20 Dec19
00Dbp 00bp 00bp
EUR 169,205 -127,768 209,432 3,552
usD 78,238 -56,681 65,043 -62,854
GBP 9,636 5,466 -7,838
CZK 971 11,995 -13,313
Total 283,710 -212,298 307,670 -79,356
EUR thousands est Rate posure
Dec20 Dec19
00Dbp 00Dbp 00bp
EUR 92,954 -62,786 105,483 -1,099
usD 44,431 -35,927 19,889 -19,184
GBP 14,276 -12,064 16,548 -13,612
CZK 9,098 8,823 -8,835
Total 171,614 -129,182 153,060 -48,229
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Stress testing is performed for IRRBB on a monthly basis. Systemic
stresses are designed to quantify the potential impact of extreme
market movements and are constructed using both historical periods
of market stress and projections of adverse economic scenarios.

Non-Trading Book Risk Measurement
Non Trading Book Risk Capital Assessment

CEP calculates risk capital based on an interest rate simulation for a
one year holding period. The model essentially covers all non-traded
positions related to interest rate risks in compliance with the Citigroup
Market Risk Management for Accrual Portfolio Policy.

The model generates 200,000 EVS scenarios, and Risk Capital is
estimated as the 99.97% percentile of the one-year EVS distribution.

Market Risk Mitigation

As outlined in the previous chapters Market Risk in the trading book
is managed within agreed risk limits with ongoing monitoring and
reporting processes in place.

The principal risk on the non-trading portfolio is Interest Rate Risk in
the Banking Book (IRRBB) which is mitigated through the purchase
and sale of securities and managed within agreed risk limits with
ongoing monitoring and reporting processes in place.
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Liquidity Risk

Liquidity Risk Overview Measurement
CEP defines liquidity risk as the risk that it will not be able to meet A significant amounto f CEPO6s | iquidity is sou
efficiently both expected and unexpected current and future cash flow deposits from thirdparty <clients, CEPOs own
and collateral needs without adversely affecting either daily intercompany funding. As at end of 2020, approximately 37% of the
operations orits financialcondi t i on. CEPo6s LiquidityaRseks Manadg&&me Btal an ere dedrhed tothe logh 16 1
Framework formally articulates the principals of good governance, the quality and liquid (e.g. cash at central bank). The holding of a
roles and responsibilities of the Board and other committees and significant buffer of high quality liquid assets is the primary mitigation
CEPO6s three lines of defence for | i ¢ftheliguidityyisksfacedby GkRnagement .
The CEP Liquidity Risk Management Framework and accompanying Liquidity risk is measured, managed and mitigated in CEP by using
CEP liquidity policy, establish the standards for defining, measuring, metrics for monitoring, limiting, and reserving against adverse
limiting and reporting liquidity risk. This is in order to ensure the scenarios or conditions in relation to liquidity risks. The framework
transparency and comparability of liquidity risk taking activities and employed by CEP for managing liquidity risk measures the potential
the establishment of an appropriate risk appetite. In addition, CEP impacts of these liquidity risks and establishes a target for reserve
ensures at all times, it adheres to external Regulatory requirements sufficiency across these risks. Further, CEP employs a suite of limits
and guidelines in relation to liquidity, including the LCR Delegated Act to manage and appropriately restrict liquidity risks on the CEP balance
established through CRDIV. sheet.
As part of the ILAAP (Internal Liquidity Adequacy Assessment
. - . Process) and FLP (Funding Liquidity Plan), CEP prepares a detailed
Liquidity Risk Governance plan of its liquidity position, which also considers a forecast of future
business activities over the next three-year period. Through these
CEP manages Liquidity risk on a day-to-day basis through a three processes, CEP identifies strategic liquidity issues, establishes the
lines of defence approach. parameters for identifying, measuring, monitoring and limiting liquidity
risk, and sets forth key assumptions for liquidity risk management.
CEP Treasury form the first line of defence in CEP and own the Liquidity stress testing results assist in deriving the liquidity risk
responsibility for managing liquidity risks. CEP Treasury, are appetite, which is approved by the CEP Board. The liquidity risk
responsible for managing CEP&s | i q udPRrettefgmsghg bags foy E?%al eptity ang B'?_'ne$éﬂ_°é“ﬁ”¥_ limitsy g
ensuring liquidity management strategies and processes adhere to Assumptions used to develop stress testing metrics, which define the
regul atory requirements and CEPo&s Makgnpefite gndthg liquigity byffer reayired t9 suffeientty mitigate
Framework and Policy. Review, challenge and oversight is provided liquidity risks, are reviewed and updated periodically through the
by Independent Risk and Internal Audit. The CEP Asset and Liability internal governance framework including the ALCO.
Committee (ALCO) is the primary committee for liquidity ) )
management, which reports to the Executive Committee (EXCO). Thg LCR D‘eleg‘ate_d‘ Act is calculated and reported on a consolidated
Review, challenge and oversight is also provided by the CEP Board basis gnd in S|gn_|f|cant currencies. In accordance with the HQLA
and the CEP Board Risk Committee. Ultimate responsibility for Operational Requirements in the LCR Delegated Act, CEP ensures
liquidity risk management in CEP rests with the Board. that the currency denomination of its liquid assets are consistent with
the distribution by significant currency of its net liquidity outflows.
Responsibility for oversight and challenge of these risks sits with the Implemented as part of the CEP HQLA Procedure, currency limits are
second line of defence; Independent Risk Management led by the monitored daily at a consolidated level.
CRO. CEPb6s Head Market & Liquidity Risk reports to the CEP CRO.
The Market & Liquidity Risk Management function reports to the Head In the ordinary course of business, CEP enters into various types of
of Market & Liquidity Risk and are responsible for overseeing and derivative transactions, including bilateral transactions that are over-
challenging the effectiveness of controls and management of liquidity the-counter (OTC) and transactions settled via exchanges with central
risk in CEP. The review of both first and second line activity is counterparties. CEP maintains liquidity reserves to counter potential
undertaken by the Internal Audit function, who represent the third line liquidity outflows from derivatives activities under various stress
of defence. scenarios.
The CEP Board has the ultimate responsibility for ensuring that there CEP is a direct participant in Settlement Systems where it offers
is an appropriate liquidity risk management framework in place. General Clearing Member (GCM) services across EMEA and
Liquidity risk governance is provided by the Board, BRC, Executive Settlement Agent services in multiple European markets through
Committee, Operational Risk Committee and Product Review CEPO6s branches and the centralised
Committee. platform. To support direct clearing activity CEP must post cash and
securities collateral in order to access credit lines and fund payment
The Board is also responsible for aoPligaiony Tyenpuyrge clelprise ri Sk Sappéciedts d
liquidity risk. Liquidity risk | i milit@dayliguydiyngeds, agycashgmoyntregplashyusest jorintradays s  Ri
Appetite Framework. The ALCO is responsible for maintaining payments and any collateral pledged for intraday credit are reported
oversight on Liquidity Risks and also over the adequacy and as encumbered for CEPOs regulatory
effectiveness of the Liquidity Risk Management Framework and and Collateral Management (ICM) Sub-Committee of ALCO serves
associated policies. CEP Risk Management monitor the Liquidity risk as the supporting committee for the monitor and review of intraday
profile on an ongoing basis and ensure detailed reports are sent to and collateral related. , _
the ALCO and the BRC/Board on the Liquidity risk profile which also The liquidity position for CEP is calculated and reported to senior
outline adherence to agreed limits. management and reviewed by the CEP Asset and Liability Committee
(ALCO), CEP Risk Committee and CEP
As part of the ILAAP, a Liquidity Adequacy Statement is signed by the Board reviews and approves the Liquidity Risk Management Policy
Board. In April 2021 the Board conc fndt@enenal kigudity AdgquacyhAssessrpentiProcess (IL{AP). e p o s
strategy, business model, governance and risk management quw_dlty Risk Management Framework, Funding and Liquidity Plan,
framewor k, CEP&6s current and f or e &eningescy FundingPlan. 4 i t vy osition are
adequate and capable of withstanding a severe but plausible stress To provide for resilience under stress, CEP holds a buffer of High

