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Item 8.01 Other Events

On August 4, 2005, Citigroup Inc. (Citigroup or the Company) filed its Quarterly Report on Form 10-Q for the quarter ended June 30,
2005 (the June 2005 10-Q) with the Securities and Exchange Commission. In the June 2005 10-Q, the Company presented the results
for the businesses included in the Sale of the Asset Management Business (defined below) and the Sale of the Life Insurance and
Annuities Business (defined below) as discontinued operations. I1n addition, the Company presented updated business segment
disclosures based on certain recent organizational changes. Accordingly, the Company isfiling this Form 8-K to conform its
historical financial statementsto reflect these changes. The Company is also providing voluntary supplemental disclosure which
discusses how these changes impact the historical results of operations.

The voluntary supplemental information included in this Form 8K affects only disclosures related to segment results and discontinued
operations and should be read in conjunction with the Company’s Annual Report on Form 10-K, which was filed with the SEC on
February 28, 2005.

The information included in this Form 8-K does not in any way restate or revise Citigroup's net income in any previously reported
financial statements.

DISCONTINUED OPERATIONS
Asset Management Business

On June 24, 2005, the Company announced that it had signed a definitive agreement under which Citigroup will sell substantially all
of its Asset Management Business in exchange for the broker-deal er business of Legg Mason, Inc. (Legg Mason), approximately $1.5
billion of Legg Mason's common and convertible preferred shares, and approximately $550 million in the form of afive-year loan
facility provided by Citigroup Corporate and Investment Banking. The transaction does not include Citigroup’ s asset management
businessin Mexico, its retirement services businessin Latin America (both of which are now included in Retail Banking) or its
interest in the CitiStreet joint venture (which is now included in Smith Barney). The total value of the transaction is approximately
$3.7 billion which is subject to adjustment. (The transaction described in this paragraph isreferred to herein as the Sale of the Asset
Management Business.)

Upon the completion of the Sale of the Asset Management Business, Citigroup expectsto add more than 1,300 financial advisorsin
more than 100 branch offices from Legg Mason' s broker-deal er business to its Global Wealth Management business.

The Sale of the Asset Management Business is expected to close during the 2005 fourth quarter and is subject to certain regulatory
approvals and customary closing conditions. In connection with the transaction, Citigroup is seeking approval of Asset Management’s
mutual fund boards and shareholders.

The Asset Management Businesses being sold were the primary vehicles through which Citigroup engaged in the asset management
business.

Resultsfor all of the businesses included in the Sale of the Asset Management Business are reported separately as Discontinued
Operations for all periods presented.

Life Insurance and Annuities Business

On July 1, 2005, the Company completed the sale of Citigroup’s Travelers Life & Annuity, and substantially all of Citigroup’s
international insurance businesses, to MetLife, Inc. The businesses sold were the primary vehicles through which Citigroup engaged
in the Life Insurance and Annuities business. The transaction encompasses Travelers Life & Annuity’s U.S. businesses and its
international operations other than Citigroup’s life business in Mexico (which is now included within Retail Banking). International
operations include wholly owned insurance companies in the United Kingdom, Belgium, Australia, Brazil, Argentina, and Poland,;
joint ventures in Japan and Hong Kong; and officesin China. The sale transaction also includes Citigroup’ s Argentine pension
business. (The transaction described in this paragraph isreferred to herein asthe Sale of the Life Insurance and Annuities Business).

Resultsfor all of the businesses included in the Sale of the Life Insurance and Annuities Business are reported separately as
Discontinued Operations for all period’ s presented.

Asrequired by Statement of Financial Accounting Standards (SFAS) No. 144, "Accounting for the Impairment or Disposal of Long-
Lived Assets" (SFAS 144), theresultsfor all of the businessesincluded in the Sale of the Asset Management Business and the Sal e of
the Life Insurance and Annuities Business were reported in the June 2005 10-Q's Unaudited Statements of Income and Cash Flows as
discontinued operations for all periods presented. The assets and liabilities of the businesses being sold were included in the
Consolidated Balance Sheet as Assets of discontinued operations held for sale and Liabilities of discontinued operations held for sale
for the June 30, 2005 period only.
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Exhibits 99.01 and 99.02 to this Form 8-K present the results for all of the businessesincluded in the Sale of the Asset Management
Business and the Sale of the Life Insurance and Annuities Business separately as discontinued operations in the segment and product
income statements and in the Consolidated Statements of Income and Cash Flows for all periods presented. In accordance with SFAS
144, the historical Consolidated Balance Sheet disclosures do not separately classify the assets and liabilities of the businesses being
sold as “ Assets of discontinued operations held for sale” and “Liabilities of discontinued operations held for sale.”

On August 20, 2002, Citigroup completed the distribution to its stockholders of a majority portion of its remaining ownership interest
in Travelers Property Casualty Corp. (TPC). Following the distribution, Citigroup began accounting for TPC as discontinued
operations. As such, Exhibits 99.01 and 99.02 also reflect TPC as a discontinued operation for 2000, 2001 and 2002.

ORGANIZATIONAL CHANGES
On April 14, 2005 and July 11, 2005, Citigroup issued press releases announcing certain organizational changes.
Mexico Insurance and Asset M anagement

Thefinancial results of the Company’ sinsurance operations in Mexico that were not included in the Sale of the Life Insurance and
Annuities Business are reported within the North America Retail Banking - Mexico businessline.

Asset management operations in Mexico were not included in the Sale of the Asset Management Business. The financial results
related to Citigroup’s asset management operationsin Mexico are included within the North America Retail Banking— Mexico
businessline.

Alternative I nvestments

Alternative Investments represents the segment formerly named Proprietary Investments. Citigroup's internal management reporting
was realigned to follow its organizational changes. Citigroup has modified its financial reporting format to conform to the realigned
internal reporting.

Asrequired by SFAS No. 131, "Disclosures about Segments of an Enterprise and Related Information,” the historical consolidated
financial statementsissued by Citigroup have been conformed to reflect modifications to its reportable segments resulting from these
organizational changes, including reclassification of all comparative prior period segment information.
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Attached hereto as Exhibit 99.01 and incorporated by reference herein is voluntary supplemental information reflecting the impact of
the discontinued operations and the business segment changes on the Company's historical results of operations and organizational
structure. Information contained in Exhibit 99.01 should be read in conjunction with and as a supplement to information contained in
Citigroup's Annua Report on Form 10-K for the fiscal year ended December 31, 2004. Except for the discussions of the
organizational and discontinued operations changes, and except as otherwise noted, all information, including information contained
in any forward-looking statements, presented in Exhibit 99.01 is at and as of December 31, 2004. For current discussions regarding
business trends and forward-looking statements, reference is made to the June 2005 10-Q.

Also attached hereto as Exhibit 99.02 and incorporated by reference herein are updated historical audited financial statements of
Citigroup which reflect both the Sale of the Asset Management Business and the Sale of the Life Insurance and Annuities Business as
discontinued operations, as well as the updated business segment disclosures. The financial statementsincluded in Exhibit 99.02 shall
serve asthe historical audited financial statements of Citigroup for existing and future filings made pursuant to the Securities Act of
1933, as amended, until Citigroup filesits Annual Report on Form 10-K for the fiscal year ended December 31, 2005.
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Item 9.01  Financial Statements and Exhibits.

(c) Exhibits.

Exhibit Number

99.01 Supplemental information of Citigroup reflecting certain organizational changes and discontinued operations.

99.02 Historical audited consolidated financial statements of Citigroup, reflecting certain organizational changes and
discontinued operations. Also included isthe Report of Independent Registered Public Accounting Firm dated February
25, 2005, except as to Notes 9 and 16 which are as of June 7, 2005 and Notes 1, 3, 4, 5, 12, 14, 17, 18 and 21, for which
the Report is dated as of September 9, 2005.

99.03 Consent of KPMG LLP.



SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused thisreport to be signed on
its behalf by the undersigned hereunto duly authorized.

CITIGROUPINC.

Dated: September 9, 2005
By:  JOHN C. GERSPACH

Name: John C. Gerspach
Title: Controller and Chief Accounting Officer



THE COMPANY

Citigroup Inc. (Citigroup and, together with itssubsidiaries, the
Company) isadiversified globd financid servicesholding company
whose businesses provide abroad range of financia servicesto
consumer and corporate customers with morethan 200 million
customer accounts doing businessin more than 100 countries.
Citigroup wasincorporated in 1988 under thelaws of the Sate of
Ddawvare

The Company’ sactivities are conducted through the Global
Consumer, Corporate and Investment Banking (CIB) (formerly Globa
Corporate and Investment Bank), Globa Wedth Management, and
Alternative Investments (formerly Proprigtary Investment Activities)
businesssegments.

The Company has completed certain strategic business
acquisitionsand divedtituresduring the past three years, details of
which can befound in Notes 2 and 3 to the Consolidated Financia
Statements.

The Company isabank holding company within the meaning of
the U.S. Bank Holding Company Act of 1956 registered with, and
subject to examination by, the Board of Governors of the Federa
Resarve System (FRB). Certain of the Company’ ssubsdiariesare
subject to supervision and examination by their respective federd and
dateauthorities.

At December 31, 2004, the Company had approximately 141,000
fulldime and 7,000 part-time employessin the United Statesand
goproximately 146,000 fulltime employees outside the United Sates.

Theprincipa executive offices of the Company arelocated at 399
Park Avenue, New Y ork, New Y ork 10043, telephone number
212559 1000. Additiona information about Citigroupisavailableon
the Company’ sWeb ste at www.citigroup.com. Citigroups annua
report on Form 10-K,, its quarterly reportson Form 10-Q and its current
reportson Form 8-K, and al amendmentsto thesereports, areavailable
freeof chargethrough the Company'sWeb siteby clicking onthe
"Investor Rdaions' pageand sdlecting "SEC Filings." The Securities
and Exchange Commission (SEC) Web Ste contains reports, proxy
and information statements, and other information regarding the
Company a WwWWw.Sec.gov.

GLOBAL CONSUMER

Global Consumer ddiversawidearray of banking, lending,
insurance and investment servicesthrough anetwork of local branches,
offices, and dectronic ddivery systems, including ATMs, thelnternet,
and Automeated Lending Machines (ALMs), and the Primerica
Financid Services (Primerica) sdesforce. The Globa Consumer
businessesserveindividua consumersaswdl assmall businesses.
Globa Consumer indudesCards, Consumer Finance, Retail Banking
and Other Consumer.

CardsprovidesMagterCard, VISA, Diner’ sClub and private
labd credit and charge cards. North AmericaCardsincludesthe
operations of Citi Cards, the Company’ s primary brand in North
America, and Mexico Cards. Internationd Cards provides credit and
charge cardsto customersin Europe, the Middle East and Africa
(EMEA), Jgpan, Asaand Latin America

Consumer Finance providescommunity -based lending services
through branch networks, regiond salesofficesand cross<dling
initiativeswith other Citigroup businesses. The business of
CitiFinancid isincluded in North America Consumer Finance. Asof
December 31, 2004, North America Consumer Finance maintained
2,642 offices, induding 2,452 inthe U.S., Canada, and Puerto Rico,
and 190 officesin Mexico, while International Consumer Finance
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maintained 1,481 sdespaints, including 405 branchesand 512 ALMs
in Japan. Consumer Finance offers red-estate-secured loans,
unsecured and partialy secured persond loans, auto loansand loansto
finance consumer-goods purchases. In addition, CitiFinancial, through
cartainsubsdiariesand third parties, makesavailable variouscredit -
related and other insurance productstoits U.S. customers.

Retail Banking provides banking, lending, investment and
insurance servicesto customersthrough retail branches, electronic
delivery systems, and the Primericasadesforce. InNorth America,
Retail Banking includesthe operations of Retail Digtribution, the
Commercid Business, Prime Home Finance, Student Loans,
Primerica, and Mexico Retail Banking. Retail Didtribution ddlivers
benking, lending, investment and insurance servicesthrough 775
branchesin the U.S. and Puerto Rico and through Citibank Online, an
Internet bank. The Commercid Business provides equipment lessing
andfinancing, and banking servicesto small- and middle-market
busnesses. The Prime Home Finance business originates and services
mortgagesfor cusomersacrossthe U.S. The Student Loan businessis
comprised of theorigination and servicing of student loansintheU.S.
Thebusiness operations of Primericainvolvethesde, mainly in North
America, of lifeinsurance and other products manufactured by its
filiates induding Smith Barney mutud funds, CitiFinancid debt
consolidation loans, CitiMortgage mortgages, and the varigble
annuitiesproductsof our Life Insurance and Annuitiesbusiness
(currently reflected asadiscontinued operation). ThePrimericasdes
forceis composed of more than 100,000 independent representatives.
Mexico Retail Banking consstsof the branch banking operations of
Banamex, which maintains 1,349 branches, the Banamex insurance
operationsformerly reported in the Life Insurance and Annuities
business, and the Banamex asset management and retirement services
operationsformerly reported in Assst Management. Internationa
Retail Banking consstsof 1,129 branchesand providesfull-sarvice
banking, investment and insurance sarvicesin EMEA, Japan, Asia, and
Latiin America. Latin AmericaasoincludestheLatin America
Retirement Services operationsformerly reported in Asset
Management. In addition to North America, the Commercid Business
consigtsof thesuiteof productsand servicesofferedtosmall- and
midde-market busnessesin theinternationd regions

CORPORATE AND INVESTMENT BANKING

Corporateand I nvestment Banking (CI B) provides
corporations, governments, inditutions and investorsin approximately
100 countrieswith abroad range of financia productsand services.
CIB indudesCapital Marketsand Banking, Transaction Servicesand
Other Corporate.

Capital Marketsand Banking offersawide array of investment
banking and commercia banking servicesand products, including the
underwriting and distribution of fixed income and equity securitiesfor
U.S. and multinationa corporationsand for stete, loca and other
governmenta and government-sponsored authorities. In addition,
Capital Marketsand Banking aso provides capitd raising, advisory,
research and other brokerage servicesto itscustomers, actsasamarket -
maker and executes securitiesand commoditiesfuturesbrokerage
transactionson al mgjor U.S. and internationa exchangeson behadf of
customersand for itsown account. Capital Marketsand Bankingisa
mgjor participant in foreign exchange and in the over-the-counter
(OTC) market for derivativeingrumentsinvolving a wide range of
products, including interest rate, equity and currency swaps, capsand
floors, options, warrants and other derivative products. It crestesand



sdlIsvarioustypesof structured securities, aswell asprovides
traditiona bank lending productstoitsclientele

Transaction Servicesis comprised of Cash Management, Trade
Servicesand Globa Securities Services (GSS). Cash Management and
Trade Services provide comprehensve cash management and trade
financefor corporations and financia inditutionsworldwide. GSS
provides custody and fund servicesto investors such asinsurance
companiesand pension funds, clearing servicesto intermediariessuch
asbroker/dedlers and depository and agency/trust servicesto
multinationd corporationsand governmentsglobally.

GLOBAL WEALTH MANAGEMENT

Global Wesalth M anagement iscomprised of theSith Barney
Private Client and Citigroup Equity Research busnessesand the
Citigroup Private Bank. Through itsSmith Barney network of
Financid Consultantsand Private Bank offices, Globd Wedth
Management isone of theleading providers of weath management
sarvicesto high-net-worth and affluent clientsin theworld.

Smith Barney providesinvestment advice, financia planning and
brokerage sarvicesto affluent individuals, small and mid-size
companies, non-profits and large corporati onsthrough anetwork of
more than 12,000 Financia Consultantsin more than 500 offices
primarily inthe U.S. Inaddition, Smith Barney providesindependent
dient-focused researchto individua s and ingtitutions around the worl d.

A dgnificant portion of Smith Barney’ srevenueis generated from
fees earned by managing dlient assats, aswell ascommissons earned
asabroker for itsclientsin the purchase and sale of securities.
Additiondly, Srith Barney generates net interest revenue by financing
customers securitiestransactionsand other borrowing needsthrough
security-based lending. Smith Barney aso receives commissionsand
other salesand servicerevenuesthrough thesdeof third -party mutua
funds. Aspart of SmithBarney, Citigroup Equity Research produces
equity ressarch to serve both ingtitutional and individua investor
clients. Themgority of expensesfor Citigroup Equity Resserch are
alocated to the Globa Equities businesswithin CIB andSith Barney
businesses.

Private Bank provides persondized wedlth management services
for high-net-worth dlientsthrough officesin 33 countriesand territories.
With aglobd network of Private Bankersand Product Specididts,
Private Bank leveragesits experiencewith clients needsand itsaccess
to Citigroup to provide clientswith comprehensiveinvestment
management, investment finance and banking services. Investment
management sarvices include investment funds management and
capitad markets solutions, aswell astrug, fiduciary and custody
sarvices. Investment finance provides sandard and tailored credit
sarvicesinduding red estate financing, commitments and letters of
credit, while Banking includes services for depogt, checking and
savingsaccounts, aswel| as cash management and other traditiond
banking services.

ALTERNATIVE INVESTMENTS

Alternative Investments products and servicesare provided
through Citigroup Alternetive Investments (CAI). CAl isanintegrated
dternative investment platform that managesawide range of products
acrossfiveasst dlasses, including private equity, hedgefunds red
edtate, structured products and managed futures. CAl manages capital
on behdf of Citigroup, aswell asthird -party ingtitutiona and high net
worth investors. CAl'sbusinessmodd isto enableits 12 investment
centersto retain the entrepreneuriad quaitiesrequired to capitalizeon
evolving opportunities, while benefiting from the intellectud,
operationd and financia resources of Citigroup. Citigroup's
proprietary portfolio asoincludes sharesin public companiesthat have
acquired former Citigroup businesseslikethe &. Paul Travelers
Companiesinc. (St. Paul).

CORPORATE/OTHER

Corporate/Other indudesnet treesury reults, corporate
expenses, certain intersegment diminations, theresults of certain
discontinued operations (see Note 3 to the Consolidated Financia
Statements), and taxes not alocated to theindividua businesses.



