CITI’'S COMPENSATION PHILOSOPHY

Employee compensation is a critical tool in the successful execution of our corporate goals.
As long-term value creation requires balancing strategic goals, so does developing
compensation programs that incent balanced behaviors. Citi’'s Compensation Philosophy
describes our approach to balancing the five primary objectives that our compensation
programs and structures are designed to achieve.

Objectives

Our compensation objectives, as outlined below, have been developed and approved by the
Personnel and Compensation Committee of the Board of Directors (the “Committee”), in
consultation with management, the Committee’s independent consultants and Citi’s senior
risk officers. They have been specifically created to encourage prudent risk-taking, while
attracting the world-class talent necessary to see the company through to success.

Citi’s Compensation Objectives

e Align compensation programs, structures and decisions with
shareholder and other stakeholder interests

Reinforce a business culture based on the highest ethical standards
Manage risks to Citi by encouraging prudent decision-making
Reflect regulatory guidance in compensation programs

Attract and retain the best talent to lead the Company to success

Shareholder/Stakeholder Alignment

e Compensate executives through an objective framework that aims to strengthen the link
between pay and performance by using a balanced scorecard approach with financial
metrics and nonfinancial objectives that, in combination, are expected to improve risk-
adjusted returns to shareholders.

e Provide meaningful portions of incentive compensation in the form of equity to help build a
culture of ownership and to align employee interests with those of shareholders and other
stakeholders.

e Require that executive officers maintain an ownership of 75% of the net shares acquired
through incentive compensation programs and that they hold a substantial amount of
vested Citi stock for at least one year after the end of their service as executive officers.

e Defer the delivery of significant portions of incentive compensation with vesting over a
number of years and tie the amounts delivered to longer-term performance of the
company to better link long-term shareholder value creation to the interests of
management and to enhance alignment with risk outcomes.

e Provide for clawbacks in cases of improper risk-taking and material adverse outcomes in
the years following the awarding of incentive compensation.

e Size incentive compensation to reflect company performance as well as industry and
environmental factors, while maintaining strong capital levels.



Recognize capital planning outcomes in senior management incentive compensation
awards, to improve alignment with both shareholder interests and regulatory guidance.

Ethics and Culture
Promote conduct based on the highest ethical standards through performance
assessments, incentive compensation programs and, where appropriate, disciplinary
actions, and communicate throughout the organization that acting with integrity at all times
is the foundation of our business.
Enhance a business culture that supports accountability and a zero-tolerance
environment for unethical conduct, through appropriate compensation and employment
decisions.

Risk Management
Develop and enforce risk management controls that reduce incentives to create imprudent
risks for Citi and its businesses, and that reward a thoughtful balance of risk and return.
Exercise discretion within a framework designed to make appropriate trade-offs between
risk and reward.
Encourage prudent risk-taking through multiple incentive compensation program
processes for all employees who manage or influence material risks, including
(a) rigorous performance management processes, (b) bonus pool funding and individual
bonus determination processes that reflect risk-adjusted performance, and (c) deferrals
that keep a meaningful portion of incentives at risk for future performance outcomes.
Evaluate incentive compensation program results on an iterative basis, recognizing that
validation and monitoring may result in future changes.
Communicate clearly to all employees that poor risk management practices and
imprudent risk-taking activity will lead to an adverse impact on incentive compensation,
including the loss of incentive compensation and the reduction or elimination of previously
awarded incentive compensation.
Differentiate compensation decisions based on demonstrated risk management
behaviors.
Appoint only independent directors to the Committee, to provide independent review and
approval of the firm’s overall compensation philosophy.
Set expectations of management regarding risk balancing in incentive compensation
programs engaging, where appropriate, independent advisors to assist the Committee.
Such advisors should provide no other services to Citi.
Involve Citi’s control functions, including Independent Risk, Compliance and Internal
Audit, in compensation governance and oversight.

Regulatory Guidance
Design incentive compensation programs with the recognition that global regulation of
bank incentive compensation is evolving and that Citi's programs must be responsive to
emerging trends and best practices.
Where appropriate, develop innovative and industry-leading approaches that reflect
regulatory considerations and other stakeholder interests in compensation structures and
designs.



Promote understanding of the design and implementation of incentive compensation
programs by outlining compensation policies, procedures and practices in public
disclosures.

Attract and Retain Talent
Compensate employees based on ability, contributions and risk-adjusted performance
demonstrated over time, balanced with appropriate recognition for short-term results and
contributions.
Provide compensation programs that are competitive within global financial services to
attract the best talent to successfully execute the company’s strategy.
Differentiate individual compensation to reflect employees’ current or prospective
contributions, based on both financial and non-financial performance such as risk and
compliance behavior, and to reward those employees who demonstrate ingenuity and
leadership.
Provide discretionary incentive compensation, including equity awards, that is variable
within guidelines prescribed by management and the Committee using a rigorous
objective framework of goal-setting and performance evaluation for all highly paid
professionals.
Clearly and consistently communicate Citi’s approach to compensation throughout the
year, cascading such communications broadly to employees through key value
statements such as Citi’'s Code of Conduct and the statements and actions of senior
management and managers generally.