scenario under both Economic and Normative perspectives.

Liquidity Risk Management and

Quality Liquid Assets (HQLA), which is comprised of cash (held at
central banks), as well as high quality securities, mainly EU and US
government bonds. As at month-end December 2020, this HQLA, as
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CEP6s CRD IV LCR was 138.8% as of 31 December 2020 wit
surplus of 06.4bn above the minimum 100% requirement; th

LCR DA CEP in 2020 was 138%
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Operational Risk

Operational Risk Overview

Operational risk is the risk of loss resulting from inadequate or failed
internal processes, systems or human factors, or from external
events, and includes the reputation and franchise risk associated with
business practices or market conduct.

Operational Risk Management (ORM), operating within the second
line of defence, proactively assists the businesses, operations,
technology and other functions in enhancing the effectiveness of
controls and managing operational risks across products, business
lines and regions. Furthermore, operational risks are considered as
new products and business activities are developed and processes
are designed, modified or sourced through alternative means. The
objective is to keep operational risk at appropriate levels relative to
the characteristics of CEP businesses, the markets in which it
operates, its capital and liquidity, and the competitive, economic and
regulatory environment.

The following sub-categories are considered the Key Operational
Risks for CEP in 2020:

Processing Risk (Inc. Execution & Integration)

Information Security and Communication Risk & Cyber Risk
Human Capital Risk

Data management Risk

Reporting Risk

Information Technology Risk

Third Party Risk

Fraud Risk

Governance and Risk Oversight (incl. Regulatory Change)
Money Laundering Risk

Markets Integrity Conduct Risk

Physical Damage Risk

Bribery Risk

Sanctions Risk

Customer or Client Conduct Risk

Model Risk

B R R N T I R B B R R e ]

Operational Risk Governance and
Reporting

CEP manages operational risk on a day-to-day basis through the
three lines of defence approach.

Business and functions form the first line of defence in CEP and own
the responsibility for managing operational risks and controls in their
area.

Responsibility for oversight and challenge of these risks sits with
Independent Risk Management (second line of defence) led by the
CRO. C E P 60 Opéetatiandl Risk reports to the CEP CRO. The
Operational Risk Management function reports to the Head of
Operational Risk and are responsible for overseeing and challenging
the effectiveness of controls and management of operational risk in
CEP.

C E P onsernal Audit function (third line of defence) independently
reviews the activities of the first two lines of defence.

The CEP Board has the ultimate responsibility for ensuring that there
is an appropriate operational risk management framework in place.
Operational risk governance is provided by the Board, BRC,
Executive Committee, Risk Management Committee and the
Business Risk and Control Committee (BRCC).

The Board is also responsible f
operational risk.

or

Operatio n a | risk Iimits for CEP
Framework. The CEP BRCC is responsible for reviewing and
monitoring CEPO6s operational
significant events and new and emerging risks while promoting a
culture of risk awareness and high standards of culture and conduct
across CEP.

CEP Risk Management monitor the Operational risk profile on an
ongoing basis and ensure detailed reports are sent to the BRCC and
the BRC/Board on the Operational risk profile which also outline
adherence to agreed limits.

Operational Risk Management

Citi maintains a system of policies to anticipate, mitigate and control
operational risk. Furthermore, CEP has established an Operational
Risk Management Framework to monitor, assess and communicate
operational risk and the overall effectiveness of the internal control
environment. This framework is
Defence approach to risk management.