Citigroup Inc. and Subddiaries

FIVE-YEAR SUMMARY OF SELECTED FINANCIAL DATA

Inmillionsof dollars exceat per shareamounts 2004 2008 2002 2001 2000
Revenues net of interest expense® $79,635 $715%4 $66,246 61,621 $68239
Operding expenss 49,782 37,500 35886 3026 34282
Bendfits daims, and credit losses® 7,117 8924 10972 7,666 6,083
Income from continuing oper ations before taxes,

minority interest and cumulative effect of acoounting changes 2736 25170 19383 18929 17874
Incometaces 6,464 7,838 6,615 6,659 6,525
Minority interet, after-tax 218 274 a 87 39
Income from continuing oper ations 16,064 17,058 12682 12,183 11,310

I ncome from discontinued operations® o 7% 2,641 2101 2,209
Cumulativeeffect of accounting changes @ - - @ (158) -
Net Income $17,046 $17853 $15276 $14,126 $13519
Earningsper share @
Badcearningsper share
Income from continuing operations $3.13 8BA $248 $240 0225
Netincome 32 349 29 27 269
Diluted earnings per share
Income from continuing operaions 307 327 244 235 219
Netincome 326 342 29 272 262
Dividends dedared per common share® $1.60 $110 $0.70 $0.60 $0.52
At Decamber 31
Totd asts $1,484,101 $1,264032 $1,097,50 $1,061,850 $902,610
Totd depodts 562,081 474,015 4308% 374525 300586
Longterm debt 207,910 162,702 126927 121631 11,778
Mandatorily redeemable securitiesof subsidiary trusts® 6,209 6,057 6,152 7,125 4,920
Common sockhalders equity 108166 96,889 85318 79722 64,461
Totd stockholders equity 109,291 98014 86,718 81,247 66,206
Ratio of earningstofixed charges

and preferred stock dividends 2.00x 241x 1.89x 1.58x 1.48x
Return on average common stockholders’ eoity @ 17.0% 19.8% 18.6% 19.7% 24%
Return onrisk cepita @ 3% 3%

Return on invested capitd @ 17% 2%
Common sockholders equity to assts 7.2% 7.67% 7.71% 7.58% 7.14%
Totd stockholders equity to assets 7.36% 7.75% 7.90% 7.72% 7.33%
(1) Revenes netof interest expense, and benefits daims and aredit losses intheteble above are disd osed on an owned besi's (under Generdlly Acoepted Acoounting Pindples(GAAP)). [If this

@

)]

@

©
U]

teblewere prepared on ameanaged bed's whichindudes oartain effect s of seauritization adtivities induding reoavables hdld for seauritization and recaivables sold with sarvicing retained, there
would benoimpect to net income, but revenues, net of interest expense, and bendfits daims, and credit lasses, would eech have been incressed by $5.079 hillion, $4.750 hillion, $4.123 hillion,
$3563 hillion and $2.459 hillionin 2004, 2003, 2002, 2001 and 2000, respedtively. Although amanaged besispresentationisnat in conformity with GAAP, manegement bdievesit provides
arepresantation of performenceand key indicators of the credit card businessthat iscond gent with theway manegement reviews operating performanceand locatesresources. Furthermore,
investorsutilizeinformation about the crediit quiity of theertiremanaged partfalio astheresuitsof both thehd d and securitized portfoliosimpect theoverdl pafomeancedf theCards
busness Seethediscussion of the Cardsbusnessonpege 7.

Disoontinued operationsfor 2000t 0 2004 indude the operations as destribed in the Comparty’ s June 24, 2005 announced agreament for the sde of substarntialy dl of its Asset Manegement
Businessto Legg Mason. Thetransadtionissubject to cartain regulatory gpprovasand customeary dosing conditionsand isexpected to d ase during the 2005 fourth quiarter. Disoontinued
opearationsfrom 2000 to 2004 dso indudesthe operations destribed in the Compeny’ s January 31, 2005 announced agresmant for thesdleof Citigroup' s TravdersLife& Annuity,
subdantidly dl of Gitigroup' sinternationd insurance businessand Gitigroup' sArgentine pendon busnessto Met Life, Inc. Thetransadtion dased on uly 1, 2005. OnAugust 20, 2002,
Citigroup completed thedidribution toits stockhalders of amgjarity portion of itsremaining ownershipinterest in Travders Proparty Casuidty Corp. (TPC). Following thedidtribution,
Citigroup began acoounting for TRC asdiscontinued operations: Asuch, 2000to 2002 d o reflect TPC asadiscontinued operation. SeeNote3to the Consolidated Finendid Satements
Acoounting changesaf ($47) millionin 2002 resuited from the adoption of theremaining provisonsof Satement of Finandd Accounting Sandards (SFAS) No. 142, *Goodwill and Other
Intangible Assts' (SFAS 142). Acoounting changesof ($42) millionand ($116) millionin 2001 resuited from the:adoption of SFASNo. 133, “ Accounting for Derivative Insrumentsand
Hedging Adivities’ (SFAS 133), and the adoption of Emerging | ssues Task Force (EI TF) Issue No. 99-20, “ Recogrition of I nterest Incomeand Impairment on Purchased and Retained
Benefidd Interestsin Secunitized Finendd Assets’ (EITF 99-20), respectively.

All amounts have been adjusted to reflect stock Slits

During 2004, the Comparty deconsdlideted the subsdiary issuer trustsin accordancewith N 46-R. For reguilatory capital purposesthesetrust sscuritiesremain acomponent of Tier 1 Cepitdl.
Thereturn on average common sockholders equity isca culated using netincomeafter dedudting prefared Sodk dividends

Risk capitd isdefined astheamount of capita required to absorb potertia unexpected economiclossesreaulting from exdramdy sevareevantsover aoneyear timepariod. Retumonrisk
capitd iscdoulaterd asnet income divided by averagerisk capitdl. Invested capitd isdefined asrisk capital plus Goodwill and Intangible assts exd uding Mortgege Savidng Rights which are
acomponat of risk capitd. Retum oninvested capitd iscdaulated using income adjusted to exdude anet interndl charge Gitigroup levies on thegoodwill and intangible assets of eech
busnessoffset by each business sshare of therebate of thegoodwill and intangibleasset charge.: Return onrisk capitd and retum onlinvestedcapitd arenontGAAP paformancemesaLres
Managament usesreturn onrisk cpitd to assesshusinesses oparating paformance and to dlocate Gitigroup' sbelance sheet and risk capitd capedity. Retum oninvested capitd isused to
asEssreumson potentid acouisitionsand to comparelongterm parformance of busnesseswith differing proportions of organic and aoquired growth.




BUSNESSFOCUS

Thefollowing tables show the net income (loss) for Citigroup’s

businessesboth onaproduct view and on aregiona view:

Citigroup Net Income - Product View

Citigroup Net Income - Regional View

Inmillionsof dollars 2049 20039 20029
Global Consumer
Cards $4700  $350  $3043
Consumer Finance 2,388 1979 2258
Retail Banking 4804 4,220 3023
Other @ b (124) (14
Total Global Consumer 11987 9,665 8,170
Corporateand | nvesment Banking
Capital Marketsand Banking 5395 4642 3995
Transaction Services 1,045 748 571
Other 09 (43%8) (19 (132
Total Corporate
and Invetment Banking 2,042 5374 3,174
Glaobal Weslth Management
Smith Barney &1 7% 86
Private Bark © 318 51 461
Taotal Global Weslth Management 1,209 1,346 1287
Alternative Investments 768 402 (20
Corpor ate/Other 48 271 71
Incomefrom Continuing Operations 16054 1708 12682
Incomefrom Discontinued Oper ations © (£27) 7% 2,641
Cumulative Effect of
Acoounting Change® - - (47
Total Net Income $17046 $17853  $15276

() Redasdfiedtoconfomtothecurrent presentation. SeeNote4 to the Consdlidated

Finandd Satemantsfor essatsby ssgmet

@ 2004irﬁuj&sa$378rrillima‘ter{axganifdaedtomesdedSarba
® 2002indudesa$L3hillion dter-tax chargerdated totheesteblishment of resarves

for regulatory stlementsand rdated dvil litigation.

(4) 2004indudesa$378 million aftertax ganrdaed tothesdeof Sambaand a$4.95
hillion after-tax chargerdated to the WorldCom and Litigation Resave Charge
(5 2004indudesa$244 million aftertax chargerdated totheexit planimplementation

for the Compeny’ s Private Bank operationsin Jgpen.
(6) Se=Note3tothe Consdlidated Finendd Statements

(7)  Accounting changein 2002 of ($47) millionindudestheadoption of theremaining
provisonsof SFAS 142 SeeNate 1 to the Consolidated Finendid Siatements

Inmillionsof dollars 2040 2003® 20029
North America (exduding M exico) @
Globa Consumer $7,727 $6,605 $5478
Corporateand Investment Banking © ¢ (2190 2,54C 1,011
Globa Wedlth Management 1,17¢ 1,07€ 1,07€
Total North America 6,716 10221 7,565
Mexico
Globd Consumer 9rc 8 448
Corporate and Investment Banking 6ee 407 43
Globd Wedth Managamat 5 il | X
Total Mexico 1,690 1233 83
Europe MiddleEagt and Africa
(EMEA)
Globd Consumer © 1182 634 655
Corporate and Investment Barking © 1,13¢ 4 757
Globd Wedth Management 1= (19) 8
Totd EMEA 2,333 1,592 1420
Japan
Global Consumer 61€ 582 1,031
Corporate and Invesment Banking 34 162 124
Globd Weslth Managament © (205) 8 &
Totd Japan 745 8% 1215
Asa (exduding Japan)
Global Consumer 1,187 81 6C
Corporate and Invesment Banking 1,20C s 72
Globd Wedth Management 125 118 2
Total Asa 2,60z 1,704 151C
Latin America
Globd Consumer % 197 (129
Corporate and Invesment Banking 81z 566 131
Globd Wedth Management 42 4 3l
Total Latin America 1152 807 x
Alternative | nvesments T6e 402 (20
Corporate/Other A€ 271 71
Incomefrom Continuing Oper ations 16,064 17,068 12682
I ncomefrom Disoontinued Oper ations @ 27 TE 2641
Cumulative Effect
of Acoounting Change® - - @
Total Net Income $1704€  $17853 $15276

(1) Redasfiedtoconformtothecurrent presantation.

(2 ExdudesAltemative Invesmentsand Corporete/Other which are predominatdy

rdated to North America

(3  2004indudesa$4.95 billion aftertax chargerdlated totheWorldComandLitigation

ResaveChage

(4) 2002indudesa$L.3hillion dfter-tax chargereated totheesteblishment of reserves

for regulaory setlementsand rated dvil litigation.

(5 2004indudesa$756 million aftertax gein (378 millionin Consumer and $378

millionin Corporate) rdlaed tothesdeof Samba

(6) 2004indudesa$44 million aftertax chargerdated totheexit planimplementation

for the Compeny’ sPrivate Bank operationsin Jgpen.
(7)  SeeNote3totheConsdlidated Finendd Satements
(8 SeeNoteltotheConsolideted Finendd Satements




Sdetted Revenueand Expenseltems

Revenues

Net interest revenue was $41.7 hillion in 2004, up $4.3 billion or
129% from 2003, which was up $2.2 hillion or 6% from 2002, reflecting
the positiveimpact of achanging rate environment, businessvolume
growth in most markets through organic growth combined with the
impact of acquisitionsduring theyear.

Tota commissons, assat management and adminigtration fees,
and other feerevenues of $21.5 billion were up $1.3 billion or 6%in
2004, primarily reflecting improved globa equity markets, higher
transactiond volumeand continued strong investment banking results.
Insurance premiums of $2.7 billion in 2004 were up 11% from year-
ago levelsand down $149 million in 2003 compared to 2002. The
2004 increase primarily represents higher business volumes compared
totheprior year.

Principd transactionsrevenues of $3.7 hillion decressed $1.2
billion or 24% from 2003, primarily reflecting decreasesin Globa
Fixed Income related to fluctuation of interest rates and positioning and
lower voletility in themarket, partialy offset by fluctuating foreign
exchangerates. Redlized gaing/(losses) from sales of investments of
$333 million in 2004 were up $304 million from 2003, which was up
$651 million from 2002. Theincrease from 2003 is attributable to the
absenceof prioryear lossesrdated to the writedown of Argentina
government promissory notesand gainsin Treasury and Fixed Income
Management Account Portfolios. Other revenue of $9.2 hillionin
2004 increased $3.0 hillion from 2003, which was up $631 million
from 2002. The 2004 increase primarily reflected the $1.2 hillion gain
onthesdeof Samba, increased securitization gains andactivities and
improved investment results. The 2003 increase includes improved
securitization gainsand activitiesand stronger Private Equity results.

Operating Expenses

Operating expensesgrew $12.3 hillion or 33%to $49.8 hillionin
2004, and increased $1.6 billion or 4% from 2002 t0 2003. Expense
growth during 2004 was primarily related to the $7.9 billion pretax
reservefor theWorldCom and Litigetion Reserve Chargetakeninthe
second quarter of 2004 and the $400 million Private Bank Japan Exit
Plan Charge. Other increased expensesincluded investments made
relating to the acquisitions of Sears, KorAm, WMF and Principa
Resdentia Mortgage during theyeer, increased incentive
compensation due to increased revenue, increased marketing and
advertising expensesand higher pension and insurance expenses. The
increase in 2003 included investments made rdleting to acquisitions
during the year, increased spending on sdesforce, marketing and
advertising and new businessinitiativesto support organicgrowth,
higher pension andinsurance costs, the cost of expensing optionsand
higher deferred acquisition cods.

Benefits, Claims, and Credit L osses

Bendfits, claims, and credit losseswere $7.1 billion, $8.9 billion
and $11.0 hillion in 2004, 2003 and 2002, respectively. The 2004
charge was down $1.8 hillion from 2003, which was down $2.0 hillion
from 2002. Policyholder benefits and dlaimsin 2004 increased $6
million from 2003. The 2003 chargewas down $39 million from
2002. Theprovisionfor credit losses decreased $1.8 hillion or 23%
from 2003 to $6.2 billion in 2004, reflecting continued improvement in
credit quaity in both consumer and corporate businesses, partidly
offset by theimpact of acquisitions. Therewasa$1.9 billion decrease
from 2003 to 2002 dueto theimprovement in the global credit
environment.

Globd Consumer provisionsfor benefits, daims, and credit
losses of $8.1 hillion in 2004 were down $85 million or 1% from
2003, reflecting decreases inRetail Banking andConsumer Finance,
partidly offset by increasesinCards. Tota net credit losses
(exduding Commercid Business) were $8.257 hillion and therelated
lossratio was 2.31% in 2004, as compared to $7.093 billion and
2.38% in 2003 and $6.740 billion and 2.67%in 2002. Theconsumer
loan delinquency ratio (90 days or more past due) decreased to 2.02%
a December 31, 2004 from 2.42% at December 31, 2003 and 2.40%
a December 31, 2002.

The CIB provision for credit lossesin 2004 decreased $1.7 hillion
from 2003, which decreased $1.5 hillion from 2002. The decrease
reflectsthisyear’ scontinudly improving credit environment.

Corporate cash-basis|oans at December 31, 2004, 2003 and 2002
were $1.906 hillion, $3.419 hillion, and $3.995 hillion, respectively.
The decreasein cadhbasisloans from 2003 reflectsimproved credit
qudlity, write-offsagaing previoudy established reserves, asswell as
repayments. Corporate cash-badsloansat December 31, 2003
decreased $0.6 billion from December 31, 2002 primarily duetothe
improving credit environment.

Income Taxes

The Company’ seffectivetax rate of 28.4% in 2004 decreased 270
basis points from 2003, and included a$234 million benefit for the
release of avauation dlowancerdding to the utilization of foreign tax
aedts, therdeasesof $150 million and $147 million dueto the
closing of tax auditsand a$47 million tax benefit dueto an IRStax
ruling rdating to Argentina. The 2004 effectivetax ratewasaso
reduced from 2003 because of theimpact of indefinitely invested
international earningsand other itemsonthelower level of pretax
earningsdueto theimpact of theWorldCom and Litigation Reserve
Charge. The Company’seffectivetax rate was 31.1% in 2003 and
34.1%in 2002. SeeNote 18 to the Consolidated Financid Statements.

The net incomelinein thefollowing business segment and operating
unit discussionsexc udesthe cumul ative effect of accounting change
and income from discontinued operations. The cumulative effect of
accounting change and income from discontinued operationsis
disclosed within the Cor porate/Other business segment. SeeNotes 1
and 4tothe Consolidated Financial Satements.

Certainamountsin prior yearshavebeen reclassified to conform
tothecurrent year'spresentation.




GLOBAL CONSUMER

Inmillionsof dallars 2004 2003 2002
Revenues, net of interest expense #7837 #1501 $3825H
Operaing expensss 2152 19051 16974
Provisonsfor bendfits,

dams and credit losses 8,097 8,182 8,682
Income beforetaxes
and minority interest 17638 14,268 12569
Incometaxes 5591 4551 4358
Minority interedt, after-tax 60 52 4
Net income $11,987 $9665  $8170
Average risk cepitd @ $2816  $21,06
Returmn onrisk capitd @ 53% 46%
Return on invested capital @ 22% 21%

(1) SeeFootnate(7) tothetableon pege3.

Global Consumer reported net income of $11.987 billionin
2004, up $2.322 hillion or 24% from 2003, driven by double-digit
growth acrossdl productsand a$378 million after-tax gain onthesae
of Samba Cardsnet incomeincreased $1.110 billion or 31%in 2004
mainly reflecting improved credit costs, including theimpact of credit
reservereleases, the addition of the Seers, Home Depot and KorAm
partfolios, growthin international receivables, and the benefit of certain
onetimetax credits. Retail Banking net income increased $584 miillion
or 14%in 2004 primarily dueto theimpact of improved credit costs,
indluding theimpact of credit reserverdeases, led by the Commercid
Businessin North America, and strong international growth led by
Asa Consumer Finance net incomeincreased $409 million or 21%in
2004 primarily dueto ahigher net interest marginin North America,
lower credit cogts, theimpact of the Washington Mutua Finance
(WMF) acquisition, and growthin Latin Americaand Asa, partialy
offset by wesknessin Japan and EMEA.

Net incomein 2003 increased $1.495 billion or 18% from 2002,
reflecting double-digit growth in Retail Banking and Cardsthat was
primarily driven by theimpact of acquisitionsand strong growthin
North Americaincluding Mexico, Asaand Latin America, and was
partialy offset by declinesin Japan, driven by continued weaknessin
Consumer Finance.

On uly 1, 2004, Citigroup acquired Principal Residentia
Mortgage, Inc. (PRMI), asarvicing portfolio of $115billion. Inthe
2004 second quiarter, Citigroup completed the acquisition of KorAm,
which added $10.0 billion in deposits and $12.6 hillionin loans, with
$11.5hillion inRetail Banking and $1.1 hbillionin
Cardsat June 30, 2004. In January 2004, Citigroup completed the
acquisition of WMF, which added $3.8 billion in averageloansand
427 loan offices. In November 2003, Citigroup completed the
acquistionof Sears, which added $15.4 hillion of private-label card
receivables, $13.2 hillion of bankcard receivablesand 32 million
accounts. In July 2003, Citigroup completed the acquisition of the
Home Depot portfolio, which added $6 billionin receivablesand 12
million accounts. In July 2003, Citigroup aso acquired the remaining
stakein Diners Club Europe, adding one million accountsand $0.6
billion of recaivables. In November 2002, Citigroup completed the
acquisition of GSB, which added $25 billion in depositsand $35 billion
inloans, indluding $33 hillion in Retail Banking and $2 hillionin
Consumer Finance. In February and May 2002, CitiFinancid Japan
acquired the consumer finance businesses of Taihel Co., Ltd. (Taihe)
and Marufuku Co., Ltd. (Marufuku), adding $1.1 hillionin loans.
Thesebusiness acquisitionswere accounted for aspurchases, therefore,

their resultsareincluded in the Globa Consumer resultsfrom the dates
of acquigtion.

Globa Consumer hasdivested severd non-strategic businesses
and portfoliosas opportunitiesto exit becameavailable. Certain
divedtituresinclude Globa Consumer’ s share of Citigroup’s 20%
equity investment in Sambaand a$900 million vendor finance leasing
businessin Europein 2004, the sdles of the $1.2 billion Fleet Services
portfolio in the North American Commercial Businessand of $1.7
billion of credit card portfoliosin 2003, and the 2002 sde of the $2.0
billion mortgage portfolio in Japan Retail Banking.

Thetable below shows net incomeby region for Globa
Consumer:

Global Consumer Net Income -- Regional View

Inmillionsof dallars 2004 2003 2002

North America(exduding Mexico) $7,727 $6,605 $A478
Mexico 9m 78 445
EMEA 1,182 634 655
Jgpan 616 553 1,031
Asa(exduding Jgoan) 1,187 811 690
LainAmerica 2% 197 (129
Net income $11,987 $9,665 $8170

Theincreasein Globa Consumer net incomein 2004 reflected
growthindl regions. North America(excluding Mexico) netincome
grew $1.122 hillion or 17%, primarily reflecting theimpact of
acquisitions and improved credit, including higher credit reserve
releases. Netincomein Mexico grew $194 million or 25%, driven by
improved customer volumesinCardsand Retail Banking. Net income
in EMEA increased $498 million or 73%, primarily reflecting the $378
million gain onthe sde of SambainOther Consumer and the benefit of
foreign currency trandation, partialy offset by higher credit reserve
builds. Incomein Japan increesed by $33 million or 6% reflectinga
lower provision for credit lasses, primarily driven by lower
bankruptcies inConsumer Finance, partialy offset by theabsenceof a
$4 million prior-year tex reserverdesse. Growthin Asaof $376
million or 46% was mainly dueto higher investment product sales in
Retail Banking, growth inCards, theimpect of credit reserverelesses
and the addition of KorAm. Theincreasein Latin Americacf $99
million or 50% was mainly duetoimprovementsin all products, with
the increase inRetail Banking primarily driven by Argentina, including
theabsenceof prior-year repositioning costs.



CARDS

Inmillionsof ddllars 2004 2008 2002
Revenues, net of interest expense $18321  $14610 $13637
Opaaing expanss 8,089 6,227 5535
Provison for credit lossss 3,3% 2,935 3410
Income before taxes

and minority interest 6,836 5,448 4,692
Incometaxes 2133 184 1,647
Minority interest, after-tax 3 4 2
Netinoome $4700 $350  $3043
Average assdts (inhillionsof dollars) $5 $70 %63
Return on asHts 4.95% 5.13% 4.83%
Averagetisk capitd @ 5,364 375
Returmn onrisk capitd @ 88% 2%
Return on invested capital @ 29% 3

(1) SeeFootnate(7) tothetableon pege3.

Cards reported net income of $4.700 billion in 2004, up $1.110
hillion or 31% from 2003. North America Cards reported net income
of $3.939 hillion, up 27% over 2003, reflecting improved credit costs,
including the benfit of credit reservereleases, and theimpact of the
Searsand Home Depot acquistions. Internationa Cardsincome
increased by 53% over 2003 to $761 millionin 2004, reflecting higher
revenuesfrom receivables growth, improved credit cogts, including the
benefit of credit reserve releases, alower effectivetax rate, including
the benefit of certain onetimetax credits, again onthe sdeof Orhitall
(Credicard processing company in Brazil) and the addition of KorAm.
Globally, 2003 net income of $3.590 billion was up $547 million or
18% from 2002, reflecting increased spreads, theimpect of theHome
Depot and Sears acquisitions, improved credit costsin North America,
alower provisonfor credit lossesin Argentinaand growthin Asia

Asshown inthefallowing table, average managed loansgrew
19% in 2004, reflecting growth of 18% in North Americaand 26% in
International Cards. In North America, the addition of the Home
Depot and Searsportfolioswaspartidly offset by theimpact of higher
payment rates seen throughout the industry. Theincreasein
Internationa Cardsreflected thebenefit of strengthening currenciesand
growthin both Asaand EMEA, and the addition of KorAm. Average
managed loansgrew 8% in 2003, driven by the acquisition of Home
Depot and Searsin the 2003 third and fourth quarters, respectively,
internationa growthled by Asaand EMEA, and the benefit of
strengthening currencies. Sdesin 2004 were $354.7 billion, up 22%
from 2003. North Americasaeswere up 20% to $301.9 hillionin
2004, with theimpact of acquisitionsand improved purchase saes.
Internationa Cardssdesgrew 33%, reflecting growthin Asia, Latin
Americaand Japan, the addition of KorAm, and the benefit of
strengthening currencies. 1n 2003, sdleswere up 5% from 2002,
reflecting theimpact of acquisitionsand growthin EMEA, Asaand
Japan.

Inhillionsof ddlars 2004 2008 2002

Sales
North America $3019 $2515 $2449
Internationd 528 396 B4
Total sales $354.7 $011 $2783
Averagemanaged loans
North America $1396 $1180 $1102
Internationa 157 125 107
Total averagemanaged loans $1553 $1305 $1209
Tota on-balanceshest averageloans $74.3 $55.9 $49.2
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Revenues, net of interest expense, of $18.321 hillion in 2004
increased $3.711 hillion or 25% from 2003, reflecting growth in North
Americaof $3.128 hillion or 26% andin Internationa Cardsof $583
million or 22%. Revenuegrowthin North Americareflected the
impact of acquisitions, higher net interest margin and the benefit of
increased purchase sdes, partidly offset by higher payment rates
resulting from the overall improved economy, and lower securitization-
rlated gains. 1n 2004 and 2003, revenuesincluded net securitization
gains of $234 million and $342 million, respectively, with the 2003
gainsprimarily resulting from changesin estimatesrelated to the timing
of revenue recognition on securitized portfolios. Revenuegrowthin
International Cardsreflected growth indl regionsand includesthe
addition of KorAm and Diners Club Europe, the benefit of foreign
currency trandation, and the gain onthesdeof Orbitdl. 1n 2003,
revenuesincreased $973 million or 7% from 2002, reflecting the
impeact of acquisitions, net interest margin expansion, increased
purchasesaes, gainsfrom the saleof non-grategic portfolios, and the
benefit of foreign currency trandation, partialy offset by increased
credit losses on securitized receivables, which are recorded asa
reductionto other revenueafter receivablesare securitized.

Operating expensesof $8.089 hillionin 2004 were up $1.862
billion or 30% from 2003, reflecting increasesin North Americaof
$1.456 hillion or 30% and in Internationa Cardsof $406 million or
30%. Expenseincreasesin North Americaprimarily reflected thefull
year impect of the Home Depot and Sears acquisitions and increased
advertisingand marketing expenses. Expense growth in Internationa
Cadsreflected increasesin dl regionsand included the impact of the
Diners Club Europe and KorAm acguistions, the net effect of foreign
currency trandaion and increased advertising and marketing expenses.
In 2003, operating expenseswere $692 million or 13% higher than
2002, reflecting theimpact of acquisitions, foreign currency trandation
and increased investment spending, induding higher advertisng and
mearketing expenditures, costs associated with expanson into Russia
and China, and repositioning costs, mainly in EMEA and Latin
America

The provision for credit lossesin 2004 was $3.396 hillion,
compared to $2.935 hillion in 2003 and $3.410 billionin 2002. The
increasein the provison for credit lossesin 2004 reflectsthe full year
impact of acquisitionsand increased presencein the privetelabe card
market in North America, partialy offset by lower net credit lossesand
higher credit reserve rdeases of $735 million, resulting from an
improved credit environment, aswell astheimpact of increased levels
of securitized receivables. Thedecreaseintheprovisionfor credit
lossesin 2003 was mainly dueto anincreaseintheleve of securitized
receivables combined with credit imp rovementsin North Americaand
Latin America, induding a$44 million reduction in the allowancefor
credit lossesin Argentinadueto improvement in credit experience and
lower portfolio volumes. Thedeclinein 2003 was partidly offset by
theimpact of acquidtions. In 2002, the provison for credit losses
included a$206 million addition to the dlowancefor credit losses
established in accordance with theimplementation of FFEC guidance
rel ated to past-dueinterest and late fees on the on-bal ance sheet credit
card recaivablesin Citi Cardsand a$109 million net provision for
credit losses resulting from deteriorating credit in Argentina,

The securitization of credit card receivablesislimited tothe Citi
Cardsbusnesswithin North America. At December 31, 2004,
securitized credit card recelvableswere $85.3 billion compared to
$76.1 hillion a December 31, 2003 and $67.1 billion at December 31,
2002. Therewere$2.5 hillionin credit card receivablesheld for-sale at
December 31, 2004, comparedto zero credit card recelvebles held -for-
sdea December 31, 2003, and $6.5 billion a December 31, 2002.



Securitization changes Citigroup’ srole from thet of alender to thet of a
loan servicer, asreceivablesare removed from the bal ance sheet but
continueto be serviced by Citigroup. Asaresult, securitization affects
theamount of revenue and the manner inwhich revenue and the
provision for credit lasses are recorded with respect to securitized
receivables

A gainisrecorded at thetimereceivablesare securitized,
representing thedifferencebetweenthecarrying valueof the
receivables removed from the bal ance sheet and thefair value of the
proceeds received and interestsretained. Interestsretained from
securitization transactionsincludeinterest-only strips, which represent
the present value of estimated excess cash flows associated with
securitized receivables (including estimated credit losses). Collections
of these excess cash flows are recorded as commissons and fees
revenue (for servicing fees) or other revenue. For loansnot securitized
these excess cash flowswould otherwise be reported as grossamounts
of net interest revenue, commissions and fees revenue and credit losses.

In addition to interestonly strip assets, Citigroup may retain one
or moretranchesof certificatesissued in securitization transactions,
provideescrow cash accountsor subordinate certain principal
receivablesto collaterdizethe securitization interests sold to third
paties. However, Citigroup’ s exposureto credit |osses on securitized
receivablesislimited to theamount of theinterestsretained and
collaterd provided.

Including securitized receivables and receivablesheld for-sdle,
managed net credit losseswere $9.219 hillion in 2004 with ardated
lossratio of 5.94% compared to $7.694 billion and 5.90%in 2003 and
$7.169 billion and 5.93%in 2002. Theincreasein theratio from the
prior year was primarily driven by theimpact of acquisitionsandthe
related expansion of the private labd portfolio, partially offset by the
continued improvement in the credit environmentsin both the North
Americaand internationa marketsthat beganin 2003. Thedeclinein
theratio in 2003 compared to 2002 was primarily driven by
improvementsin North Americaand theinternationa markets,
particularly in Hong Kong, Taiwan and Argentina, partialy offset by
the addition of the Searsportfalio. Loansddinquent 90 daysor more
were $2.944 hillion or 1.78% a December 31, 2004, compared with
$3.392 hillion or 2.14% at December 31, 2003 and $2.397 hillion or
1.84% a December 31, 2002. Thedecreasein ddinquent loansin
2004 was primexily attributableto overal improved credit conditionsin
the Citi Cardsbusiness, offset dightly by the addition of the Sears

portflio.
CONSUMER FINANCE

Inmillionsof dollars 2004 2008 2002

Consumer Finance reported net income of $2.388 hillionin
2004, up $409 million or 21% from 2003, reflecting an increasein
North Americaof $405 million or 28% and anincreesein Internationd
Consumer Finance of $4 million or 1%. Theincreasein North
Americaprimarily resulted from ahigher net interest margin dueto
higher loan volumes and alower cogt of funds, the benefit of lower
credit costsdueto animproved credit environment and the successful
integration of WMFin 2004. Theincreasein Internationa Consumer
Finance primarily resulted fromincreasesin Latin Americaand Asia,
patidly offset by declinesin Japan and EMEA. Net incomein 2003
of $1.979 hillion decreased by $279 million or 12% from 2002,
primarily reflecting continued weaknessin Japan, partialy offset by the
acquisition of GSB in November 2002 and a$94 millionrdleese of a
tax reservein Japan, rdated to asettlement with tax authorities.

Inbillionsof dollars 2004 2003 2002

Averageloans

Red -estatesecured loans $582 $521 $480
Persond 248 25 216
Auto 16 11 84
Sesfinance and other 54 50 40
Total averageloans $1000 $90.7 $320

Revenues, net of interest expense $10761  $10083  $98N9
Operating expenses 3,600 3488 3114
Provisonsfor benefits,

dams and credit losses 3506 3727 324
Income before taxes 3,655 2,868 3491
Incometaxes 1,267 839 1233
Net income $2338 $199 258
Average assds (inhillionsof dollars) $113 $105 $%6
Return on as=ts 211% 1.88% 2.35%
Average risk capitd @ B2 81V
Returnonrisk cepital @ 64% 6296
Return on invested capitd @ 22% 21%

(1) SeeFoonote(7) tothetableon pege3.

Asshowninthe preceding table, averageloans grew $9.3 hillion
or 10% in 2004 compared to 2003, reflecting growth in North America
of $8.5 hillion or 1296 and International Consumer Finance of $0.8
billion or 4%. North American growth reflected the addition of WMF,
which contributed $3.6 hillionin averageloans, and growth in dll
productsdriven by red-esate-secured and auto loans. Growthin regl-
estate-secured loans mainly reflected portfolio acquidtions, partidly
offset by adeclinein crosssdlling of productsthrough Primerica
Growthin theinternationa marketswas mainly driven by incressesin
the redl-estate-secured and persond loan portfoliosin both EMEA and
Asda, andincluded theimpact of srengthening currencies, partialy
offset by adeclinein EMEA autoloans. In Jgpan, averageloans
declined by 6% from 2003 as the benefit of foreign currency trandation
wasmorethan offset by theimpact of higher pay-downs, reduced loan
demand and tighter underwriting standards. A verageloansgrew 11%
in 2003, resulting from acquisitions, growth in red-estate-secured
loans, theimpact of funding auto |oan volumesinternaly and
srengthening currenciesin the internationd markets.

Asshowninthefollowing table, the average net interest margin
ratio of 9.95% in 2004 declined 22 basis pointsfrom 2003, reflecting
compression in both the North American and internationa markets. In
North America, higher volumesand the benefit of lower cost of funds
were morethan offset by lower yieldsreflecting the lower interest rate
environment and therepodtioning of portfoliostowardshigher credit
qudity. Theaverage net interest marginratio for Internationd
Consumer Finance was 15.80% in 2004, declining 23 basis points
fromthe prioryear, primarily driven by amix shift tolower yidding
productsin EMEA and lower receivablesin Jgpan, partidly offset by a
changein recording adjusments and refunds of interest in Japan. From
the 2003 second quiarter to the 2004 second quarter, aportion of
adjusmentsand refunds of interest charged to customer accountswere
treated asreductionsin net interest margin. For al other periods
presented, such adjustments and refunds of interest were accounted for
innet creditlosses. If dl adjustments and refunds of interest were
accounted for in net credit losses, the average net interest margin retio
for International Consumer Finance would have been 16.07%in 2004
and 16.49%in 2003. The averagenet interest marginratio of 10.17%
in 2003 declined 55 basis points from 2002 primarily reflecting
compression in theinternationa markets, driven primarily by Japan



and partidly offset by margin expansonin Europe. The compression
of net interest marginin Japan reflected adeclinein higher-yidding
persond |oans combined with the changein treetment of adjustments
and refundsof interest asdiscussed above.

2004 2003 2002
Averagengt interest margin ratio
North America 8.34% 843% 841%
Internationd 15.80% 1603% 1801%
Tod 9.95% 10176 10.72%

Revenues, net of interest expense, of $10.761 hillion in 2004
increased $678 million or 7% from 2003. Theincreasein revenues, net
of interest expense, reflected growth of $622 million or 9% in North
America, and growth of $56 million or 2% in Internationa Consumer
Finance. Revenue growth in North Americawas primarily driven by
the WMF acquisition, growthin receivablesand alower cost of funds,
patidly offset by theimpact of lower yieldsand declinesininsurance
related revenues. Theincreasein revenuefor International Consumer
Financewasprimarily dueto the benefit of foreign exchangeand
higher volumesin dl regionsexcluding Japan. A declinein Japan
revenueswas driven by lower persond and red etateloan volumes, as
well asadedlineinyidds. Revenuesof $10.083 hillionin 2003
increased $184 million or 2% from 2002, reflecting higher revenuesin
North Americaof $519 million or 9%, primarily dueto receivable
growth, including the addition of the GSB auto portfalio, partialy
offset by lower insurance revenues. Dedinesin Internationd
Consumer Finance revenues of $335 million or 9% resulted from
lower volumesand spreadsin Japan, offset by thetiming of
acquisitionsin 2002, the net effect of foreign currency tiandation and
growthinAdsa

Operating expenses of $3.600 billionin 2004 increased $112
million or 3% from 2003, reflecting increases of $91 million or 4%in
North Americaand $21 million or 2% in International Consumer
Finance. Theincreasein operating expensesin North Americawas due
to theaddition of the WMF portfolio, whiletheincreasein Internationa
Consumer Finance reflected theimpact of foreign currency trandation
in Japan and EMEA. Excluding foreign currency trandation, adecline
inexpenseswas driven by expense savingsfrom branch closingsand
headcount reductionswhich occurred during 2003 in Japan, partidly
offset by higher 2004 investment expensesincluding branch expanson
in Asia(primarily India) and EMEA. Operating expensesof $3.488
billion in 2003 increased $374 million or 12% from 2002, reflecting
increases of $218 million or 12% in North Americaand $156 million
or 13% in International Consumer Finance. Theincreasein North
Americaresulted from increased volumes, the addition of the GSB
auto portfolio andincreased staffing, collection and compliance costs.
Theincreasein International Consumer Finance resulted from the
impact of foreign currency trandation, additional costsin Japan
attributableto actionstaken to restructure the businessand the timing of
acquidtionsin 2002, partidly offset by expense savingsfrom branch
closingsand headcount reductionsin Japan.

Theprovisonsfor benefits, daims, and credit losseswere $3.506
billion in 2004, down from $3.727 hillion in 2003, primarily reflecting
lower net credit lossesin North Americaand Japan, and higher credit
reserve releases of $89 million, partialy offset by the WMF
acquigition. Thedeclinein North American credit lossesexcluding the
impact of WM F wasdriven by the overall improvement in the credit
environment, while the declinein Japan was driven by lower
bankruptcy losses. Net credit lossesand the rdlated loss ratio were
$3.431 hillion and 3.43% in 2004, compared to $3.517 billion and
3.88% in 2003, and $3.026 hillion and 3.69% in 2002. In North
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America, net credit losses were $2.065 billion and therdlated lossratio
was 2.63% in 2004, compared to $2.059 hillion and 2.94% in 2003 and
$1.865 hillion and 3.00%in 2002. Thedecreaseinthenet credit loss
ratio in 2004 was driven by improvementsin al products, theresult of
better overal credit conditionsinthe market and the shift to better credit
quality portfolios, partialy offset by theimpact of WMF. Thedecrease
inthenet credit lossratio in 2003 was mainly driven by improvements
inthereal-estate-secured and auto portfolios, which were partidly
offset by increased lossratesin the persond |oan portfolio. Net credit
lossesin Internationa Consumer Finance were $1.366 billion andthe
related loss ratio was 6.32% in 2004, compared to $1.458 hillion and
7.02% in 2003 and $1.161 hillion and 5.88%in 2002. The decressein
the net credit lossratio in 2004 was driven by improved credit
conditions, including lower bankruptcy lossesin Japan, partidly offset
by higher persona loanlossesin EMEA. Adjusting the net credit loss
ratiosfor the changein treatment of adjustmentsand refundsof interest
in Japan, asdiscussed above, would have resulted in International
Consumer Finance net credit loss ratios of 6.60% and 7.48%in 2004
and 2003, repectively. Theincreaseinthenet credit lossratioin 2003
was primarily dueto increased bankruptcy and contractual lossesin
Japan.

Loansddinguent 90 days or morewere $2.014 hillion or 1.90%
of loansa December 31, 2004, compared to $2.221 billion or 2.36% at
December 31, 2003 and $2.197 hillion or 2.48% a December 31,
2002. The decreasein the delinquency ratio in 2004 was dueto
improvementsinal regions.