The CEP ORM Framework establishes minimum standards for
consistent identification, measurement, monitoring, reporting, and
management of operational risk across CEP. Operational risk
management proactively assists the businesses, operations,
technology and other functions in enhancing the effectiveness of
controls and managing operational risks. This is achieved through the
application of various components of the Operational Risk
Management Framework:

1 Annual Risk Assessment in respect of internal controls
within the entity;

1  Capture of Operational Risk Event Data to support stress
loss and capital modelling and management;

1  Formal Assurance Programme in respect of the design and
operating effectiveness of
systems deployed across the business;

i Issue/Corrective Action Plans in
effectiveness;

respect of control

1 CEP Management Control Assessment (MCA), a key
component of the Business Environment and Internal
Control Factors (BEICFs) required under Basel Capital
Standards;

1  Operational Risk Scenario Analysis to identify and quantify
tail and emerging operational risks.

The process established by the ORM Framework is expected to lead
to effective anticipation and mitigation of operational risk and
improved operational risk loss experience and includes the following
steps:

1 Identify and assess Key Operational Risks;
1  Design controls to mitigate identified risks;
1  Establish Key Risk Indicators (KRIs);

1 Implement a process for early problem recognition and
timely escalation; and,

1 Produce comprehensive operational risk reporting.

articul ati CEPO6s risk

ng
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Operational Risk Measurement

Operational Risk Regulatory Capital ~ Requirement

CEP has adopted the Standardi sed

Approach for calculating CEPO&s

operational risk capital requirement .

business activities are divided into business lines as prescribed in the
CRR and a beta factor (12%, 15% or 18%) is applied to a 3-year rolling
average of gross revenues. CEP uses audited financial statements as
the basis for the input of the calculation.

CEPO6s Pillar 1 operati on30bmasat8k
December 2020.

For CEPOG6s as sewsomie rnsk camtdl requirement for
operational risk a hybrid approach was used taking into account stress
losses calculated at a 1/50 confidence level and severe idiosyncratic
scenarios. This approach resulted in economic risk capital of 1172m
as at 31 December 2020.

Operational Risk Mitigation

In addition to the robust suite of operational risk frameworks, policies
and processes as outlined above, CEP also mitigate some potential
operational risk events through appropriate insurance arrangements
e.g. building insurance for physical damage events.

capital

Under this approach, CEPOs

requirement is 0
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Securitisation

Securitisation activity

CEP had nine securitisation positions as at 31 December 2020.

CEP acted as arranger and lead manager on these securitisations. As
a means of compensation for the role, CEP received the positions in
the form of S-class certificates. These positions are deemed
traditional securitisations in the banking book and are subject to the
new securitisation framework for capital requirements as outlined in
the CRR amended Regulation on Securitisation.

CEP did not originate the securitisations, but is an investor in these
positions. There are no re-securitisation exposures and no assets
awaiting securitisation. In addition, there was no instance of CEP

acting as a sponsor for third party securitisation deals. Additionally,
there are no off balance sheet securitisation exposures.

CEP has adopted the new hierarchy of methods under the CRR
amended Regulation and in line with this, the securitisation positions
are treated under the SEC-SA method to calculate risk-weighted
exposure amounts. The exposure amount, risk weighted assets and
capital requirement applied to the positions held at 31 December 2020
are set out in the below table:

From an Accounting Policy pers$pect.|

class certificates in both structures are viewed as trading assets under
IFRS, because some of the valuation inputs to calculate the value of
the S-class certificates are unobservable (customer prepayment
rates). The S-class certificates are classified as a level 3 asset and
the day 1 P&L is amortised over the life of the deal.

Table 5: SEC1: Securitisation Exposures in the Non-Trading book as at 31 December 2020

31 December 2020

31 December 2019

Institution acts as investor
Traditional Synthetic

Non-STS

Institution acts as investor
Sub-total Traditional S Sub-total
Non-STS

Retail (total), of which; 37

Residential mortgage 37

Credit card R

Other retail exposures -

Re-securitisation -

Wholesale (total), of which; -

Loans to corporates g

Commercial mortgage -

Lease and receivables -

Other wholesale -

Re-securitisation =

Total as at 31 December 2020 37

Table 6: SEC4: Securitisation exposures in the non-trading book and associated regulatory capital requirements - institution acting as investor as at

31 December 2020

Exposure values (by risk weight bands

0,
S20%t0  20%to

020% R\ <100%

<50% RW RW

Exposure values (by regulatory approach)

1250% SEC-ERBA and o
RW SEC-IRBA SEC-IAA SEC-SA 1250%

a milli a mill a mil mil 0 mill a mill G milli g mil a mil
Traditional securitisation 31 6 - - - 15 22 -
Of which securitisation 31 6 - - - 15 22 R
Of which retail underlying 31 6 - - - 15 22 R
Of which STS - o o - B R R B
Of which wholesale - - = o o - - R
Of which STS - o o - B R R B
Of which re-securitisation - - - - - R R R
Synthetic securitisation - = = o - - B R
Total as at 31 December 31 6 . . . 15 29 )

2020
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Table 6: SEC4: Securitisation exposures in the non-trading book and associated regulatory capital requirements - institution acting as investor as at
31 December 2020 (continued)

SEC-IRBA

RWA

SEC-ERBA and
SEC-IAA

SEC-SA

1250%

SEC-IRBA

Capital charge after cap

SEC-ERBA and

o 9
SEC-IAA SEC-SA 1250%

Traditional securitisation

Of which securitisation

Of which retail underlying

Of which STS

Of which wholesale

Of which STS

Of which re-securitisation

Synthetic securitisation

Total as at 31 December
2020
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Regulatory Framework for Disclosures

The Pillar 3 Disclosures at 31 December 2020 are prepared in The tables presented in this section show an outline of the basis of
accordance with regulatory capital adequacy concepts and rules, consolidation for regulatory purposes. It provides the breakdown of
while the financial statements for both CHIL and CEP are prepared in the carrying amounts reported under the scope of regulatory
accordance with IFRS. consolidation to the different risk categories. This section enable

users to identify the allocation of the regulatory scope of consolidation
into the different risk frameworks laid out in Part Three of the CRR.

Differences between Accounting and Regulatory Exposure Amounts

Table 7: LI1 - Differences between accounting and regulatory scopes of consolidation and the mapping of financial statement categories with
regulatory risk categories 31 December 2020
There are no material differences between the accounting and regulatory scopes of consolidation.