RETAIL BANKING

Inmillionsof dollars 2004 2008 2002

Revenues, net of interest expense $18289  $16749  $14547
Oparating expensss 10111 9,080 7933
Provisonsfor benefits,

dams and credit losses 1,195 1520 1978
Income before taxes

and minority interest 6,983 6,149 4,636
Incometaxes 2122 1,881 1574
Minority interet, after-tax 57 48 0
Netincome $4804  $4220  $3023
Average assts (inhillionsof dllarg) 269 236 $10
Return on asts 1.7% 1.7% 15%
Aveagerisk capitd @ $13730  $13508
Return onrisk capitd @ 35% 31%
Return on invested capitd @ 17% 1™

(1) SeeFoonote(7) tothetebleon pege3.

Retail Banking reported net income of $4.804 hillionin 2004, up $584
million or 14% from 2003. Theincreasein Retail Banking reflected
growth in both North Americaand Internationa Retal Banking net
income of $220 million or 7% and $364 million or 30%, respectively.
Growthin North Americawasdriven by improved credit costs,
incdluding higher credit reserve releases, and higher revenues dueto
growth in customer volumes, partialy offset by adeclineinnet
servicing revenuesin Prime Home Finance, higher expenses dueto
increased investment spending and theimpact of the continued
liquidation of non-core portfoliosin the Commercid Business. The
increesein Internationd Retail Banking income primaxily reflected
growthin Ada, which included theimpact of the KorAm acquistion,
the benefit of strengthening currenciesand alower effectivetax rate
partialy duetonon-recurring tax benefits. Net income of $4.220
billion in 2003 grew $1.197 hillion or 40% from 2002, reflecting
growth in both North Americaand Internationa Retall Banking net



income of $882 million or 42% and $315 million or 34%, respectively.
Thegrowthin North Americawas driven by the GSB acquisition,
strong growth in customer volumesincluding mortgage originationsas
well asloan and deposit baances and improved credit costsin Mexico
and the Commercid Business. Thegrowthiin Internationd Retail
Banking net incomereflected improvementsin Argentinaand growth
inAsiaand EMEA, which morethan offset a2002 gainonthesdeof a
mortgage portfolioin Japan.

Inhillionsof dollars 004 2008 2002
Average cusomer deposits
North America $1157 $1122 $909
Bank Deposit Program balances @ 416 412 30
Totd North America 1573 1534 1289
Internationa 1032 862 788
Total average cusomer depodits $2605 $2306 077
Averageloans
North America $1318 $1140 $ 846
North America— Liquidating 57 89 130
Internationa 471 %60 A3
Total averageloans $1846  $1589  $1319

(1) TheBank Depost Program balancesare generated from the Sith Barney channd

(Globd Wedth Managament ssgment) and thefundsare maneged by Gitibenking
North America

Asshowninthepreceding table, Retail Bankinggrew average
customer depositsand average loansin 2004. Average customer
deposit growth of 3% in North Americaprimarily reflected increasesin
higher-margin demand accountsin Retail Ditribution, the Commercid
Businessand Mexico, and money market accountsin Retall
Digtribution, partially offset by declinesin Retail Digtributiontime
deposits, Prime Home Finance mortgage escrow depositsand the
impact of aweskening pesoin Mexico. Averageloan growth of 12%
in North Americareflected increasesin Prime Home Finance, Student
Loans, Retail Digtribution and Mexico, partidly offset by adeclinein
the Commercid Businessthat wasled by acontinuedreduction in the
liquidating portfolios, induding the sdle of the $1.2 billion Flest
Servicesportfolio at theend of the2003 third quarter. Inthe
international markets, average customer deposits grew 20% from the
prior year, primarily driven by growth in Asaand EMEA, which
included the benefits of the KorAm acquisition and foreign currency
trandation. Averageloansin International Retail Banking grew 31%
primarily dueto theimpact of the KorAm acquisition and positive
foreigncurrency trandation. Retail Banking North Americagrowthin
average customer deposits and averageloansin 2003 waslargely
driven by theacquisition of GSB, aswdll asorganic growth.
International Retail Banking average customer deposit growth in 2003
occurredinall regionsexcept Latin America, and benefited from the
impact of foreign currency trandation, while average loan growth was
driven by theimpact of foreign currency trandaion and growthin
ingdlment loans, primarily in Germany.

Asshowninthefollowing table, revenues, net of interest expense,
of $18.289 hillion in 2004 increased $1.540 hillion or 9% from 2003.
Revenuesin North Americagrew $496 million or 4% in 2004,
primarily dueto theimpact of loan and deposit growth and increesed
investment produc sales, partialy offset by adeclinein net servicing
revenuesin Prime Home Finance, theimpact of theliquidation of non-
core portfoliosin the Commercid Businessand lower net funding
spreads. Retail Distribution revenues grew $105 million or 4% dueto
theimpact of higher loan and deposit volumes, partialy offset by lower
net funding spreads. The Commercia Business revenues grew $2638

million or 13% dueto therecl assification of operating leasesfrom
loansto other assetsand therelated operating lease depreciation
expensefrom revenueto expense, and was partidly offset by the
impact of theliquidation of non-core portfolios, including the prior-year
sdeof the$1.2 billion Heet Services portfolio. Theredlassfication
increased both revenues and expenses by $403 million pretax in 2004.
Prime Home Finance revenues decreased $366 million or 20% mainly
dueto lower net servicing revenues and lower securitization revenues.
Thedeclinein net sarvicing revenueswas driven by lower hedge-
related revenues, that weretheresult of higher hedging costs, and the
impact of losses on mortgage servicing hedge ineffectivenessresulting
fromthevoldtilerate environment. Thelower securitization revenues
included aone-time decreasein revenues of $35 millionfromthe
adoption of SAB 105. Thesededlineswere partialy offset by the
impact of higher |oan volumesand theimpact of the PRMI acquisition.
Student loan revenues grew $125 million or 26% dueto theimpact of
higher net interest revenue, drivenby growth in averageloansand
originations, higher securitization-related gainsand the absence of a
prioryear write-down of the purchase premium of certain student
loans. Primericarevenues grew $53 million or 3% dueto increased life
insurance and investment feerevenues, partialy offsat by theimpact of
lower loan volumes and higher capita funding costs. Revenuesin
Mexicoincreased $311 million or 14% driven by theimpact of higher
loansand deposits, and the gain on sd e of amortgage portfolio,
partidly offset by thenegativeimpact of foreign currency trandation.
Thecomparisonto theprior year was aso impacted by the absence of
an $85 million write-down in 2003 of the Fobaproainvestment security
and revised edimates of reservesrelated to certain investments,
International Retail Banking revenuesincreased $1.044 billion or 21%,
primarily reflecting the positiveimpact of foreign currency trandation,
the addition of KorAm and growth in Asaand EMEA. Excluding
foreign currency trandation and KorAm, growth inboth Asaand
EMEA wasdriven by increased investment product sales, and higher
deposit and lending revenues. Revenues of $16.749 hillionin 2003
grew $2.202 hillion or 15% from 2002, reflecting the acquisition of
GSB and growth in Prime Home Finance, Primericaand Mexicofor
North America, and growthin dl internationa regions except Japan,
which declined dueto a$65 million gain on sdeof the$2.0hillion
mortgage portfolio in 2002.

Inmillionsof dallars 204 2008 2002

Revenues, net of interest expense

Retail Digribution $3066 $2961 $2611
Commercid Busness 2,295 2,027 2,006
PrimeHomeFinance 1,507 1,873 9B
Sudent Loans 612 487 47
PrimericaFinandd Savicss 2141 2,088 2,017
Mexico 2570 2,259 2,215
North America 12,191 11,695 10,201
EMEA 2,857 2,387 1,954
Jgoen 471 451 4%
Asa 2,164 1,652 1457
LainAmeica 606 564 439
International 6,098 504 4,346

Total revenues, net of interest expense $18280 $16749  $14547

Operating expenses of $10.111 billionin 2004 increased $1.031
billion or 11% from 2003, reflecting increases of $644 million or 10%
in North Americaand $387 million or 14%in Internationd Retall
Banking. In North America, growth wasmainly driven by theimpact
of the operating lease reclassfication in the Commercid Business of
$403 million, higher volume-related expenses and incressed
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investment spending in Retall Distribution, higher saff-related and
legd cogtsin Mexico and theimpact of the PRMI acquistion. The
increesein Internationd Retail Banking expensesreflectsthe impact of
foreign currency trandation, the addition of KorAmin Asia, higher
sdlescommissions and increased investment spending, including codts
asociated with branch and sdes-force expanson. Operating expenses
in 2003 were up $1.147 hillion or 14% compared to 2002, primarily
reflecting theimpact of acquisitions, other volume-related increases,
higher investment spending, aswell asrepositioning costsin Latin
Americaand EM EA.

The provisionsfor benefits, claims, and credit losseswere $1.195
billion in 2004, down from $1.520 hillion in 2003 and $1.978 hillionin
2002, reflecting alower provision for credit losses. The decreaseinthe
provison for credit lossesin 2003 reflected both releasesin credit
reserves and lower net credit losses. Higher credit reserve releases
reflected improvement in credit experiencein dl regions except
EMEA, whichincreased credit reserves, primarily driven by Germany.
Thedecreasein net credit lossesin 2004 was mainly dueto lower credit
codsinthe North AmericaCommercia Business excluding Mexico,
which benefited from theliquidation of non-core portfalios; Latin
America, which benefited from the absence of an $87 million write
down of an Argentine compensation noteintheprior year (whichwas
written down againgt previoudy established reserves); North America
(excluding Mexico) and Asa. Thesedeclineswerepartialy offset by
higher credit lossesin EMEA, primarily dueto Germany, and the
absenceof aprior-year $64 million credit recovery in Mexico. The
decreasein the provisonsin 2003 compared to 2002 wasmainly due
to lower credit costsin Mexico and the Commercid Business, and anet
$57 million reductionin the credit reserve in Argentinathat was
essentialy offset by additionsto the credit reservein Germany. In
2002, the provision for credit lossesincluded a$108 million provision
related to Argentina. Net credit losses (excluding the Commercid
Business) were $693 million and therdlated lossratio was 0.48%in
2004, compared to $614 million and 0.52% in 2003 and $644 million
and 0.71%in 2002. Theimprovement in the net credit lossratio
(excluding the Commercia Business) in 2004 was mainly dueto an
improved credit environment, which resulted in lower net credit losses
in North America(excluding Mexico) and Asaand the absence of the
$37 million write-down of the Argentina.compensation notein 2003.
Anincreasein EMEA was primarily dueto Germany. Commercial
Businessnet credit lasses were $214 million and therdated lossratio
was 0.53% in 2004, compared to $462 million and 1.09% in 2003 and
$712 millionand 1.76%in 2002. Thededinein Commercid Busness
net credit losseswas mainly dueto improvements in North America
(excluding Mexico) and, in the 2003 comparison, arecovery in
Mexico.

Loansddinquent 90 days or more (excluding the Commercia
Business) were $4.094 hillion or 2.47% of loans at December 31, 2004,
compared to $3.802 hillion or 3.07% a December 31, 2003 and $3.647
billion or 3.18% a December 31, 2002. Theincreasein ddinquent
loansin 2004 primearily resulted from increasesin Prime Home
Finance, reflecting theimpact of aGNMA portfolio that was purchased
inthe PRMI acquisition, and increasesin Germany including the
impact of foreign currency trandation. Thedeclineinthe 90 days
ddinquency ratio wasdriven by improved credit conditionsacrossdl
markets except Japan. Theincreasein ddinquent loansin 2003 was
primarily dueto theimpact of foreign currency trandation combined
with increasesin Germany and was partly offset by declinesin Prime
HomeFinance, Asaand Argentina.

Cash-basisloansin the Commercid Business were $735 million
or 1.78% of loansat December 31, 2004, compared to $1.350 hillion or
3.38% a December 31, 2003 and $1.299 hillion or 2.90% a December
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31, 2002. Cashtbasisloansimproved in 2004 primarily dueto broad-
based declinesin dl productsand regions, led by North America
(exduding Mexico), wherethe business continued towork through the
liquidation of non-core portfolios. Theincreasein cashrbasisloansin
2003 primarily reflected increasesin the vehicleleasing and
trangportation portfoliosin the North America (excluding Mexico)
Commercia Businessand was offset in part by improvementsand
foreign currency trandationin Mexico.

Average assts of $269 hillionin 2004 increased $33 hillion or
14% from 2003, which, in turn, increased $46 billion from 2002. The
increasein 2004 primarily reflected growthin average loansin the
Prime Home Finance and Student L oan businesses, theimpact of the
KorAm and PRMI acquisitions and theimpact of foreign currency
trandation, partialy offset by reductionsin the Commercid Business
dueto continued liquidation and sdles of non-core portfolios. The
increasein 2003 primarily reflected theimpact of acquisitions
combined with growth in loans.

OTHER CONSUMER

Inmillionsof ddlars 204 2003 2002
Revenues, net of interest expense %16 $59 $142
Opeaating expensss 32 26 32
Income before tax benefits 14 (197) (250)
Income tax benfits 69 &) (%%
Net income (loss) $95 ($124) ($154)

Other Consumer — whichincludes certain treasury and other
undlocated saff functions, globa marketing and other programs —
reported income of $95 million in 2004 and losses of $124 million and
$154 millionin 2003 and 2002, respectively. Incduded in the 2004
resultswerethegain on saeof Sambaof $378 million aftertax and a
$22 million after-tax release of reservesrelated to unused travelers
checksinanon-corebusiness, partiadly offset by a$14 million aftertax
write-down of assatsinanon-corebusiness. Excluding theseitems, the
increasein lossesin 2004 was primarily dueto lower treasury results,
including theimpact of higher capital funding costs, and higher saff-
related, globd marketing and legd cogts. Included inthe 2002 results
wasa$52 million aftertax gain resulting from the disposition of an
eguity invesment in EMEA, a$25 million aftertax release of areserve
rel ated to unused travelerschecksin anon-core business, and gains
fromthesdesof buildingsinAsa Excluding theseitems, the
reductioninlossesin 2003 was primarily dueto prioryear legd costs
in connection with settlements reached during 2002 and lower globa
marketing cogs.

Revenues, expenses, and the provisionsfor benefits, cdlaims, and
credit lossesreflect offsetsto certain line-item redassifications reported
in other Globa Consumer operating segments.



CORPORATE AND INVESTMENT BANKING

Inmillionsof dallars 2004 2003 2002

CIB Net Income-- Regional View

Inmillionsof dollars 2004 2003 2002

Revenues net of interest expense 1786 $0032 $19174
Operding expenss 20530 11,460 1209
Provison for creit losses 975 FL% 2,255
Income before taxes

and minority interest 2231 7,840 4,820
Incometaxes % 2429 1621
Minority interet, after-tax <] 37 )
Net income 042 $5374 $3174
Average risk capitd @ $19047  $16266
Return onrisk capitd @ 11% K
Return oninvested capital @ 8% 2%

North America(exduding Mexico) ($21900 w540 $1,011
Mexico 659 07 423
EMEA 1136 4 w7
Jpen 34 162 124
Ada(exduding Japan) 1,290 7 728
LainAmerica 813 566 131
Net income 0042 $6,374 3174

(1) SeeFootnate(7) tothetableon pege3.

Corporateand Investment Banking (CI B) reported net income
of $2.042 hillion, $5.374 hillion, and $3.174 billion in 2004, 2003, and
2002, respectively. The 2004 period reflectsadecrease of $4.382
billionin Other Corporate, primarily reflecting the $4.95 hillion (after-
tax) WorldCom and L itigation Reserve Charge, offset by an incresse of
$753 million or 16% in Capital Marketsand Banking and $297 million
or 40% in Transaction Services. Theincreasein 2003 net income
reflectsincreases of $1.376 billion in Other Corporate, primarily
reflecting the absence of a$1.3 billion aftertax chargein 2002 related
to the establishment of reservesfor regulatory settlements and rel ated
civil litigation, $647 million or 16% in Capital Marketsand Banking,
and $177 million or 31% in Transaction Services. Theincreeseinthe
averagerisk capita isduelargdly to theimpact on operational risk
capitd of theWorldCom and Litigation Reserve Chargeand the
acquistion of KorAm.

Capital Marketsand Banking net income of $5.395 hillionin
2004 increased $753 million or 16% compared to 2003, primarily due
to alower provisonfor credit lossesaswell asanincreasein Lending,
Fixed Income and Equity Marketsrevenues. Theincreasein expenses
wasdriven by higher incentive compensation, theimpact of recent
acquisitions, higher legd reserves, and increased investment spending
on grategic growthinitiatives. Netincome of $4.642 hillionin 2003
increasad $647 million or 16% compared to 2002, primarily reflecting
alower provision for credit losses, increasesin Fixed Income Markets
and the absenceof prior-year redenomination lossesin Argenting,
patialy offset by markto-market losses on credit derivatives (which
serveasan economic hedgefor theloan portfolio) as credit spreads
tightened.

Transaction Servicesnet incomeof $1.045 hillionin 2004
increased $297 million or 40% from 2003, primarily dueto higher
revenue reflecting growth in assets under custody and liability balances,
improved spreads, abenefit from foreign currency trandation and the
impact of KorAm, and alower provison for credit losses, partidly
offset by higher expenses. Transaction Services netincome of $748
million in 2003 increased $177 million or 31% from 2002, primarily
dueto alower provisonfor credit losses, the benfit of lower taxesdue
tothegpplication of APB 23 indefiniteinvestment criteriaand business
consolidation, aswell aslower expenses resulting from expense control
initiatives.

CIB netincome decreased in 2004 primarily asaresult of the
WorldCom and Litigation Reserve Chargein North America
(excludingMexico), partidly offsetby increasesin Asia(excluding
Japan), Mexico, Latin America, EMEA and Japan. Asia(excuding
Japan) net incomeincreased $515 million in 2004 primarily dueto
increasesin Fixed Income (mainly in globd distressed debt trading and
strong foreign exchangetrading results), Transaction Services Cash
Management revenues, loan lossreserve rd eeses as aresult of
improving credit quality and the acquisition of KorAm. Mexico net
income increased $252 million in 2004 primarily duetoloan lass
reservere easesresulting from improving credit quality. Latin America
net incomeincreesad $247 million in 2004 primarily dueto loan loss
reserve releases resulting from improving credit qudity, partidly offset
by strong prior-yeer trading gainsin Brazil. EMEA ne income
increased $212 million in 2004 primarily dueto the $378 million after-
tax gainonthesae of Samba, alower provisonfor credit losses
reflecting theabsence of prior-year credit lossesrel ated to exposureto
Parmdt, strong revenue growth in Transaction Servicesand current
period credit recoveries, partidly offset by anincreasein legal reserves.
Jepan net incomeincreased $172 million in 2004, primarily driven by
increasesin Fixed Income and Investment Banking revenue, againon
thepartid saleof Nikko Cordid shares, and alower provison for credit
lossesduetoloan lossreserverdlesses,

CAPITAL MARKETSAND BANKING

Inmillionsof dallars 2004 2008 2002

Revenues, net of interest expense $17106 $16445  $1574
Operating expenss 9,959 8910 7671
Provison for credit lossess (777) 73 2046
Income before taxes

and minority interest 7,924 6,797 6,027
Incometaxes 2440 2118 2,008
Minority interet, after-tax 37 24
Net income $H3B5 4642 $39H
Aveagerisk capitd @ $17666  $14.785
Return onrisk cepital @ 30% 31%
Return on invested capitd @ 24% 24%

(1) SeeFoonote(7) tothetableon pege3.