Carrying values of items

Carrying values Not subject to
asprjl?l(i)sr;ee%m Subje(;t tp i Subject to the Subjeg tolthe Slllsjfei tq e requicr?rjrlteall':ts (o]4
—— credit risk CCR framework securitisation market risk SR
framework? HEWMEIS framework If
statements deduction from
capital
Assets
Cash and cash equivalents 16 16 - - - -
Trading assets 1 0 - - - -
Derivative financial instruments 9 - 9 = 9 =
Investment securities 3 8 - - -
Loans and advances to banks 13 1 12 - - -
Loans and advances to 15 15 ) ) : :
customers
Current tax asset 0 - - - = 0
Other assets 3 8 - 0 - -
Deferred tax asset 0 - - - - 0
Property and equipment 0 0 - - - -
Goodwill and Intangible assets 0 - - 0
Total assets 61 39 21 0 9 0
Liabilities
Deposits by banks 11 - - - - -
Customer accounts 27 - - - - 27
Derivative financial instruments 9 - 9 - 9 -
Current tax liability 0 - - - 0
Provisions 0 - - - = 0
Deferred tax liabilities 0 - - - - 0
Other liabilities 5 - - - 5

Total liabilities 52 - 9 - 9 43
! ltems subject to credit risk framework: Carrying values included in this column is based on banking book assets
2 ltems subject to securitisation framework: Carrying value included in this column show the banking book securitisation positions.

Table 8: LI2 T Main sources of differences between regulatory exposure amounts and carrying values in financial statements
This table provides a reconciliation between assets carrying values under the regulatory scope of consolidation as per table 7 and the exposures
used for regulatory purposes, split as per the regulatory risk framework.

Items subject to

Total Credit risk CCR Securitisation
framework framework framework

a mil |l a mild.l a mil | a mi ||
Assets carrying value amount under the scope of regulatory consolidation (as per template EU LI11) 60 39 21 0
Liabilities carrying value amount under the regulatory scope of consolidation (as per template EU LI1) 9 - 9 -
Total net amount under the regulatory scope of consolidation 51 39 12 0
Off-balance-sheet amounts 38 38 - -
Differences due to different netting rules and collateral usage 4) - (4) -
Differences due to provisions (0) 0) 0 -
Other (2) 2) 0 -
Exposure amounts considered for regulatory purposes 83 75 8 0

Table 9: LI3i Outline of the differences in the scopes of consolidation (entity by entity)
Method of Neither

Accounting Full Proportional Consolidated Description
Citibank Europe Plc Solo X Cred't .
Institution
Citibank Holdings Ireland Limited Full Consolidation X il
Company
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Capital Resources and Minimum Capital Requirements

Capital Resources

The CRD requires that CHIL and CEP comply with minimum capital
standards and maintain a prescribed excess of total capital resources
over Pillar | capital requirement. Capital resources are measured and
reported in accordance with the CRD.

CHI L and CEPOs regul atory capital
following distinct elements:

1 Common Equity Tier 1 Capital, which includes ordinary
share capital, share premium, retained earnings and capital
reserves;

Deductions from capital include:
Intangible assets, including goodwill;
Prudent valuation;

Deferred tax relying on future profitability; and,

== =2 =4 =4 =4

Significant investments.

Table 10 and 11 shows the regulatory capital resources of CHIL and
CEP as at 31 December 2020 and 31 December 2019. Tables 12 and
13 show the reconciliation between the balance sheet values and the

resources C

regul atory capital values of the items included

Capital Resources as at 31 December 2020. Further details on the

composition of CHIL and CEPO&6s Capital

14.

resources

ompri se of t he

in CHIL and CEPO6s

are shown in Tabl e
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Table 10: Own Funds CEP 31 December 2020 & 2019

This table presents CEP6s capi t al resources as at 31 December 2020. The templ ate
61l mpl ementing technical standardsreguhremgatrsd for disstosurt eo s &WGo mmi
1423/2013).
31 December 31 December
2020 2019
a mi | G mi |
Common Equity Tier 1 (CET1) capital: Instruments and reserves
1 Capital Instruments and the related share premium accounts 1,608 1,757
2 Retained earnings ! 6,497 6,726
3 Accumulated other comprehensive instruments (and other reserves) 627 708
5a Independently reviewed interim profits net of any foreseeable charge or dividend
6 Common Equity Tier 1 (CET1) capital before regulatory adjustments 8,732 9,190
Common Equity Tier 1 (CET1) capital: regulatory adjustments
7 Additional value adjustments (negative value) (19) (11)
8 Intangible assets (net of related tax liabilities) (negative amount) (60) (81)
10 Deferred tax assets that rely on future profitability excluding those arising from temporary difference (net of related (202) (200)
tax liability where the conditions in Article 38 (3) are met) (negative amount)
19 Direct, indirect and synthetic holdings by the institution of the CET1 instruments of financial a2) (13)
sector entities where the institution has a significant investment in those entities (amount above
10% threshold and net of eligible short positions) (negative amount)
20a Exposure amount of the following items which qualify for a RW of 1250 %, where the institution opts for the 0 0
deduction alternative
20c of which: securitisation positions (negative amount) 0 0
20d of which: free deliveries (negative amount) 0 0
24 CET1 capital elements or deductions - other 4) 0
28 Total regulatory adjustments to Common Equity Tier 1 (CET1) (297) (292)
29 Common Equity Tier 1 (CET1) capital 8,435 8,898
Additional Tier 1 (AT1) capital: instruments
30 Capital instruments and the related share premium accounts 0 0
31 of which: classified as equity under applicable accounting standards 0 0
36 Additional Tier 1 (AT1) capital before regulatory adjustments 0 0
Additional Tier 1 (AT1) capital: regulatory adjustments
43 Total Regulatory Adjustments to Additional Tier 1 (AT1) Capital 0 0
44 Additional Tier 1 (AT1) capital 0 0
45 Tier 1 capital (T1 = CET1 + AT1) 8,435 8,898
Tier 2 (T2) capital: instruments and provisions
46 Capital instruments and the related share premium accounts 0 0
51 Tier 2 (T2) capital before regulatory adjustments 0 0
57 Total regulatory adjustments to Tier 2 (T2) capital
58 Tier 2 (T2) capital 0 0
59 Total capital (TC=T1 + T2) 8,435 8,898
60 Total risk weighted assets 42,028 39,579
Capital ratios and buffers
61 Common Equity Tier 1 (as a percentage of total risk exposure amount) 20.07% 22.48%
62 Tier 1 (as a percentage of total risk _exposure amount) 20.07% 22.48%
63 Total capital (as a percentage of total risk exposure amount) 20.07% 22.48%
64 Institution specific buffer requirement (CET1 requirement in accordance with article 92 (1) (a) plus capital 7.04% 4.86%
conservation and countercyclical buffer requirements, plus systemic risk buffer, plus systemically important
institution buffer expressed as a percentage of risk exposure amount)
65 of which: capital conservation buffer requirement 2.50% 2.50%
66 of which: countercyclical buffer requirement 0.04% 0.36%
67 of which: systemic risk buffer requirement 0.00% 0.00%
67a of which: Global Systemically Important Institution (G-811) or Other Systemically Important Institution (O- 0.00% 0.00%
811) buffer
68 Common Equity Tier 1 available to meet buffers (as a percentage of risk exposure amount) 12.07% 0.00%
Amounts below the thresholds for deduction (before risk weighting)
72 Direct and indirect holdings of the capital of financial sector entities where the institution does not have a 0 0
significant_investment in those entities (amount_below 10% threshold and net of eligible short positions) 2
73 Direct and indirect holdings by the institution of the CET1 instruments of financial sector entities where the 12 13
institution has a significant investment in those entities (amount below 10 % threshold and net of eligible short
positions) ?
75 Deferred tax assets arising from temporary differences (amount below 10% 202 200

threshold, net of related tax liability where the conditions in Article 38 (3) are met)
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Table 11: Own Funds CHIL 31 December 2020 & 2019
This table presents CEPO0s capit&20l9resources as at 31 December 2020

31 December 31 December

2020 2019
a mi | G mi |
Common Equity Tier 1 (CET1) capital: Instruments and reserves
1 Capital Instruments and the related share premium accounts 560 612
2 Retained earnings ! 6,699 6,946
3 Accumulated other comprehensive instruments (and other reserves) 1,471 1,630
5a Independently reviewed interim profits net of any foreseeable charge or dividend 0
6 Common Equity Tier 1 (CET1) capital before regulatory adjustments 8,730 9,188
Common Equity Tier 1 (CET1) capital: regulatory adjustments
7 Additional value adjustments (negative value) (19) (11)
8 Intangible assets (net of related tax liabilities) (negative amount) (60) (64)
10 Deferred tax assets that rely on future profitability excluding those arising from temporary difference (net of related tax (202) (200)
liability where the conditions in Article 38 (3) are met) (negative amount)
19 Direct, indirect and synthetic holdings by the institution of the CET1 instruments of financial 0 0
sector entities where the institution has a significant investment in those entities (amount above
10% threshold and net of eligible short positions) (negative amount)
20a Exposure amount of the following items which qualify for a RW of 1250 %, where the institution opts for the 0 0
deduction alternative
20c of which: securitisation positions (negative amount) 0 0
20d of which: free deliveries (negative amount) 0 0
24 CET1 capital elements or deductions - other 4) 0
28 Total regulatory adjustments to Common Equity Tier 1 (CET1) (285) (274)
29 Common Equity Tier 1 (CET1) capital 8,445 8,914
Additional Tier 1 (AT1) capital: instruments
30 Capital instruments_and the related share premium accounts 0 0
31 of which: classified as equity under applicable accounting standards 0 0
36 Additional Tier 1 (AT1) capital before regulatory adjustments 0 0
Additional Tier 1 (AT1) capital: regulatory adjustments
43 Total Regulatory Adjustments to Additional Tier 1 (AT1) Capital 0 0
44 Additional Tier 1 (AT1) capital 0 0
45 Tier 1 capital (T1 =CET1 + AT1) 8,445 8,914
Tier 2 (T2) capital: instruments and provisions
46 Capital instruments_and the related share premium accounts 0 0
51 Tier 2 (T2) capital before regulatory adjustments 0 0
57 Total regulatory adjustments to Tier 2 (T2) capital
58 Tier 2 (T2) capital 0 0
59 Total capital (TC=T1+ T2) 8,445 8,914
60 Total risk weighted assets 42,106 39,606
Capital ratios and buffers
61 Common Equity Tier 1 (as a percentage of total risk exposure amount) 20.06% 22.51%
62 Tier 1 (as a percentage of total risk_exposure amount) 20.06% 22.51%
63 Total capital (as a percentage of total risk exposure amount) 20.06% 22.51%
64 Institution specific buffer requirement (CET1 requirement in accordance with article 92 (1) (a) plus capital 7.04% 7.36%
conservation and countercyclical buffer requirements, plus systemic risk buffer, plus systemically important
institution buffer expressed as a percentage of risk exposure amount)
65 of which: capital conservation buffer requirement 2.50% 2.50%
66 of which: countercyclical buffer requirement 0.04% 0.36%
67 of which: systemic risk buffer requirement 0.00% 0.00%
67a of which: Global Systemically Important Institution (G-811) or Other Systemically Important Institution (0-811) 0.00% 0.00%
buffer
68 Common Equity Tier 1 available to meet buffers (as a percentage of risk exposure amount) 12.06% 14.46%
Amounts below the thresholds for deduction (before risk weighting)
72 Direct and indirect holdings of the capital of financial sector entities where the institution does not have a 0 0
significant_investment in those entities (amount below 10% threshold and net of eligible short positions) ?
73 Direct and indirect holdings by the institution of the CET1 instruments of financial sector entities where the 0 0
institution has a significant investment in those entities (amount below 10 % threshold and net of eligible short
positions) 2
75 Deferred tax assets arising from temporary differences (amount below 10% 202 200

threshold, net of related tax liability where the conditions in Article 38 (3) are met)
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Table 12 and 13 provide a r eawadrdieldi sthiaacgre hofl d@ERB®s eagrud tgHItWLd s egul at ory
Table 12: Regulatory Capital Resources Reconciliation to Audited Financial Statements CEP 31 December 2020

Audited Resources elements or Regulatory
Statements Assets Tax Valuation Investments other Resources

a milli a mill 4G mildl G million a mil |l
Tier 1 Capital
Share Capital 9 - - - - - 9
Share Premium 1,600 - - - - - 1,600
Capital Reserves 674 - - - - - 674
Other Reserves 47) - - - - - (47)
Retained Earnings 6,497 - - - - - 6,497
Tier 1 Capital Before Deductions 8,732 - - - - - 8,732
Intangible Assets - (60) - - - - (60)
Deferred Tax Asset - - (202) - - - (202)
Prudent Valuation - - - (19) - - (19)
Significant Investments - - - - (12) - (12)
CET1 capital elements or deductions - other - - - - - 4) 4)
Tier 1 Capital After Deductions 8,732 (60) (202) (19) (12) (4) 8,435
Total Capital Resources 8,732 (60) (202) (19) (12) 4) 8,435