Capital Marketsand Banking reported net income of $5.395
billion in 2004, an increase of $753 million or 16% from 2003,
primarily dueto alower provision for credit lossesaswell asan
increesein Lending, Fixed Income and Equity Marketsrevenues. Net
income of $4.642 billion in 2003 increased $647 million or 16%
compared to 2002, primarily dueto alower provisionfor credit losses,
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increasesin Fixed Income Markets and Investment Banking, partidly
offset by dedlinesin Lending and Equity Markets.

Revenues, net of interest expense, of $17.106 hillion in 2004
increased $661 million or 4% from 2003. Theincressein revenuesin
2004 was primaxily driven by incressesin Lending, Fixed Income and
Equity Markets. Lending increased primarily dueto the absence of
prioryear lossesin credit derivatives (which serve asan economic
hedge for theloan portfolio) and the acquisition of KorAm. Fixed
Income Marketsincreased primarily dueto higher commodiities,
distressed debt and mortgagetrading, partialy offset by declinesin
interest rate and foreign exchangetrading. The Equity Markets
increase primarily reflectsincreasesin cash trading, including the
impact of the Lava Trading acquisition and higher derivatives, partidly
offsat by declinesin convertibles. Investment Banking wasflat
reflecting lower debt underwriting, offset by growthin equity
underwriting and advisory and other fees, primarily M&A.

Revenues, net of interest expense, of $16.445 hillion in 2003
increased $701 million or 4% from 2002. Revenue growth in 2003
was driven by increasesin Fixed Income Markets and Investment
Banking, partidly offset by declinesin Lending and Equity Markets.
Fixed Income Marketsincreased primarily dueto higher debt trading
ascompaniestook advantage of thelow interest rate environment.
Investment Banking increased primarily reflecting strong debt
underwriting volumes, partidly offset by lower Equity underwriting
volumes and advisory and other fees, primarily lower M&A. Lending
declined primarily reflecting markto-market losses on credit
derivatives as credit spreadstightened, partialy offset by theabsence of
2002 redenomination losses and write-downs of sovereign securitiesin
Argentina. Equity Markets declined primarily dueto lower business
volumesand declinesin derivatives.

Operating expensesof $9.959 hillion in 2004 increased $1.049
billion or 129 from 2003, primarily dueto higher compensation and
benefits expense (primarily reflecting ahigher incentive compensation
accrud), increased legd reserves, increased investment spending on
grategic growth initiatives and the acquisitions of KorAm and Lava
Trading. Operating expensesincreased $1.239 hillion or 16%in 2003
compared to 2002, primarily dueto increased compensation and
benefits expense, which isimpacted by the revenue and credit
performanceof the business. Theincreasein 2003 aso reflects costs
associated with the repositioning of the Company’ sbusinessin Latin
America(primarily severancerdated) and higher legd fees

The provision for credit losseswas ($777) million in 2004, down
$1.515 hillion from 2003, primarily dueto lower credit lossesinthe
power and energy industry, in Argentinaand in Brazil, and dueto
prioryear |osseson Parmalat, aswell asloan lossreserverdleasesasa
result of improving credit quality globally. The provisonfor credit
losses decreased $1.308 billion in 2003, primarily dueto the absence of
prioryear provisonsfor Argentinaand exposuresin the energy and
telecommunicationsindustries, aswell as reserve releasesreflecting
improved credit trends, partidly offset by the provision of $338 million
for credit lossesrelated to exposureto Parmalat.

Caghrbasisloanswere $1.794 hillion, $3.263 billion, and $3.423
billion a December 31, 2004, 2003, and 2002, respectively. Cagh-
basisloansnet of write-offs decreased $1.469 billion from December
31, 2003, primarily dueto decreasesrelated to borrowersin the
telecommunications and power and energy industries and charge-offs
againg reserves aswell as paydownsfrom corporate borrowersin
Argentina, Mexico, Austraia, Hong Kong, and New Zedand, partialy
offset by increasesin Koreareflecting the acquisition of KorAm. The
decreasein 2003 is primarily dueto decreasesto corporate borrowersin
Argentinaand New Zedand, aswell asreductionsin the
telecommunicationsindustry, partialy offset by the reclassification of
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cashtbasisloans ($248 million) in Mexico from Transaction Services
to Capital Marketsand Banking and increasesin exposure to Parmdat
andtotheenergy industry.

TRANSACTION SERVICES

Inmillionsof dallars 2004 2003 2002
Revenues net of interest expense 4,078 $359 3647
Opaaing expenss 2,846 2561 2589
Provison for creit lossess (198) ()] 209
Income before taxes

and minority interest 1430 1044 849
Incometaxes 31 2% 2r7
Minority interest, after-tax 4 - 1
Net income $1,045 $ 748 $571
Aveagerisk capitd @ $1,381 $1481
Return onrisk cepita @ 76% 51%
Return on invested capital @ 46% 3%

(1) SeeFoonote(7) tothetebleon pege3.

Transaction Servicesreported netincomeof $1.045 hillionin
2004, up $297 million or 40% from 2003, primarily dueto higher
revenuereflecting growth in liability balances, assets under custody and
fees, improved spreads, abenefit from foreign currency trandation and
theimpact of KorAm, and alower provision for credit losses, patidly
offset by higher expenses. Netincome of $748 millionin 2003
increased $177 million or 31% from 2002, primarily dueto alower
provision for credit |osses, the benefit of lower taxesdueto the
application of APB 23 indefiniteinvestment criteria, business
consolidation, and lower expensesresulting from expense control
initiatives.

Asshown in thefollowing table, average liabilitybalances of
$121 hillion grew 21% compared to 2003, primarily duetoincreasesin
Asiaand Europereflecting positiveflow and theimpact of theKorAm
acquisition. Assetsunder custody reached $7.9 trillion, anincrease of
$1.5trillion or 23% compared to 2003, primarily reflecting market
gppreciaion, abenefit from foreign currency trandation, and
incrementa net sdes.

0 O R 0 072

Liahility balances (averageinhillions) 21 $100 5
Assets nder custody (EOPintrillions) $79  $64 %1

Revenues, net of interest expense, increased $479 million or 13%
to $4.078 billion in 2004, reflecting growth in Cash and Global
Securities Services, offset by declinesin Trade. Revenuein Cash
Management increased $308 million or 15% from 2003, mainly due to
growthin ligbility baances, improved soreads, theimpact of the
KorAm acquisition and abenefit from foreign currency trandation and
increesed fees. Revenuein Globa Securities Servicesincreased $186
million or 19% from 2003, primarily reflecting higher assetsunder
custody and feesand theimpact of acquisitions, partialy offset by a
prioryear gain on the sale of interest in a European market exchange.
Traderevenue decreased $15 million or 3% from 2003, primarily due
to lower spreads. Revenues, net of interest expense, were $3.599
billion in 2003, down $48 million or 1% from 2002, driven by declines
in Trade and Globa Securities Services, offset by increasesin Cash
Management. Revenuein Trade decreased $71 million or 11% from
2002 primerily dueto lower spreadsreflecting thelow interest rate
environment in 2003, price compression and decreased asset leves.
Revenuein Globa Securities Services decreased $10 million or 1%,
mainly dueto lower market capitaization and declinesin depository



recei pt issuance activity. Cash Management revenueincreased $33
million or 2% primarily dueto increased business volumesreflecting
higher liability balances, and abenefit from foreign exchange currency
trandation. The 2003 and 2004 periodsincluded gainson the early
termination of intracompany deposits (which were offset inCapital
Markets and Banking).

Operating expensesincreased $285 million or 11%in 2004 to
$2.846 hillion, primarilydueto theimpact of foreign currency
trandaion andhigher business volumes, includingtheeffect of
acquisitions, aswell asincreased compensation and benefits codts.
Operating expensesof $2.561 billionin 2003 decreased $28 million or
1% from $2.589 hillion in 2002, primarily reflecting expense control
initiatives. The decreasein operating expensesin 2003 was partidly
offset by costs associated with the repositioning of the Company’s
businessin Latin America, investment spending related to higher
businessvolumesand integration costs associated with new business
relaionships.

The provisionfor credit losseswas ($198) million, ($6) million,
and $209 million in 2004, 2003, and 2002, respectively. The provision
for credit |osses decreased by $192 million from 2003, primarily dueto
loan loss reserverdeases of $163 millionin 2004 asareault of
improving credit quality and current period net credit recoveriesin
Latin America. Theprovision for credit losses decreased by $215
millionfrom 2002, primarily dueto prior-year write-offsin Argentina
and reserve releases reflecting improved credit trends. Thereductionin
credit costswas partidly offset by 2003 provisionsfor selected
borrowersin Brazil and Parmalat.

Cesh-basisloans, which in the Transaction Services businessare
primarily trade finance receivables, were $112 million, $156 million,
and $572 million a December 31, 2004, 2003, and 2002, respectively.
The decreesein cashrhasisloans of $44 million in 2004 was primarily
due tocharge-offsin Argentinaand Poland. Cash-basisloans
decreased $416 million in 2003, primarily dueto aredlassfication of
cashrbasisloans ($248 million) in Mexico from Transaction Services
to Capital Marketsand Banking, dong with charge-offsin Argentina
and Poland.

OTHER CORPORATE

Inmillionsof ddlars 04 2008 2002
Revenues, net of interest expense $602 %12 ¢ 27
Operating expanss 7,125 (1 1,839
L ossbeforeincometaxes (benefits) (7123 @ (2050)
Incometaxes (benfits) (2725) 15 (664)
Net income (los9) ($4,399) ($16)  ($1.3%)

Other Corporate— which indudesintra-CIB segment diminations,
certain onetimenon-recurring items and tax amounts not alocated to
CIB products— reported anet loss of $4.398 hillion in 2004 compared
to anet loss of $16 millionin 2003, reflectingthe $4.95 billion after-tax
WorldCom and Litigation Reserve Charge, partidly offset by a$378
million aftertax gain onthe sale of Sambaand a$120 million aftertax
insurance recovery related to WorldCom and Enron legd matters. The
net loss of $1.392hillion in 2002 was primarily aresult of a$1.3 hillion
aftertax charge relaed to the establishment of reservesfor regulatory
settlements and rdated civil litigetion.
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GLOBAL WEALTH MANAGEMENT

Inmillionsof dallars 2004 2008 2002

Revenues, net of interest expense $3529 $7847 $7573
Operaing expanss 6,666 5753 5,562
Provison for credit losses ® 12 24
I ncome beforetaxes 1,868 2,082 1,987
Incometaxes 659 736 700
Netincome $1209  $1346  $1,287
Average risk capitd @ $1907  $L8%
Return onrisk cepital @ 63% 71%
Retum on invested capitd @ 52% 5%

(1) SeeFoonote(7) tothetableon pege3.

Global Wealth Management reported net income of $1.209
billionin 2004, adecrease of $137 million or 10% from 2003,
reflecting adeclinein Private Bank, partidly offset by double-digit
growth inSmithBarney. Private Banknet income of $318 millionin
2004 decreased $233 million or 42% compared to 2003, reflecting a
$288 million decline in Japan mainly dueto a$244 million aftertax
charge associated with the closure of Private Bank operationsin Japan,
aswdl asadedlinein transactiona revenue. Excluding Japan, Private
Bank income grew $55 million or 12%, driven by growthinrecurring
fee-based and net interest revenues, alower effectivetax rateand
improved credit cogts, which were partidly offset by higher incentive
compensation cogs. SmithBarney net income of $891 millionin 2004
increased $96 million or 12% compared to 2003, primarily driven by
increases in asst-hased revenue and transectiond revenue, partidly
offsat by increased marketing expenses, legd and compliance charges
and continued investment in new client offerings.

Net income of $1.346 hillion in 2003 increased $59 million or 5%
from 2002, reflecting double-digit growth in PrivateBank, partialy
offset by adedlineinQmithBarney. Private Bank net income of $551
million in 2003 increased $90 million or 20% from 2002, primarily due
to increased investment management and capital markets activity
combined with growth in lending revenues, partidly offset by
increasad incentive compensation associated with the higher revenues.
Smith Barney net income of $795 million in 2003 decressed $31
million or 4% from 2002, primarily dueto lower earningson capitd, a
higher effectivetax rate and increased legd, advertising and marketing
costs.

Thetablebd ow shows net income by region for Global Wedth
Management:

Global Wealth Management Net Income — Regional View

Inmillionsdf dollars 2004 2003 2002

driven by strong asset-based revenue growth, partiallyoffset by higher
operating expensesand higher Private Bank results of $7 million,
whichwere primarily driven by strong banking and lending volumes,
aswell asalower effectivetax rate, and partialy offset by higher
employeerelated costsand net interest margin compression. EMEA
net income of $15 million in 2004 increased $31 million from 2003,
primarily driven by growth infeeincome aswell astransactiond
revenues and improved credit costs. Mexico net income of $52 million
in 2004 increased $11 million from 2003, resulting from higher
transactiond revenue and higher feeincome. Asianetincomeof $125
million increesed $7 million from 2003, primarily reflecting higher fee-
based and net interest revenue, partidly offset by higher employee-
related costsdriven by investmentsin bankers and product specialists.

SMITH BARNEY

Inmillionsof dallars 2004 2008 2002

Revenues net of interest expense $485  HBL %3872
Operaing expanss 5016 4570 4555
Provison for credit lossss - 1 6
Income beforetaxes 1,469 1,280 1311
Incometaxes 578 435 485
Net income $ 891 $ 75 $826
Average risk capitd @ $115%6  $.,269
Returnonrisk capitd @ 7% 63%
Return on invested capitd @ 57% 48%

(1) SeeFoomnate(7) tothetebleon page3.

North America(exduding Mexico) $1179 $1,076 $1,076
Mexico 2 1 20
EMEA 15 (19) 8
Jgpen (205) & €0
Ada(exduding Japan) 125 18 R
LainAmaica 43 4 31
Net income $1,209 $1,346 $1,287

Globd Wedth M anagement net income decreased $137 million
in 2004 from the prior year, primarily dueto the declinein Japan,
partialy offset by growthin North America, EMEA, Mexico and Asia.
The Japan net loss of $205 million in 2004 represented a$288 million
decrease inincome from 2003, dueto thePrivate Bank closure. North
Americanet incomeof $1.179 billion increased $103 million from
2003, reflecting higher Smith Barney results of $96 million, primarily
15

Smith Barney reported net income of $891 millionin 2004
compared to $795 million in 2003 and $826 millionin 2002. The $96
million or 12% increase during 2004, primarily dueto increasesin both
assat-based revenueand transactiona revenue, was partialy offset by
increased marketing, legal and compliance expenses and continued
investment in new dient offerings. Netincomein 2003 declined $31
million or 4% compared to 2002, primarily dueto lower earningson
capita, ahigher effectivetax rate and increased legd, advertising and
marketing costs.

Revenues, net of interest expense, increased $634 millionin 2004
10 $6.485 hillion, primarily duetoincreasesin both asset-based fee
revenue, reflecting higher assets under feebased management, and
transactiond revenue, reflecting equity market gppreciaion driving
trading. Revenues, net of interest expense, decreased $21 million in
2003t0 $5.851 hillion, primarily dueto lower earningson capital and
decreases in asset-based revenue, reflecting declinesin feesfrom
managed accountsand lower net interest revenue on security -based
lending, partialy offset by increased transactiona revenue. The
decrease in managed account revenuereflectsachangein client assst
mix during 2003.

Total assets under fee-based management were $240 hillion, $209
billion, and $158 hillion as of December 31, 2004, 2003, and 2002,
respectively. Theincreasein 2004 and 2003 was primarily dueto
positivenet flowsand higher equity merket values. Totd client assets,
including assetsunder fee-based management, of $1.156 trillionin
2004, increased $88 hillion or 8% from $1.068 trillion in 2003, which
inturnincreased $177 hillion from 2002. Theincreasein 2004 and
2003 was primarily dueto higher equity market valuesand positive net
flows of $24 and $28 hillion, respectively. BaancesinSmith Barney's
Bank Deposit Program totaled $43 hillion in 2004, which increased
dightly from2003. Srith Barneyhad 12,138 financid consultants as
of December 31, 2004, compared with 12,207 as of December 31,



2003, and 12,690 as of December 31, 2002. Annudized revenue per
financia consultant of $536,000 in 2004 increased 13% from $473,000
in 2003, which in turn increased 3% from $459,000 in 2002.

Thefollowing tabledetail strendsin total assetsunder fee-based
management, total client assetsand annualized revenue per financial
consultant:

Inhillionscf dollarsat year end 2004 2003 2002
Client BusinessVolumes

Proprietary Managed Assts $44 $35 2
Other Assstsunder FeeBasad Management 8 7 8
Banking and Hdudiary Deposits 49 45 3
Invetment Finance 2 37 3
Other, principaly Custody Accounts 81 71 59
Tatd 24 $1% $170

Inhillionsof dollars 004 2008 2002
Conaulting group and

internally managed accounts $156 $137 $106
Finandd conaultant managed accounts A s 52
Total assets under

fee-based management ® 40 $209 $158
Srith Barney assts $ 978 $ 912 $r62
Other investor assetswithin

Citigroup Globd Markets 178 156 129
Total Smith Barney assats® $,15  $1063 $891
Annudized revenue per financid

consultant (inthousands of dollary) $ 536 $ 473 #59

(D)  Indudesasstsmaneged jaintly with Citigroup Assst Manegement.

Operating expensesincreased $446 million in 2004 to $5.016
billion from $4.570 billion in 2003, which in turn increased $15 million
from $4.555 hillion in 2002. Theincrease in 2004 and 2003 primarily
reflectshigher legd and advertising and marketing costsaswell as
continued investment expenses.

PRIVATE BANK
Inmillionsof ddllars 2004 2008 2002
Revenues, net of interest expense 2044 $1,996 $1,701
Opaaing expenss 1,650 1183 1,007
Provison for credit lossss ® n 18
Income before taxes 39 a2 676
Incometaxes 8l 251 215
Net income $ 318 $ 551 $ 461
Client busness volumes under

management (inhillionsof dallars) 224 $1% $170
Average risk capitd @ $751 w27
Returnonrisk cepital @ 42% 88%
Return on invested capitd @ 40% 8%

(1) SeeFoonate(7) tothetableon pege3.

PrivateBank reported net income of $318 million in 2004, down
$233 million or 42% from 2003, reflecting a$288 million declinein
Jepan. The declinein Japan reflected a$244 million aftertax charge
associated with the closure of the business, aswell asadeclinein
transactiond revenue. Excluding Japan, income grew $55 million or
12% driven by growthin recurring feebased and net interest revenues,
alower effectivetax rate and improved credit cosswhich were
partialy offsat by higher incentive compensation costs. Net income of
$551 million in 2003 was up $90 million or 20% from 2002, primarily
reflecting increased investment management and capital markets
activity, lending activity, and alower provisonfor credit losses,
partialy offset by higher expenses, reflecting incentive
compensation expense associated with higher revenuesand higher
other employee-related cogts, and theimpact of narrowing interest rate
Spreeds.