Table 13: Regulatory Capital Resources Reconciliation to Audited Financial Statements CHIL 31 December 2020

Audited Resources elements or Regulatory
Statements Assets Tax Valuation Investments other Resources
mi | | a mill a

a milli «a i { i G mill ¢ millica milli g millior
Tier 1 Capital
Share Capital - - - - - - -
Share Premium 560 - - - - = 560
Capital Reserves 1,506 - - - - - 1,506
Other Reserves (35) - - - - - (35)
Retained Earnings 6,699 - - - - - 6,699
Tier 1 Capital Before Deductions 8,730 - - - - - 8,730
Intangible Assets - (60) - - - - (60)
Deferred Tax Asset - - (202) - - - (202)
Prudent Valuation - - - (29) - - (19)
Significant Investments - - - - - - -
CET1 capital elements or deductions - other 4) 4
Tier 1 Capital After Deductions 8,730 (60) (202) (29) - 4) 8,445
Total Capital Resources 8,730 (60) (202) (19) - 4 8,445
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Table 14: Capital Instruments Features

Capital Instruments Main Features CET1 CET1

1  Issuer Citibank Europe Plc Citibank Holdings Ireland
2 Unique identifier (eg. CUSIP, ISIN or Bloomberg Private placement Private Placement
identifier for private placement)
3 Governing law(s) of the instrument* Irish Irish
Regulatory treatment
4 Transitional CCR rules CET1 CET1
5  Post-transitional CRR rules CET1 CET1
6  Eligible at solo/(sub-) consolidated/ solo & (sub- Solo
)consolidated
7  Instrument type (types to be specified by each Ordinary issed shares with full ~ Ordinary issed shares with full
jurisdiction) voting rights voting rights
8  Amount recognised in regulatory capital (asofmost 01, 756, 524 comjy 0 611, 860 compr
recent reporting date) and premium and premium
9  Nominal amount of instrument 1
9a Issue price 022,192 a2 30/ 10
06, 348, 689 a1 31/ 12
0180, 703
0908, 846
01, 857, 824

0423,036

9b Redemption price N/A N/A
10 Accounting classification Share holders equity Share holders equity
11 Original date of issuance 022,192 a2 30/ 10
06, 348,689 a1 31/ 12
0180, 703
0908, 846
01, 857, 824
0423, 036
12 Perpetual or dated Perpetual Perpetual
13  Original maturity date No maturity No maturity
14 Issuer call subject to prior supervisory approval No No
15 Optional call date, contigent call dates and N/A N/A
redemption amount
16 Subsequent call dates, if applicable N/A N/A
Coupons / dividends
17  Fixed or floating dividend/coupon N/A N/A
18 Coupon rate and any related index N/A N/A
19 Existence of a dividend stopper No No
20a Fully discretionary, partially or mandatory (in terms of Fully discretionary Fully discretionary
timing)
20b Fully discretionary, partially or mandatory (in terms of Fully discretionary Fully discretionary
amount)
21 Existence of step up or other incentive to redeem No No
22 Noncumulative or cumulative** Non comulative Non comulative
23 Convertible or non-convertible Non-convertible Non-convertible
24 If convertible, conversion trigger(s) N/A N/A
25 If convertible, fully or partially N/A N/A
26 If convertible, conversion rate N/A N/A
27  If convertible, mandatory or optional conversion N/A N/A
28 If convertible, specify instrument type convertible N/A N/A
into
29 If convertible, specify issuer of instrument it converts N/A N/A
into
30 Write-down features N/A N/A
31 If write-down, features, write down trigger(s)*** N/A N/A
32  If write-down, full or partial N/A N/A
33  If write-down, permanent or temporary N/A N/A
34  If temporary write-down, description of write-down N/A N/A
mechanism
35 Positionin subordination hierarchy in liquidation All subordinated liabilities All subordinated liabilities
(specify instrument type immediately senior to
instrument)
36 Non-compliant transitioned features No No
37 If yes, specify non-compliant features N/A N/A
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Minimum Capital Requirement

CEP complies with the CRD IV minimum capital requirements to ensure
that sufficient capital is maintained to cover all relevant risks and
exposures. For this purpose, the firm calculates capital charges for credit
risk, market risk and operational risk based upon the standardised
approach, as well as recognising a number of credit risk mitigation
techniques in calculating the charges for credit and counterparty risk. The
total capital resources must be greater than its minimum capital
requirement, allowing for a capital excess to accommodate any
additional obligations. CHIL and CEP have the same minimum capital
requirement (8%). In addition to the minimum capital requirement, Pillar
2 Requirement is communicated through the annual SREP (Supervisory
Review and Evaluation Process).

The Pillar 2 Requirement was 2.7% as at 31 Dec 2020.

CEP uses external ratings from External Credit Assessment Institutions
(ECAISs) in the calculation of its credit risk capital requirements.

To assess the adequacy of its capital to support current and expected
future activities, CEP produces regular capital forecasts, taking into
account both normal business conditions and stress scenarios. As part
of this process, CEP maintains an ICAAP (Internal Capital Adequacy

Risk

Category Definitions

Regulatory Exposure Approach

Assessment Process) which
capital requirement and associated policies and procedures.

The capital adequacy assessment is performed through two lenses: a
normative and an economic perspective, which complement and inform
each other. The normative
capital-related regulatory and supervisory requirements under a base
case scenario and stress scenarios. The economic perspective assesses
the extent to which material risks are covered by internal capital
resources in base and stress scenarios.

Overview of Risk-Weighted Assets

CEP complies with the CRD IV minimum capital requirements to ensure
that sufficient capital is maintained to cover all relevant risks and
exposures. For this purpose, the firm calculates capital charges for credit
risk, counterparty credit risk, market risk, large exposures and
operational risk based upon a number of internal models and
standardised approaches, as well as recognising a number of credit risk
mitigation techniques.