Client busnessvolumeswere $224 hillion at theend of theyesr,
up $29 hillion or 15% from $195 billion at the end of 2003. Double-
digit growthin client businessvolumeswasled by anincreasein
custody assets, which were higher in al regions except Japan.
Proprietary managed assetsincreased $9 billion or 26% predominantly
inthe U.S,, reflecting theimpact of positive net flows. Investment
finance volumes, which includeloans, letters of credit, and
commitments, increased $5 biillion or 14%, reflecting growth inrea-
egdtate-secured loansin the U.S. and increased margin lending inthe
internationd business, excluding Jgpan. Banking and fiduciary
depositsgrew $4 billion or 9%, with double-digit growth inthe U.S.
and EMEA, patidly offset by a$1 billion or 19% declinein Japan.
Client business volumeswere $195 hillion a theend of 2003, up 15%
from $170 billionin 2002, reflecting increasesin other (principally
custody) accountsof $12 hillion, banking and fiduciary deposits of $7
billion, investment finance volumes of $4 billion and assets under fee-
based management of $2 billion.

Revenues, net of interest expense, were $2.044 billion in 2004, up
$48 million or 2% from 2003 as combined growth of $112 million or
6% in Asia, North America (induding Mexico), EMEA and Lain
Americawas partidly offset by a$64 million or 24% dedinein Japan.
In Asia, revenueincreased $34 million or 9%, reflecting broad-based
increasesin recurring fee-based and net interest revenue that were
partidly offsat by adeclinein client transactiona activity and lower
performancefess. Revenuein North Americaincreased $32 million or
4%, primarily driven by strong growthin banking and lending volumes
inthe U.S. and increased dlient transaction activity in Mexico,
combined with growth in feeincome from discretionary, custody and
trust assetsin both the U.S. and Mexico. Growth in North Americawas
negatively impacted by net interest margin compression asincreased
funding codts, induding lower revenue from treesury activities, was
partidly offset by the benefit of changesinthemix of depositsand
lidhilities. In EMEA, revenue grew $31 million or 12%, primarily
driven by growth in feeincomefrom discretionary and trust assetsas
well asincreased transactiona revenue.

Revenue growth of $15 million or 7% in Latin America primarily
reflected growth in banking and lending volumes. In Jgpan, revenue
declined $64 million or 24% mainly dueto lower transactiond
revenues. Revenues, net of interest expense, were $1.996 billionin
2003, up $295 million or 17% from 2002, primaxily driven by revenue
increases from investment management and capital marketsactivity, as
well aslending and banking activities, partidly offset by theimpact of a
narrowing of interest rate spreads.

Operating expenses of $1.650 billion in 2004 were up $467
million or 39% from 2003. Operating expensesin 2004 indluded the
$400 million exit plan chargein Japan. Excluding theexit plan charge,
expenses increased $67 million or 6%, primarily reflecting increesesin
incentive compensation resulting from corresponding increesesin
revenue, aswell ashigher staff cogtsthat were driven by investmentsin
bankers and product specidists. Offsatting the growth in expensss was
theabsenceof prior-year repositioning costsin Europe. Operating
expenseswere $1.183 hillion in 2003, up $176 million or 17% from
2002, primarily reflecting increased incentive compensation associated
with higher revenues, incrementa repositioning costsin EMEA, and
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increased sdary and benefits costs dueto achangein employee mix of
front-end salesstaff.

Theprovisonfor credit lossesreflected net recoveriesof $5
millionin 2004 compared to net provisons of $11 million in 2003 and
$18 millionin 2002. Theimprovement in 2004 reflected net recoveries
in Japan, Ada, the U.S,, and Europe. Theimprovement in 2003
primarily reflected an improvement in credit experiencein North
Americaand Asia, partialy offset by higher net writeoffs inJapan.

Net credit write-offs/ (recoveries) in 2004 were (0.02%) of average
loans outstanding compared with 0.05% in both 2003 and 2002. Loans
90 daysor more past dueat yearend 2004 were $127 million or 0.33%
of tota |oans outstanding, compared with$121 million or 0.35% & the
end of 2003.

Thedeclineintheeffectivetax ratein 2004 ascompared to the
prior year was primarily driven by theimpact of the $400 million
pretax ($244 million aftertax) Japan exit plan implementation charge.
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ALTERNATIVE INVESTMENTS

Inmillionsof dallars 204 2008 2002

Revenues, net of interest expense $1,703 $1,279 el
Opaaing expensss 462 33 23
Provison for credit lossss - - 31
Income (los) before taxes

and minority interest 1,241 836 25
Incometaxes 338 K02) 2
Minority intere, after-tax ) 175 23
Net income (loss) $ 768 $ 402 ($20)
Aveagerisk capitd @ $3,669 $3.945
Returnonrisk cepita @ 21% 10%
Retum on invested capitd @ 19% P

(1) SeeFoonote(7) tothetebleonpege3.

Alternative I nvestments reported revenues, net of interest
expense, of $1.703 hillion in 2004, which increased $424 million or
33% from 2003, reflecting higher Private Equiity results of $418 million
and higher Other Investment Activities revenues of $6 million. The
higher Private Equity resultswere primarily dueto net unredized gains
on invesmentsin Citigroup Venture Capitd (CVC) Equity Partners
Fund, and investmentsin Europe, as compared to net unredlized losses
in 2003, aswell ashigher net redized gains, partialy offset by lower
mark-to-market gainson public securities. Revenues, net of interest
expense, of $1.279 hillion in 2003, increased $985 million from 2002
reflecting higher Private Equity resultsof $1.362 billion, primerily from
higher mark-to-market gainson public securities, lower net unredlized
losses, higher fee revenues and lower capitd funding codts, partidly
offset by lower Other Investment Activities revenues of $377 million.
Thededlinein Other Investment Activitieswas driven by the absence
of the 2002 gain on the sale of 399 Park Avenueof $527 million,
partialy offset by higher feerevenuesin CAl and dividendsfrom
Travelers Property Casudty Corp. (TPC) shares.

Operating epenses of $462 million in 2004 increesed $69 million
or 18% from 2003, primarily reflecting higher formulaic incentive
compensation within Emerging Markets and CAl. Operating expenses
of $393 million in 2003 increased $155 million or 65% from the prior
yeer, primarily reflecting increased expensesin CAl of $96 millionand
in Private Equity of $65 million. Theincreasein CAl expensesresulted
fromthefull-year impact of CAI’ scontract with TPC, whereby CAl
managed TPC' sinvestmentsfollowing the August 20, 2002
distribution, aswell asfrom dlient businessgrowth and higher levelsof
performance-driven incentive compensation. The $65 millionincrease
in Private Equity expensesresulted from higher performancebased
compensation and businessgrowth. Thedecreasein the provision for
credit losses of $31 million in 2003 from 2002 primerily relatesto the
absence of Private Equity loan write-offsthat occurred in 2002,

Minority interest, aftertax, of $75 million in 2004 decreased $100
million from 2003, primearily dueto theabsenceof prior-year dividends
and amarkto-market val uation on the recapitalization of an investment
held within the CV C Equity Partners Fund. Minority interest, aftertax,
of $175 million in 2003 increased $152 million from 2002, primarily
dueto theimpact of dividends and amark-to-market vauationonthe
recapitaization of aninvestment held withinthe CV C Equity Partners
Fund in 2003.

SeeNote 5 to the Consolidated Financid Statements for additional
information on investmentsinfixed maturity and equity securities.

Thefollowing sections contain information concerning revenues,
net of interest expense, for thetwo maininvestment classifications of
Alternetive Invesments.

Private Equity includes equity and mezzanine delat financing, on
both adirect and anindirect basis, in companiesprimarily located inthe
United States and Western Europe, including investments mede by
CVC Equiity Partners Fund, investments in companieslocated in
developing economies, CV C/Opportunity Equity Patners, LP
(Opportunity), and theinvestment portfolio rel ated to the Banamex
acquistionin August 2001. Opportunity isathird-party managed fund
investing in companiesthat were privatized by the government of
Brazil inthe mid-1990s. The remaining investmentsin the Banamex
portfolio wereliquidated during 2003.

Private equity investments held in investment company
subsidiariesand Opportunity arecarried et fair vaue with net
unredized gains and losses recorded in income. Direct investmentsin
companies|ocated in developing economiesare principaly carried at
cogt with impairments recognized in incomefor “ other than
temporary” declinesinvaue.

Asof December 31, 2004 and 2003, Private Equity included
asts of $5.858 billion and $5.610 hillion, respectively, with the
portfolio primarily invested inindustria, consumer goods,
communication, and technology companies. Theincreaseinthe
portfolio of $248 million from 2003 relates primarily to theimpact of
net unredlized gainsin 2004. On aregiond basisas of December 31,
2004, Private Eqity included assets of $2.664 billionin North
America (induding Mexico), $2.010 billionin EMEA, $892 millionin
Latin America, $287 millionin Asia, and $5 million in Japan. Asof
December 31, 2003, Private Equity included assetsof $2.535 hillionin
North America(including Mexico), $1.790 hillionin EMEA, $961
millionin Latin America, $317 million in Ada, and $7 millionin
Japan.

Revenues, net of interest expensefor Private Equity, are
composed of the following:

Inmillionsof dallars 2004 2003 2002

Net redlized gains © $ 42 $388 $180
Public mark-to-merket @ 23 (209
Net unredlized gains (losses) @ 517 (240) (670)
Other @ 39 500 243
Revenues, net of interest expense $1,324 $06 ($456)

(1)  Indudesthechangesin net unredlized gains (losses) related to mark-to-merket
reversdsfor invesmentssold during theyeer.

(2 Indudesvduation adjusmentsand other than temporary imparmentson privete
euity invesments

(3  Indudesather invesment income (induding dividends), menegement fees and
funding cods

Revenues, net of interest expense, of $1.324 billionin 2004
increased $418 million from 2003, primarily reflecting higher net
unrealized gainsof $757 million and higher net redlized gainsof $64
million, partialy offset by lower public mark-to-market results of $302
million and lower other revenues of $101 million resulting from
decreased dividendsand fees. Thehigher net unrealized gainswere
driven by lower net impairmentsin emerging market investments and
higher net valuationsin CV C Equity Partners Fund, Emerging Markets
and Europe. Theincreaseinthe CV C Equity Partners Fund was dueto
avauation adjusment in an underlying German invesment. The
EmergingMarkets improvements were primarily from the Opportunity
Fund investment, driven by the absenceof prior year losses, and
improvementsin an Asan private equity fund. The Europeresults
reflect improved performancein many of the underlying investments,
an improving European private equity market, and theimpact of
foreign exchange. Thelower public mark-to-market resultswere
primarily dueto aninvestment in an Indian software company,
reflecting agenerd declinein public market valuesinthe Indian
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software sector. The lower Other revenueswere primarily driven by
lower dividends and feesin the CV C Equity Partners Fund.

Revenues, net of interest expense, of $906 millionin 2003
increased $1.362 hillion from 2002, primarily relating to higher net
mark-to-market gains on public securities of $467 million, lower net
unrealized losses of $430 million, higher other revenues of $257
million, and higher net redlized gainson sales of investments of $208
million. Thehigher net mark-to-market gainson public securities
primarily resulted from theimproved equity market conditionsthat
exigted in 2003. Thelower net unredized losseswere driven by
va uation adjustments on Emerging Market investments, lower
impairmentson other Private Equity investments, and higher vauation
revenuesin 2003 from the recapitdization of certain Private Equity
investments held within the CV C Equity Partners Fund. Thelower net
unredlized lossesin Emerging Marketsincluded $264 million in lower
impairmentsin Argentinaand lower other Latin Americaimpairments,
partialy offset by lower revenues on the Opportunity fund investment
of $210 million. Other revenuesincreased $257 million dueto higher
dividendsand fees, largely theresult of the recapitaization of certain
Private Equity investmentsand from an investment that had an initia
public offering, al of which are hdd within the CV C Equity Partners
Fund, aswell astheimpact of lower capitad funding costs. The
increasein net redized gainson saesof investments of $208 million
wasdriven by higher sdesof venture capitd and emerging market
investments, including the liquidation of the remaining Banamex
holdings.

Other Investment Activitiesincludes CAl, various proprietary
investments, including Citigroup’ sownership interest in The S. Paul
TravdersCompanies (formerly TPC) outstanding equity securities,
certain hedge fund investments and the LDC Debt/Refinancing
portfolios. The LDC Debt/Refinancing portfoliosinclude investments
in certain countriesthat refinanced debt under the 1989 Brady Plan or
plansof asmilar natureand earningsare generaly derived from
interest and restructuring gains/l osses.

Other Investment Activitiesinvestmentsare primarily carried a
fair vdue, with impairment writedownsrecognized in income for
“other than temporary” declinesinvaue. On April 1, 2004, themerger
of TPC and the &. Paul Companieswas completed. Existing shares of
TPC common stock were converted to 0.4334 shares of common stock
of the S. Paul Travelers Conpanies (St. Paul). Asof December 31,
2004, the Company held approximately 39.8 million sharesor
gpproximately 6.0% of S. Paul’ soutstanding equiity securities. The S
Paul common stock positionisclassified asavalable-for-sale. Asof
December 31, 2004, Other Investment Activitiesincuded assets of
$3.009 hillion, indluding $1.482 hillion in &. Paul shares, $1.135
billion in hedge funds, $163 million in the LDC Debt/Refinancing
portfolios, and $229 millionin other assets. Asof December 31, 2003,
total assetsof Other Investment Activitieswere $2.909 hillion,
including $1.693 billionin . Paul shares, $692 million in hedge funds,
the mgjority of which represented money managed for TPC, $365
millioninthe LDC Debt/Refinancing portfolios, and $159 million in
other asts.
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Themagjor components of Other Investment Activities revenues,
net of interest expense, areasfollows:

Inmillionsof dollars 204 2008 2002

LDC Det/Refinancing portfolios $1 $7 $11
Hedge fund invesments 12 0 70
Otha @ 36 286 669

Revenues, net of interest expense £ 873 $/0

(1) Coagspimaily of revenueseamed by CAl eswll asredized gainsand ather
revenue eaned rdaing to Citigroup' sownarshipinterest in S. Paul. Thepretax profit
(revenues|less aperating expensss) of the CAl busnessarereflected in the respective
Citigroup ditributor’s (Srith Barney, and Private Bark) incomestatemant as
re/aues

Revenues, net of interest expense, of $379 millionin 2004
increased $6 million from 2003, primarily relating to higher other
revenues of $80 million, partialy offset by lower hedge fund results of
$68 million. The higher other revenues reflected higher revenuesof
$47 million from investment activity relating to Citigroup’s ownership
interest in &. Paul, a$33 million increesein CAI revenues and higher
revenues of $17 million from redl estateinvestments. Revenues, net of
interest expense, of $373 millionin 2003 decreased $377 million from
theprior year dueto the absence of a$527 million gainin 2002 from
thesdeof 399 Park Avenue, partidly offset by a$96 million increase
in CAl revenues due to improved investment performance and
business growth and a$50 million increasein revenue from TPC
shares, including dividends and net realized gains.

Alternative Investmentsresults may fluctuateinthefutureasa
result of market and asset-specificfactors.



CORPORATE/OTHER

Inmillionsof dollars 2004 2003 2002

Revenues, net of interest expense ($ 270 $935 $ R0

Operding expensss (23 43 1013
Provisonsfor benefits,

dams and credit lossss - @ 20
Income (loss) from continuing

oper ations beforetaxes minority

interegt, and cumulative effect

of accounting change (242 A 13
Incometax benefits (280) (187) (9]
Minority interet, after-tax (10 10 2
Income from continuing oper ations 48 271 71
Income from discontinued operations s27] 7% 2641
Cumulativeeffect of accounting change - - @
Net income $1040  $1066  $265

Corporate/Other reported net income from continuing
operaions of $48 millionin 2004, adedineof $223 millionfrom
2003, which was primarily dueto lower net treesury results, partialy
offset by thegain onthe sdeof EFS, which resulted in an aftertax gain
of $180 million in the 2004 firgt quarter. Net income from continuing
operations of $271 million in 2003 increasad $200 million from 2002,
primarily duetoincreased tax benefits of $101 million.

Revenues, net of interest expense, of ($270) millionin 2004,
decreased $1.205 hillion from 2003, primarily dueto lower net treasury
results, lower intersegment eliminations and the absence of theprior-
year revenuesearned in the EFSbusiness, partidly offset by thegain
onthesdeof EFS. Thetreasury decreaseresulted from incressed
funding cogts, dueto both higher interest rates aswell ashigher debt
levels, and theabsence of theprioryear gainonthesdeof a
convertiblebond. Revenues, net of interest expense, of $935 millionin
2003 decreased $45 millionfrom 2002, primearily dueto lower
intersegment eliminations, partialy offset by higher net treasury results.
Thetreasury increaseresulted fromagain onthe sdeof aconvertible
bond and favorableinterest rate positioning, partialy offset by lower
redlized gainson fixed incomeinvestments.

Operating expenses of ($28) million in 2004 decreased $871
millionfrom 2003, primarily dueto lower intersegment eliminations,
theabsenceof prioryear operating expensesin EFSand lower
employeerdated costs. Operating expenses of $843 million in 2003
decreased $170 million from 2002, primarily dueto lower
intersegment eiminations, partialy offset by higher unallocated
corporate costs and a$50 million pretax expensefor the contribution of
appreciated venture capital securitiesto the Citigroup Foundation. The
increase in undlocated corporate costsincluded higher insurance,
employeerdated, and legd costs. The Citigroup Foundation
contributions had minimal impact on Citigroup's earnings after related
tax benefits

Income tax benefits of $280 millionin 2004 induded the impact
of a$147 million tax reserve release due to the closing of atax audit.
Incometax benefits of $187 million in 2003 included theimpact of a
tax reserve release of $200 million that had been held at thelegacy
Asociates businessesand was deemed to bein excess of expected tax
lighilities. Incometax benefits of $86 millionin 2002 included thetax
benefit resulting from the lossincurred on the sale of the Associates
property and casudty operationsto TPC, which was spun-off inthe
2002third quarter.

Discontinued operationsrepresentsthe operationsdescribed in the
Company’ s June 24, 2005 announced sde of subgtantialy dl of its
Asst Management Business, its January 31, 2005 announced

agreement for the sde of Citigroup’ s TravelersLife & Annuity,
subgtantidly dl of Citigroup’ sinternationd insurance businessand
Citigroup’ sArgentine pension business, aswell asthe operationsof
TPC through August 20, 2002. Income from discontinued operations
in 2002 asoincluded gainsonthe sadleof stock by asubsdiary of
$1.270hillion ($1.158 hillion aftertax), primarily consisting of an after-
tax gain of $1.061 hillion asaresult of the TPC PO of 231 million
sharesof itsclass A common stock. See Note 3 to the Consolidated
Financid Statements.

The 2002 cumul ative effect of accounting change of $47 miillion
reflected the 2002 impact of adopting SFAS 142 relating to goodwill
and indefinite-lived intangible assets. See Note 1 to the Consolidated
Financia Statementsfor further detail sof the cumulative effect of
accounting change.
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REPORT OF INDEPENDENT REGISTERED
PUBLIC ACCOUNTING FIRM —
CONSOLIDATED FINANCIAL STATEMENTS

The Board of Directors and Stockholders
Citigroup Inc.:

Wehave audited the accompanying consolidated bal ance sheets
of Citigroup Inc. and subsidiaries (the* Company” or “Citigroup”) asof
December 31, 2004 and 2003, and the related consolideted Statements
of income, changesin stockholders' equiity and cash flowsfor each of
theyearsinthethree-year period ended December 31, 2004. These
consolidated financid statementsaretheresponghility of the
Company’ s management. Our responsibility isto expressanopinion
onthese consolidated financid statementsbased on our audits.

We conducted our auditsin accordancewith the standards of the
Public Company Accounting Oversight Board (United States). Those
standardsrequirethat we plan and perform theaudit to obtain
reasonable assurance about whether thefinancid statementsarefreeof
meaterid misstatement. Anaudit includesexamining, onatest bass,
evidence supporting theamounts and disclosuresinthefinancia
gatements. An audit aso includes assessing theaccounting principles
used and significant estimates made by management, aswdl as
eva uatingthe overdl financia statement presentation. Webdievethat
our auditsprovide areasonable basisfor our opinion.

Inour opinion, the consolidated financid Satementsreferred to
abovepresent fairly, inal materid respects, thefinancia position of
Citigroup as of December 31, 2004 and 2003, and theresults of its
operationsand itscash flowsfor each of theyearsin thethree-year
period ended December 31, 2004, in conformity with U.S. generdly
accepted accounting principles.

Asdiscussed in Note 1 to the consolidated financia gatements, in
2003 the Company changed its methods of accounting for varigble
interest entitiesand stock-based compensation and in 2002 the
Company changed its methods of accounting for goodwill and
intangible assets and accounting for theimpairment or disposd of long-
lived assdts.

Wed so have audited, in accordance with the standards of the
Public Company Accounting Oversight Board (United Stetes), the
effectiveness of Citigroup’ sinterna control over financia reporting as
of December 31, 2004, based on criteriaestablished in Interna
Control—Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission (COSO), and
our report dated February 25, 2005 expressed an unqudified opinion
on management’ sassessment of, and the effective operation of , internal
control over financia reporting.

[ KPMGLLP

New York, New York

February 25, 2005, except asto Notes 9 and 16 which areas of June 7,
2005andnotes 1, 3,4, 5, 12, 14, 17, 18 and 21, which are as of
September 9, 2005.

Exhibit 99.02



CONSOLIDATED FINANCIAL STATEMENTS
Citigroup Inc. and Subsdiaries

CONSOLIDATED STATEMENT OF INCOME

Year Ended Decembe 31

Inmillionsof dollars exceat per shareamounts 004 2008 2002
Revenues

Loen interest, induding fees $43,79% $37,952 $37,736
Other interest and dividends 19887 16562 18588
Insurance premiums 2,726 2455 2,604
Commissonsand fees 15981 15,657 14,689
Prindpd transactions 3,716 4,885 4505
Ast management and adminidration fees 5524 4576 3,892
Redlized gains (losss) from sdes of investments 83 529 (122
Other revenue 9,176 6,162 5531
Total revenues 101,639 83,778 87423
Interest expense 2004 17184 21177
Total revenues, net of interest expense 79635 71594 66,246
Benefits daims, and credit loses

Pdlicyholder benefitsand daims 5271 878 ar7
Provison for credit losses 6,233 8,046 9,995
Total benefits daims and credit loses 7,117 8924 10972
Oper ating expensss

Nortinsurance compensation and bendfits 2934 20,719 18,194
Net occupancy expense 4,791 4,227 3950
Technology/communicationsexpense 3518 3353 3086
Insurance underwriting, acquisition, and operaing 524 134 53
Regructuringrdated items ® (€3] (29
Other operating expenses 18020 8,756 10099
Total operating expenses 2782 37500 35,886
Incomefrom continuing oper ations beforeincometaxes, minority intered,

and cumulativeeffect of accounting change 2736 25170 19383
Provisonfor incometaxes 6,464 7,838 6,615
Minority interet, net of incometaxes 218 274 a
Incomefrom continuing oper ations befor e cumulative effect of accounting change 16054 17,058 12682
Discontinued oper ations

Income from disoontinued operations 1,446 1,163 2,227
Gainonsdeaf stock by subsidiary - - 1,270
Provision for incometaxesand minority interest, net 154 33 8%
Incomefrom discontinued oper ations, net R 7% 2641
Cumulativeeffect of accounting change, net - - ()
Net income $17,046 $17,853 $15,276
Badcearningsper share

Income from continui ng operations 13 8BA $248
Income from discontinued operations, net 019 015 052
Cumulative effect of accounting change, net - - 00y
Net income (XK $3.49 2.9
Weighted average common shares outstanding 51072 50933 50780
Diluted earningsper share

Income from continuing operations $3.07 327 Q44
Income from discontinued operations, net 019 015 051
Cumulative effect of accounting change, net - - 00y
Net income $3.26 $342 $294
Adjusted waighted average common shares outstanding 52074 51936 51662

See Notesto the Consolidated Financid Statements.



Citigroup Inc. and Subsdiaries

CONSOLIDATED BALANCE SHEET

December 31
Inmrillionsof dollars 004 2008
AsHs
Cash and duefrom banks (including segregated cash and ather deposits) $ 235% $ 21,149
Depositsa interest with banks 23889 19,777
Federa funds sold and securitiesborrowed or purchased under agreementsto resdll 200,739 172174
Brokerage recavables 39273 26476
Trading acoount asset s (induding $102,573 and $65,352 pledged to creditors et
December 31, 2004 and December 31, 2003, respectively) 280,167 235319
Invesments (induding $15,587 and $12,066 pledged to creditorsat
December 31, 2004 and December 31, 2003, respectivey) 213243 182,892
Loans, net of unearned income
Consumer 435226 379932
Corporate 113603 98074
Loans, net of unearned income 548829 478,006
Allowancefor credit loses (11,269) (12,643
Totd loans, net 537,560 465,363
Goodwill 3L,992 27581
Intangible assts 15271 13881
Rensurance recovarables 4,783 4577
Separate and varigble accounts 264 27473
Other asts 81,364 67,370
Total asss $1484,101 $1,264,032
Liabilities
Nor+interest-bearing depositsin U.S. offices $ 3153 $ 30074
Interest-bearing depositsin U.S. offices 161,113 146,675
Non+-interest-bearing depositsin officesoutsdethe U.S. 283719 22940
Interest-bearing depositsin officesoutddethe U.S. 341,056 274,326
Totd depodts 562,081 474,015
Federd funds purchased and securities|oaned or sold under agresmentsto repurchase 209555 181,156
Brokerage payables 50,208 37,330
Trading accourt lighilities 135487 121,869
Contractholder funds and separate and variable accounts 63,801 58402
Insurance policy and damsresarves 19177 17478
Investment banking and brokerage borrowings 2579 2442
Short-term borrowings 30,968 36,187
Longterm debat 207910 162,702
Other lichilities 64,824 48380
Citigroup or subsidiary -obligated mandetorily redeemeble securities of
subgdiary trussholding soldy junior subordinated debt securitiesof  — Parent - 5217
- Qbsdiay - 840
Total liabilities 1,374,810 1,166,018
Sockholders equity
Preferred stock ($1.00 per vaue authorized Seres: 30 miillion), &t aggregete liquidation vaue 1125 1125
Common stock ($.01 per value authorized sheres: 15 billion),
issued shares 2004 —5,477,416,086 shar es and 2003 —5477,416,254 shares 5% 5%
Additiond paid-in capita 18851 17531
Reained eamings 102,154 93483
Treasury stock, at cost: 2004 —282, 773,501 shar esand 2003 —320,466,849 shares (10,644) (11,524)
Accumulated other changesin eguity from nonowner sources (304) (806)
Unearned compensation (1,946) (1,850
Total sockhol ders equity 109,291 98,014
Total liabilitiesand gockholders equity $1,484,101 $1,264,032

See Notesto the Consolidated Financid Statements.



Citigroup Inc. and Subsdiaries

CONSOLIDATED STATEMENT OF CHANGESIN STOCKHOLDERS EQUITY
Year Ended Daember 31

Amounts Shares

Inmillionsof dollars exoent sharesin thousands 2004 2008 2002 004 20083 2002
Preferred stock at aggregateliquidation value

Baance, beginning of year $1,125 $1,400 $ 1525 4,250 5350 5,850
Redamption or retirement of preferred sock - (275) (125 - (1100 (500)
Baance, end of year 1,125 1125 1,400 4250 4,250 5350
Common stock and additional paidin capital

Baance, beginning of year 17586 17436 23251 5477416 5477416 5477416
Employeebenfit plans 1212 133 64 - - -
Contribution to Citigroup Pension Fund - - ® - - -
Other @ 108 17 (6,39%) - - -
Baance, end of year 18,906 17,586 17436 5477416 5477416 5477416
Retained earnings

Baance, beginning of year 93483 81,403 69,803

Netincome 17,046 17,853 15276

Common dividends (8307) (5702 (351

Preferred dividends (63 (70 83

Baance, end of year 102,14 93483 81,403
Treasury stock, at cost

Baance, beginning of year (11,524) (11,637) (11,099) (320467) (336,73%) (328,728
Issuance of shares pursuiant to employee benefit plans 1,659 2437 1495 121 75586 43242
Contribution to Citigroup Penson Fund - - 53 - - 16,767
Tressury sock acouired @ (23] (1,967) (5483 (516) (52464) (151,202
Shares purchased from Employee Penson Fund (502 (449 - (10,001 (9556) -
Other @ (252 ® 2,867 (5911 2,702 83086
Baance, end of year (10,644) (11,524) (11,637) (282,774) (320467) (336,73%)
Accumulated other changesin equity from nonowner sources

Baance, beginning of year (806) (193 (844)

Net changein unredized gains and losses

oninvestment securities, net of tax (275) e 318 1,105

Net changefor cash flow hedges, net of tax (578) (491) 1,074

Net changein foreign currency trandation adjustment, net of tax 1,355 (L0739 (1528

Bdlance, end of yeer (304) (806) (193)
Unear ned compensation

Baance, beginning of year (1850 (1,691) (1,339

Net issuance of restricted and deferred stock (%) (159) (302

Balance end of yeer (19%9) (1850 (1691)
Total common sockholders equity

and common sharesoutdanding 108,166 96,839 85318 5,194,642 5,156,949 5,140,681
Total sockholders equity $109,201 $98014 $36,718
Summary of changesin equity from nonowner sources

Netincome $17,046 $17353 $15276
Other changesin equity from nonowner sources, net of tax 502 (613 651
Total changesin equity from nonowner sources $17,548 $17,240 $15927

(D In2002, primerily represntsthe$7.0 billion tax-free digribution to Citigroup's stockhdlders of amgjarity portion of Citigroup'sremaning ovnershipinterest in TRC, offset by $0.7 hillion for
theissuance of sharesin comnedtionwith theaoquisition of GSB.

(2  In2008,indudes$0.3 hillion relating to sharesrepurchased from Mr. Sarford 1. Wl

(3  In2004, primatily represantssharesredeamed from alegecy employesplantrust. 1n 2002, primarily represenis sharesissued in connectionwith theaouisition of GSB.

See Notesto the Consolidated Financid Statements.



Citigroup Inc. and Subsdiaries
CONSOLIDATED STATEMENT OF CASH FLOWS

Year Ended December 31,

Inmillionsof dallars 004 2002 2002
Cash flowsfrom operating activities of continuing oper ations
Net income $ 17046 $ 17853 $ 1527¢
Incomefrom discontinued operations, net of tax o TE 148:
Gain on saleof sock by subsidiary, net of tax - - 1,158
Cumulativeeffect of accounting change - - @
Income from continuing oper ations 16064 17,058 12682
Adjusmentstorecondlenet incometo net cash (usad in) provided by
operating activities of continuing oper ations
Amortization of deferred policy acquistion costs and presant value of future profits vigs 23 210
Additionsto deferred policy acouistion costs (493) (392 (309)
Deprediation and amortizetion 2,056 1570 1518
Deferred tax (benefit) provison 1,217) 817 (328
Provison for credit losses 6,233 8046 9,99%5
Changein trading account assgts (43071 (80111) (10,625)
Changein trading acoourt ligbilities 13110 30443 10,883
Changein federd funds sold and securities borrowed or purchasad under agreamentsto resdll (28131) (32228 2127
Changein federd funds purchased and securities|oaned or sold under agreementsto repurchase 22966 19468 7,176
Changein brokerage recaivables net of brokerage payables 8l 14,1838 (1,070
Changeininsurance policy and damsresarves 1,69 1,128 3272
Net (gaing/lossesfrom sdesof invesments (833 (529 12
Venture capitd activity (20D) 1A 577
Restructuringrdated items ® (€Y (26)
Other, net 9173 5339 (5917)
Total adjustments (18,356) (31,898 13,351
Net cash (used in) provided by operating activitiesof continuing oper ations (2302 (14,840, 26,033
Cash flowsfrom investing activities of continuing oper ations
Changein depositsat interest with banks 217m) (33%) 2935
Changeinloans (68451) (30,012 (40,780)
Proceadsfrom sdlesof loans 15121 18553 17,005
Purchases of invesments (195,903) (208040 (393349
Proceedsfrom sdesof invesments 112470 127277 280234
Proceads from maturities of invesments 63318 71,730 78505
Other investments, primearily short-term, net (2 130 (531)
Capoitd expenditures on premises and eouipment (3011) 234 1377)
Proceads from sdes of premises and equipment, subsdiaries and affiliates, and repossessad assts 3106 1,260 2184
Businessaoouisitions (3677) (21,456) (3953
Net cash used in investing adtivities of continuing oper ations (79.231) (46,307, (59122,
Cash flowsfrom financing activities of continuing operations
Dividendspad (8375) G773 (3676)
Issuance of common stock 912 6% 183
Issuance of mandatorily redeemable securities of parent trusts - 1,600 -
Redamption of mandatorily redeemable securities of parent trudts - (700) -
Redemption of mandatorily redeemable securities of subsidiary trusts - (625) (400)
Redemption of preferred sock, net - (275) (125)
Tressury sock acquired (779) (2416) (543
Sock tendered for payment of withholding taxes (511) (499) (475)
Issuance of longterm delot 75,764 67,054 39520
Paymentsand redemptions of longterm debt (49,686) (45,800) (47,169)
Changein depodits 65318 136 054
Changein short-term borrowings and investment banking and brokerage borrowings 4,363 6,647 11,983
Contractholder fund deposits 11,797 8,346 8548
Contracthalder fund withdrawas (7,266) (5976) (5815
Net cash provided by financina activities of continuing oper ations 83311 64408 2195C
Effect of exchanaerate changes on cash and cash equivalents 73 57¢ *
Discontinued oper ations
Net cash used in disoontinued operations (102 (19 (241
Proceadsfrom saleof sock by subddiary - - 4,09¢
Chanoein cash and duefrom banks 2407 382 (1.189)
Cash and duefrom banksat beginning of perioc 21,148 17.32€ 18515
Cash and duefrom banksat end of period $ 23556 $ 21,14¢ $17.306
Supplemental disdosure of cash flow information for continuing oper ations
Cash pad during the period for incometaxes $ 6,808 $6113 $6,834
Caeh pad during the period for interest $18544 $15732 $20226
Non-cash investing activities
Trandersto repossessad assets $ 1,04¢ $1,077 $1,18C

See Notesto the Consolidated Financid Statements.
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Citigroup Inc. and Subsdiaries

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS

1. Summary of Sgnificant Accounting Policies

Principlesof Consolidation

The Consolidated Financid Statementsinclude the accounts of
Citigroupand its subsidiaries (the Company). The Company
consolidates subsidiariesinwhichit holds, directly or indirectly, more
than 50% of the voting rightsor whereit exercises control. Entities
wherethe Company holds20% to 50% of the voting rightsand/or has
the ability to exercise significant influence, other than investments of
designated venture capital subsidiaries, areaccounted for under the
equity method, and the pro ratashare of their income (loss) isincluded
in other income. Incomefrom investnentsin less than 20%-owned
companiesis recognized when dividends are received. Citigroup
consolidates entitiesdeemed to be varigbleinterest entities (VIES)
when Citigroup isdetermined to bethe primary beneficiary under
FASB Interpretation No. 46 (revised December 2003), “Consolidetion
of Vaiable Interest Entities’” (FIN 46-R). Gainsand losseson
disposition of branches, subsidiaries, ffiliates, buildings, and other
investments and charges for management’ sestimate of impairment in
their value that isother than temporary, such that recovery of the
carrying amount isdeemed unlikely, areincluded in other income.

The Company recognizesagain or lossin the Consolidated
Statement of Incomewhen asubsidiary issuesitsown stock to athird
party at aprice higher or lower than the Company’ s proportionete
carryingamount.

On August 20, 2002, Citigroup completed the distribution toits
sockholders of amgjority portion of its remaining ownership interestin
Traveers Property Casudty Corp. (TPC) (an indirect wholly owned
subsidiary of Citigroup on December 31, 2001). Following the
distribution, Citigroup began reporting TPC separately as discontinued
operations. Discontinued operations dso incdludesthe operations
described in the Company’ s June 24, 2005 announced agreement for
the sde of subgtantidly all of its Asset Management Businessto Legg
Mason andthe July 1, 2005 sde of Citigroup's TravdlersLife&
Annuity, subgtantialy al of Citigroup’ sinternational insurance
businessand Citigroup’ sA rgentine pension businessto Met Life, Inc.
See Note 3 to the Consolidated Financia Statements for additional
discussion of discontinued operations.

Certain amountsin prior years have been reclassfied to conform
tothecurrent year’ spresentetion.

Foreign Currency Trandation

Asstsand lighilitiesdenominatedin non-U.S. dollar currencies
aretrandated into U.S. dollar equivadentsusing yearend spot foreign
exchangerates. Revenuesand expensesaretrandated monthly at
amountsthat gpproximate weighted average exchange rates, with
resulting gainsand lossesincluded inincome. The effects of trandeting
operationswith afunctiona currency other thantheU.S. dollar are
included in stockholders' equity aong with related hedge and tax
effects Theeffectsof trandating operationswiththeU.S. dollar asthe
functiond currency, including thosein highly inflationary
environments, areincluded in other incomeaong with related hedge
effects. Hedges of foreign currency exposuresinclude forward
currency contractsand designated issues of non-U.S. dollar debt.

Useof Edimates

The preparation of the Consolidated Financid Statementsrequires
management to make estimates and assumptionsthat affect the
reported amounts of assetsand liabilitiesand disclosure of contingent
asstsand ligbilities at the date of the Consolidated Financia
Statementsand thereported amounts of revenues and expensesduring
thereporting period. Actud results could differ from those estimates.

Cash Flows

Casheguivdentsare defined asthose amountsincluded in cash
and due from banks. Cash flowsfrom risk management activitiesare
dassified in the same category astherdated assetsand liabilities.

Invements

Invesmentsinclude fixed maturity and equity securities. Fixed
meaturitiesinclude bonds, notesand redeemable preferred stocks, as
well as certain loan-backed and structured securitiessubject to
prepayment risk. Equity securitiesinclude common and non-
redeemabl e preferred stocks. Fixed maturitiesclassified as“hed to
meaturity” represent securitiesthat the Company hasboth the ability and
theintent to hold until maturity and are carried at amortized cost. Fixed
meaturity securities and marketable equity securitiesclassified as
“avalable-forsde’ arecaried a fair value, which is determined based
on quoted market priceswhen available, or if quoted market pricesare
not available, on discounted expected cash flows using market rates
commensurate with the credit quality and maturity of theinvestment,
with unrealized gainsand lossesand rel ated hedge effectsreportedina
separate component of stockholders' equity, net of goplicableincome
taxes. Dedlinesinfair vauethat are determined to be other than
temporary are charged to earnings. Accrud of incomeis suspended on
fixed maturitiesthat arein default, or on whichit islikely thet future
interest paymentswill not be made as scheduled. Fixed maturities
subject to prepayment risk are accounted for using theretrospective
method, wheretheprincipa amortization and effectiveyield are
recal culated each period based on actud historical and projected future
cashflows. Redized gainsandlosseson sdesof investmentsare
included in earnings on aspecificidentified cost basis.