The table below provides information on the exposures and calculation
approaches by risk type

Risk Weight Assets (RWA) Approach

document s

perspecti v

Credit risk measures the risk of loss arising

Credit Risk exposures are captured as accounting

Credit Risk from a borrower failing to meet its value, net of general and specific credit risk
obligations. adjustments.
CEP adopts two approaches for the calculation of CEP uses the standardized approach to determine
Counterparty credit risk (CCR) arise from CCR exposures: credi_t and counterparty credit risk capita}l
derivatives and securities  financing ' requirements, ~based on  External  Credit
transactions (SFTs) across the banking A Current exposuw appliesi@ t h o A_ssessmentlnstltutlon (ECAI) ratings for calculating
Counterparty and trading books, and in the regulatory ~ €xchange traded derivatives and Over-the-counter Risk Weighted Assets (RWAS)
Credit Risk framework captures the methodologies for ~ (OTC) derivatives
measuring exposures resulting from A Financial collateral c
market movements. (FCCM) - applies to Securities Financing
Transactions (SFTs)
(Further details outlined in Counterparty Credit
Risk section)
. The CVA represents a portfolio-level
Credit djustment to reflect the risk premium Standardized Approach: computation includ
Valuation adjustment to retiect the risk premiu CEP uses Standardized calculations for CVA andardize pproach: - computation cludes
Adjustment associated Wlt‘h thecounterpart factors based on ECAI ratings and effective maturity
performance risk.
A securitization is a transaction or
scheme where the associated credit risk
of the exposure or pool of exposures is
tranched, where key features include: Securitized EXposures from traditional ;o the revised securitization framework, CEP
) securitizations are captured as the accounting value risk  weights  relevant ositions  usin the
Securitization A the tranching ref | afterrelevantspecific credit risk adjustments for on- 19 p 9
- o - ) Standardized Approach (SEC-SA) and External
the distribution of losses on the balance sheet securitization position for both trading g
transaction or scheme and non-trading book exposures. Ratings Based Approach (SEC-ERBA).
A t he p athetmmsacton orn
scheme rely on the exposure or pool of
exposures' performance
Market risk assesses the risk of losses to
positions or a portfolio 'flrom market Market Risk positions are based on accounting . . . .
Market Risk movements. Market volatility may _be values and notionals in both trading and non-trading CEPOs mar ket ri s kstandardized |
driven by one or more of: market price, books approach (SA).
interest rates, indices, correlations or ’
implied volatilities.
Large exposures captures single name
concentration risk. Any exposure to a Exposures are broadly consistent with the
Large counterparty or group of connected assessment of credit and counterparty credit risk in  Large Exposure capital requirements are calculated
Exposures counterparties which is equal to or the trading and non-trading books.  on the trading book excess.
exceeds 10% of the firm's eligible capital  Issuer risk exposures are also included.
constitutes a large exposure.
. Operatlpnal risk captures the_loss rt_esultlng CEP uses a standardized approach, under which, . . .
Operational from inadequate or failed internal - L . Lon - . CEPOs operational risk
! activities are divided into individual business lines :
Risk processes, people and systems or from standardized approach (SA).

external events

for calculation of operational risk
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Table 15: EU OV11 Overview of RWAs 30 September & 31 December 2020 i CEP

31 December 2020 30 September 2020 31 December 2020
Minimum capital
RWAs RWAS requirements

G million 0 million G millio
Credit risk (excluding CCR) 31,163 31,706 2,493
Of which the standardised approach 31,163 31,706 2,493
Of which the foundation IRB (FIRB) approach - - -
Of which the advanced IRB (AIRB) approach - - -
Of which equity IRB under the simple risk-weighted approach or the IMA - - -
CCR 4,786 4,120 383
Of which mark to market 3,819 3,195 305
Of which Financial collateral comprehensive method (for SFTs)* 18 16 1
Of which original exposure - - -
Of which the standardised approach - - -
Of which internal model method (IMM) - - -
Of which risk exposure amount for contributions to the default fund of a CCP 23 20 2
Of which CVA 926 887 74
Settlement risk 1 2 0
Securitisation exposures in the banking book 7 3 1
Of which internal ratings-based approach ("SEC-IRBA") - - -
Of which external ratings-based approach ("SEC-ERBA") 8 - 0
Of which internal assessment approach (IAA) - - -
Of which standardised approach ("SEC-SA") 4 3 0
Market risk 2,159 2,183 173
Of which the standardised approach 2,159 2,183 173
Of which IMA - - -
Large exposures - - -
Operational risk 3,912 4,011 313
Of which basic indicator approach - - -
Of which standardised approach 3,912 4,011 313
Of which advanced measurement approach - - -
Amounts below the thresholds for deduction (subject to 250% risk weight) - - -
Floor adjustment - - -
Total 42,028 42,025 3,362
! Financial collateral comprehensive method for SFTs have been separated from Mark to Market to give abetterr e pr esent ati on of CEP6s RWASS.

amended accordingly.

Table 16: EU OV1i Overview of RWAs 30 September & 31 December 2020 i CHIL

31 December 2020 30 September 2020 31 December 2020
Minimum capital
RWAs RWAs requirements

a millio 0 million 0 million
Credit risk (excluding CCR) 31,231 31,772 2,498
Of which the standardised approach 31,231 31,772 2,498
Of which the foundation IRB (FIRB) approach - - -
Of which the advanced IRB (AIRB) approach - - -
Of which equity IRB under the simple risk-weighted approach or the IMA - - -
CCR 4,786 4,120 383
Of which mark to market 3,819 3,195 305
Of which Financial collateral comprehensive method (for SFTs) 18 16 1
Of which original exposure - - -
Of which the standardised approach - - -
Of which internal model method (IMM) - - -
Of which risk exposure amount for contributions to the default fund of a CCP 23 20 2
Of which CVA 926 887 74
Settlement risk 1 2 0
Securitisation exposures in the banking book 7 3 1
Of which internal ratings-based approach ("SEC-IRBA") - - -
Of which external ratings-based approach ("SEC-ERBA") 3 - 0
Of which internal assessment approach (IAA) - - -
Of which standardised approach ("SEC-SA") 4 3 0
Market risk 2,169 2,194 174
Of which the standardised approach 2,169 2,194 174
Of which IMA - - -
Large exposures - - -
Operational risk 3,912 4,011 313
Of which basic indicator approach - - -
Of which standardised approach 3,912 4,011 313
Of which advanced measurement approach - - -
Amounts below the thresholds for deduction (subject to 250% risk weight) - - -
Floor adjustment - - -
Total 42,106 42,101 3,368
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Capital Buffers

Under CRD IV, CEP is required to hold additional capital buffers including
the capital conservation buffer and the institution-specific countercyclical
buffer.

Countercyclical Buffer

The countercyclical capital buffer aims to ensure that capital
requirements take into account the macro-financial environment. Its
primary objective is to protect the banking sector from periods of excess
aggregate credit growth. The designated authorities can set the
countercyclical capital buffer rates between 0% and 2.5%.

CEP is required to calculate its institution-specific countercyclical buffer
rate as a weighted average of the buffer rates that have been announced

for each jurisdiction to which the firm has relevant credit exposures.
Relevant credit exposures are as follows;

M creditrisk
1 specific risk
9  securitizations

The institution-specific countercyclical buffer rate consists of the
weighted average of the countercyclical buffer rates that apply in the
jurisdictions where the relevant credit exposures of the institutions are
located.

The following tables set out C E P 6osintercyclical buffer requirement for
31 December 2020.

Table 17: Geographical distribution of credit exposures relevant for the calculation of the countercyclical buffer 31 December 2020

General credit Trading book own funds requirements
exposures exposure

Exposure value

.O.f . . A Institu_ti_on Countercyclical
Sum of long segqntlsatlon Of which: Of WhVICh: Secuvrlvusatl_on specmc_ capital buffer
Breakdown by country Exposure and short positionsinthe | S it Trading positions in countercyclical o
value for SA position of banking book SIS book the banking buffer
trading book under the exposures
Standardised
Approach
G mi | | O mil | O milli a mill a mill G milli a mil
BERMUDA 807 - - 45 - - 45 0.0000% 0.00%
CZECH REPUBLIC 858 - - 68 - - 68 0.0133% 0.50%
FRANCE 6,108 11 - 400 1 - 401 0.0000% 0.00%
GERMANY 2,992 48 - 205 4 - 209 0.0000% 0.00%
IRELAND 1,696 4 8 135 0 0 135 0.0000% 0.00%
NETHERLANDS 2,243 33 - 171 3 - 173 0.0000% 0.00%
SPAIN 2,692 1 - 223 0 - 223 0.0000% 0.00%
SWITZERLAND 1,977 1 o 131 0 = 131 0.0000% 0.00%
UNITED KINGDOM 3,427 150 29 265 12 0 278 0.0000% 0.00%
UNITED STATES 1,981 14 - 141 1 - 142 0.0000% 0.00%
HONG KONG 55 - - 4 - - 4 0.0000% 1.00%
NORWAY 365 3 - 28 0 - 29 0.0113% 1.00%
SLOVAKIA 336 - - 28 - - 28 0.0109% 1.00%
BULGARIA 131 - - 10 - - 10 0.0000% 0.50%
LUXEMBOURG 689 34 - 53 3 - 56 0.0055% 0.25%
ALL OTHER COUNTRIES 7,686 46 o 617 4 = 621 0.0447% 0.00%
Total 34,043 346 37 2,525 28 1 2,553
Table 18: Amount of institution-specific countercyclical buffer 31 December 2020
Amount of Institution-specific Countercyclical Capital Buffer

Total Risk Exposure Amount (EUR million) 42,106
Institution Specific Countercyclical Buffer Rate 0.04%

Institution Specific Countercyclical Buffer Requirement (EUR million)

19

Table 19: Geographical distribution of credit exposures relevant for the calculation of the countercyclical buffer 31 December 2019

General credit Trading book
Securitisati
exposures exposure

Exposure value of

Own funds requirements

securitisation e Ao Countercyclical
) Sum of long and positions in the Of which: i Wh.wh: Secu_rl_tlsatl_on specmc_ capital buffer
Breakdown by Exposure P X . Trading positions in countercyclical
short position of banking book Credit risk q rate
country value for SA ; iy book the banking buffer
trading book under the exposures
. exposures book
Standardised
Approach
Hong Kong 69 - 5 - - 5 0.0042% 2.00%
Norway 245 0 15 0 - 15 0.0145% 2.50%
Sweden 581 20 45 2 - 46 0.0454% 2.50%
Czech Republic 1,030 - 81 - - 81 0.0474% 1.50%
Iceland 49 - 4 - - 4 0.0027% 1.75%
Slovakia 290 - 24 - - 24 0.0140% 1.50%
United Kingdom 4,515 161 347 13 0 360 0.1409% 1.00%
Lithuania 14 - 1 - 1 0.0004% 1.00%
Denmark 253 24 16 2 - 18 0.0071% 1.00%
Ireland 1,250 2 95 0 - 95 0.0373% 1.00%
France 6,473 183 409 15 - 424 0.0415% 0.25%
Bulgaria 194 - 15 - - 15 0.0030% 0.50%
Total 14,962 389 1,058 31 0 1,089 0.3585%

citi
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Table 20: Amount of institution-specific countercyclical buffer 31 December 2019

Amount of Institution-specific Countercyclical Capital Buffer

Total Risk Exposure Amount (EUR million) 39,606
Institution Specific Countercyclical Buffer Rate 0.36%
Institution Specific Countercyclical Buffer Requirement (EUR million) 142

Capital Conservation Buffer

CEP is also required to hold a capital conservation buffer. The buffer
was introduced 1 January 2016 at 0.625% of RWAs. The buffer is
scheduled to increase by 0.625% per year until it reaches 2.5% of RWAs
on 1 January 2019. The buffer held by CEP as at 31 December 2020
w a s1,063 million and 31 December 2019 w a s99@imillion.

Other Systemically Important Buffers

Represents a capital buffer requirement on institutions deemed
systemically important to the local domestic economy.

The Central Bank of Ireland has set a rate of 1.0% for CEP, beginning in
2019 at 0.25% and increasing up to 1.0% by 1 July 2021.
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