Citigroup's private equity subsidiariesinclude subsidiaries
registered as Small Business Investment Companies and other
subsdiariesthat engageexclusively in venture capital activities.
Venture capitd invetmentsare carried at fair vaue, with changesin
farvauerecognized in other income. Thefair valuesof publicly
traded securitiesheld by these subsidiariesare generaly based upon
quoted market prices. In certain Situations, including thinly traded
securities, largeblock holdings, redtricted shares, or other specid
Situations, the quoted market priceisadjusted to produce an estimate of
the attainablefair vauefor the securities. For securitiesheld by these
subsidiariesthat arenot publicly traded, estimatesof fair vadueare
made based upon review of theinvestee sfinancid results, condition,
and prospects, together with comparisonsto similar companiesfor
which quoted market pricesareavailable.

SecuritiesBorrowed and SecuritiesL oaned

Securitiesborrowed and securitiesloaned arerecorded at the
amount of cash advanced or received. With respect to securities
loaned, the Company receives cash collatera in an amount in excess of
the market value of securities|oaned. The Company monitorsthe
market vaueof securitiesborrowed and loaned on adaily basiswith
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additiond collateral obtained asnecessary. Interest received or paidis
recorded in interest income or interest expense.

Repurchase and Resale Agresments

Repurchase and resal e agreements are treated as collaterdized
financingtransactions and are carried at the amounts a which the
securitieswill be subsequently reacquired or resold, including accrued
interest, as specified in the respective agreements. The Company’s
policy istotake possession of securities purchased under agreementsto
resall. The market value of securitiesto be repurchased and resold is
monitored, and additiond collaterd is obtained where gppropriate to
protect againgt credit exposure.

Trading Account Asstsand Liabilities

Trading Account Assetsand Liabilities, including securities and
derivatives, are carried a fair vaue, which is determined based upon
quoted priceswhen available, or under an dternative approach such as
metrix or model pricing when market pricesarenot readily available.
If quoted market pricesare not availablefor fixed maturity securities,
derivatives, or commodities, the Company discountsthe expected cash
flowsusing market interest rates commensurate with the credit quaity
and duration of theinvestment. Obligationsto deliver securitiessold,
not yet purchased are aso carried at fair value and included in trading
account lighilities. The determination of fair vaue congdersvarious
factors, including: closing exchange or overthe-counter market price
guotations; timevaueand volaility factorsunderlying options,
warrants, and derivatives, priceactivity for equivaent or synthetic
instruments; counterparty credit qudity; the potentia impact on market
pricesor fair vaue of liquidating the Company’ spositionsin an oderly
manner over aressonable period of time under current market
conditions, and derivatives transaction maintenance costs during that
period. Thefair vaue of aged inventory isactively monitored and,
where gppropriate, isdiscounted to reflect theinplied illiquidity for
positionsthat have been available-forimmediate-sd e for longer than
90days. Changesinfair vaue of trading account assatsand lighilities
arerecognized inearnings. Interest expense on trading account
lidbilitiesisreported as areduction of interest revenues.

Physicad commodities areaccounted for on alower of cost or
market (LOCOM) basisand include physicd quantitiesof
commoditiesinvolving future settlement or delivery, and related gains
or lossesarereported as principal transactions.

Derivatives used for trading purposesindude interest rete,
currency, equiity, credit, and commodity swap agreements, options,
capsand floors, warrants, and financial and commodity futuresand
forward contracts. Thefar vaueof derivativesisdetermined based
upon liquid market pricesevidenced by exchangetraded prices,
broker/dedler quotations, or pricesof other transactionswith smilarly
rated counterparties. Thefair vaueindudes an adjustment for
individua counterparty credit risk and other adjustments, as
gopropriate, toreflect liquidity and ongoing servicing codts. Thefair
vauesof derivative contractsreflect cash the Company haspaid or
received (for example, option premiumsand cashmarginin
connectionwith credit support agreements). Derivativesin anet
receivable pogtion, aswell asoptionsowned and warrantsheld, are
reported astrading account assets. Similarly, derivativesinanet
payable position, aswell as optionswritten and warrantsissued, are
reported astrading account liabilities. Revenuesgenerated from
derivativeinstruments used for trading purposes are reported as
principa transactions and includerealized gainsand losses, aswell as
unredlized gainsand lossesresulting from changesin thefair value of
suchingruments. During the fourth quarter of 2002, the Company
adopted Emerging I ssues Task Force (EITF) Issue No. 02-3, "I ssues
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Involved in Accounting for Derivative Contracts Held for Trading
Purposes and Contracts Involved in Energy Trading and Risk
Management Activities' (EITF 02-3). Under EITF 02-3, recognition
of atrading profit a inception of aderivativetransaction isprohibited
unlessthefar vaue of that derivativeisobtained from aquoted market
price, supported by comparison to other observable market
transactions, or based upon ava uation techniqueincorporating
observable market data. The Company deferstrade date gainsor losses
on derivativetransactionswherethefair valueis not determined based
upon observable market transactionsand market data. Thedeferra is
recognized inincome when the market data becomes observable or
over thelifeof thetransaction.

Commissions, Underwriting, and Principal Transactions
Commissions, Underwriting, and Principa Transactions revenues
and related expenses are recognized inincome on atrade-datebasis.

Consumer Loans

Consumer Loansincude loans and leases managed by the Globd
Consumer business andPrivate Bank. Asagenerd rule, for open-end
revolving and closed-end ingtallment and red estate loans, interest
accrua ceaseswhen paymentsare no later than 90 day's contractually
past due, except for certain open-end revolving products (e.g., credit
cards), wherethe Company accruesinterest until paymentsare 180
dayscontractudly past due and reverse theinterest and feesearned, but
not collected.

Asagenerd rule, unsecured closed-end ingtallment loans that
become 120 days contractudly past due and unsecured open-end
(revolving) loansthat become 180 days contrectudly past dueare
charged-off. Loans secured with non-red-edtate collaterd arewritten
downtotheestimated value of the collaterd, lesscogtsto sl at 120
days past due. Redl-estate secured loans (both open- and closed-end)
arewritten down to the estimated va ue of the property, lesscoststo
I, nolater than 180 dayspast due.

In certain Consumer Finance busnessesin North America,
secured red estateloansare written down to the estimated vaue of the
property, lesscoststo sdl, at theearlier of receipt of title or 12 months
in foreclosure (which process must commence when paymentsare no
later than 120 days contractudly past due). Closed-end loans secured
by non-real-estate collatera arewritten down to the estimated val ue of
thecollaterd, less coststo s, when paymentsare no later than 180
days contractudly past due. Unsecured loans (both open- and dlosed-
end) arecharged-off when theloan becomes 180 days contractudly
past dueand 180 daysfrom thelast payment, but in no event canthese
loans exceed 360 days contractualy past due.

Certain Western European businesseshave exceptionstothese
chargeoff policiesduetotheloca environment inwhichthese
businessesoperate.

Unsecured loansin bankruptcy are charged-off within 30days of
notification of filing by the bankruptcy court or within the contractual
write-off periods, whichever occursearlier. IntheNorth American
Consumer Finance business, unsecured loansin bankruptcy are
charged-off when they are 30 days contractualy past due.

Commercid Busness, which isincluded withinRetail Banking,
includes|oansand leases made principaly to smdl- and middle-market
businesses. Commercid Businessloansare placed on anon-accrua
basiswhen it isdetermined thet the payment of interest or principd is
doubtful of collection or wheninterest or principa ispast duefor 90
daysor more, except when theloan iswell-secured and in the process
of collection.



CorporateLoans

Corporate Loans represent loans and leases managed by
Corporate and Investment Banking (CIB). Corporateloansare
identified asimpaired and placed on acash (non-accrud) basswhenit
isdetermined that the payment of interest or principd isdoubtful of
collection, or wheninterest or principa ispastduefor 90 daysor more,
except when the loan iswell-secured and in the process of collection.
Any interest accrued on impaired corporate loans and leasesisreversed
at 90 daysand charged againgt current earnings, and interest is
theredfter induded in earnings only to the extent actudly receivedin
cash. When thereisdoubt regarding the ultimate collectibility of
principa, al cash receipts are thereafter gpplied to reduce the recorded
invesment intheloan. Impaired corporateloans and leases ae written
down to the extent that principd isjudged to be uncollectible. Impaired
collateral-dependent loans and leases where repayment is expected to
beprovided soldly by thesale of theunderlying collaterdl andthereare
no other available and reliable sources of repayment are written down
tothelower of cost or collatera value. Cash-basisloansarereturned to
an accrua satuswhen dl contractud principa and interest amountsare
reasonably assured of repayment and thereisasustained periodof
repayment performancein accordance with the contractua terms.

L ease Financing Transactions
Loansincludethe Company’ sshare of aggregate rentalson lease
financing transactions and residud vaues net of related unearned
income. Leasefinancing transactions represent direct financing leeses
and dsoinclude leveraged leases. Unearned incomeis amortized under
amethod thet resultsin an approximateleve rate of return when related
to the unrecovered leaseinvestment. Gainsand lossesfrom sales of
resdud vaues of leased equipment areincluded in other income.

LoansHeddfor-Sale

Credit card and other receivables and mortgage loans originated
for sdeareclassified asloansheld-for-sale, which are accounted for at
thelower of cost or market value and reported in other assstswith net
credit losses charged to other income.

Allowancefor Credit Losses

Allowancefor Credit L ossesrepresents management’ sestimate of
probablelossesinherent in the portfolio. Attribution of thedlowanceis
medefor anaytica purposesonly, and theentiredlowanceisavailable
to absorb probable credit |ossesinherent in the portfolio. Additionsto
the dlowance are made by meansof the provision for credit |osses.
Credit losses are deducted from the all owance, and subsequent
recoveries are added. Securities received in exchangefor loan daimsin
debt restructuringsareinitialy recorded at fair vaue, with any gainor
lossreflected asarecovery or charge-off to thealowance, and are
subsequently accounted for assecuritiesavailable-forsae.

Inthe Corporate and Commercid Business portfolios, larger
ba ance, non-homogeneous exposures representing significant
individud credit exposuresare eva uated based upon the borrower’s
ovedl financid condition, resources, and payment record; the
prospectsfor support from any financialy responsible guarantors; and,
if appropriate, theredlizablevaueof any collaterdl. Resarvesare
edtablished for theseloans based upon an estimate of probable losses
for individua larger-ba ance, non-homogeneousloansdeemed to be
impaired. Thisestimate considersal available evidenceincluding, as
appropriate, the present val ue of the expected future cash flows
discounted at theloan’ scontractud effectiverate, the secondary market
vaueof theloan and thefair value of collatera lessdigposal costs. The
alowancefor credit |osses atributed to the remaining portfoliois
established viaaprocessthat estimatesthe probablelossinherent inthe

portfolio based uponvariousanayses. Theseandysesconsder
higtorical and projected default ratesand loss severities; internd risk
ratings; and geographic, industry, and other environmenta factors.
Management aso consdersoverdl portfolioindicatorsincluding
trends ininternally risk-rated exposures, classified exposures, cash-
basisloans, historical and forecasted writeoffs, and areview of
industry, geographic, and portfolio concentrations, including current
devel opmentswithin those segments. [n addition, management
considersthe current business strategy and credit process, including
credit limit setting and compliance, credit gpprovas, |oan underwriting
criteria, and loan workout procedures.

A similar gpproachisaso used for cdculating areservefor the
expected lossesrel ated to unfunded |oan commitmentsand standby
lettersof credit. Thisreserveisclassified on thebaance sheet with
other liabilities

For Consumer, each portfolio of smaler-baance, homogeneous
loans, including consumer mortgage, ingtallment, revolving credit, and
mogt other consumer loans, is collectively eval uated for impairment.
Theadlowancefor credit losses attributed to these loansis established
viaaprocessthat estimatesthe probablelossesinherent in the portfalio,
based upon various andyses. Theseinclude migration anaysis, in
which historica delinquency and credit loss experienceisapplied tothe
current aging of the portfolio, together with analysesthat reflect current
trendsand conditions. Management aso considesoveral portfolio
indicatorsincluding historical credit losses; ddinquent, non-
performing, and dlassified loans; trendsin volumesand termsof loans;
anevaluaion of overal credit quality; the credit process, including
lending policiesand procedures; and economic, geographica, product,
and other environmental factors.

Thisevauation includesan assessment of the ahility of borrowers
withforeign currency obligationsto obtain theforeign currency
necessary for orderly debt servicing.

Trandersof Finandal Assts

For atransfer of financid assetsto be conddered asale, financia
assetstransferred by the Company must have beenisolated fromthe
sdler, evenin bankruptcy or other receivership; the purchaser must
havetheright to sdll the assatstransferred, or the purchaser must bea
quaifying specia purpose entity mesting certain significant restrictions
onitsactivities, whoseinvestors havetheright to sl their ownership
interestsin theentity; and the seller doesnot continueto control the
asetstransferred through an agreement to repurchasethem or havea
right to causetheassetsto bereturned (known asacal option). A
transfer of financid assetsthat meetsthe salerequirementsisremoved
from the Company’ s Consolidated Balance Sheet. If the conditionsfor
sdearenct met, thetransfer iscons dered to beasecured borrowing,
and the assets remain on the Company’ s Consolidated Baance Sheet
and the proceeds are recognized asthe Company’ slighility.

In determining whether financid assetstransferred have, infact,
been isolated from the Company, an opinion of legd counsd is
generdly obtained for complex transactions or wherethe Company has
continuing involvement with the assetstrandferred or with the
securitizationentity. For saletrestment to be appropriate, those
opinionsmust Statethat the asset transfer would beconsidered asale
and that the assetstransferred would not be consolideted with the
Company’ s other assetsin the event of the Company’ sinsolvency.

See Note 12 to the Consolidated Financid Statements.



Securitizations

Citigroup and itssubsidiaries securitize primarily credit card
receivables and mortgages. Other types of assats securitized include
corporate debt securities, auto loans, and student loans.

After securitizations of credit card receivables, the Company
continuesto maintain credit card customer account reaionshipsand
provides servicing for receivablestransferred tothetruds. The
Company dso arrangesfor third partiesto providecredit enhancement
tothetrusts, including cash collateral accounts, subordinated securities,
and lettersof credit. Asspecifiedin certain of the sdleagreements, the
net revenue collected each month isaccumulated upto a
predetermined maximum amount,and is available over the remaining
term of that transaction to make paymentsof yidd, fees, and
transaction cogtsin the event that net cash flowsfrom the receivables
arenot sufficient. When the predetermined amount isreeched, net
revenueis passeddirectly to the Citigroup subsidiary that sold the
receivables

Interest in the securitized and sold loans may beretained inthe
form of subordinated interest-only strips, subordinated tranches, soread
accounts, and sarvicing rights. The Company retainsasdler’ sinterest
inthecredit card receivablestransferred to thetrugt, whichisnotin
securitized form. Accordingly, thesdler’ sinterestiscarriedona
higtorica cogt basisand classified as consumer loans. Retained
interestsin securitized mortgage loans are classified astrading account
asts. Other retained interests are primarily recorded as available-for-
sdeinvesments. Gainsor losses on securitization and sdle depend in
part on the previous carrying amount of theloansinvolvedin the
transfer and are al ocated between theloans sold and the retained
interestsbased on their relativefair valuesat thedate of sde. Gainsare
recognized a thetime of securitization and arereported in other
income.

The Company vauesits securitized retained interests at fair value
using either financid models, quoted market prices, or salesof Smilar
assets. Where quoted market pricesarenot available, the Company
edimatesthefair vaue of theseretained interests by determining the
present value of expected future cash flows using modeling techniques
that incorporate management's best estimates of key assumptions,
including prepayment speeds, credit losses, and discount rates.

For each securitization entity with which the Company is
involved, the Company makesadetermination of whether the entity
should be considered asubsidiary of the Company and beincludedin
the Company’ s Consolidated Financid Statements or whether the
entity issufficiently independent that it doesnot need to be
consolidated. If the securitization entity’ sactivitiesare sufficiently
restricted to meet certain accounting requirementsto beaqudifying
specia purpose entity, the securitization entity isnot consolidated by
Citigroup asseller of thetransferred assets. If the securitization entity is
determined to beaV I E, the Company consolidatesthe VIEif itisthe
primary beneficiary.

For dl other securitization entitiesdetermined not to be VIESin
which Citigroup participates, aconsolidation decisonis mede by
eva uating severd factors, including how much of theentity’s
ownershipisinthe handsof third -party investors, who controlsthe
Securitization entity, and who regpstherewardsand bearstherisks of
theentity. Only securitization entities controlled by Citigroup are
consolidated.

VariableInterest Entities

Anentity issubject to FIN 46-R andiscdled aVIE if it has (1)
equity that isinsufficient to permit the entity tofinanceitsactivities
without additiona subordinated financia support from other parties, or
(2) equity investorsthat cannot make significant decisonsabout the
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entity’ soperations, or that do not absorb the expected | osses or receive
theexpected returnsof theentity. All other entitiesareevaluated for
consolidation under SFASNo. 94, “Consolidation of All Mgority-
Owned Subsdiaries’ (SFAS94). A VIEisconsolidated by itsprimary
beneficiary, which isthe party involved with the VIE that hesa
majority of theexpected lossesor amgjority of the expected resdlual
returnsor both.

In addition to the VI Esthat are consolidated in accordance with
FIN 46-R, the Company has significant varidbleinterestsin certain
other VIEsthat are not consolidated becausethe Company isnot the
primary beneficiary. Theseinclude multi-seller finance companies,
collaterdized debt obligations (CDOs), many structured finance
transactions, and variousinvestment funds.

M ortgage Servicing Rights (M SRs)

Mortgage Servicing Rights (M SRs), which are included within
intangible assets on the Consolidated Balance Shest, are recognized as
assetswhen purchased or when the Company sdllsor securitizesloans
acquired through purchase or origination and retainstheright to service
theloans. Servicing rightsretained inthe securitization of mortgage
loansare measured by dlocating the carrying vaue of theloans
between the assats sold and the interests retained, based on the relative
fair valuesat thedate of securitization. Thefar vauesaredetermined
using internally devel oped assumptions comparable to quoted market
prices. M SRsare amortized using a proportionate cash flow method
over the period of therelated net positive servicingincometo be
generated from thevarious portfolios purchased or loans originated.
The Company esimatesthefair value of M SRsby discounting
projected net servicing cash flows of theremaining servicing portfolio
congdering market loan prepayment predictionsand other economic
fectors. Imparment of MSRsisevauated on adisaggregated basisby
type(i.e, fixed rate or adjustablerate) and by interest rate band, which
arebdieved to bethe predominant risk characterigtics of the
Company'sservicing portfalio. Any excessof thecarrying vaueof the
capitaized sarvicing rightsover thefair vaueby stratum is recognized
through ava uation alowancefor each sratum and charged to the
provision for impairment on MSRs.

Goodwill

Goodwill representsan acquired company’ sacquisition cost less
thefair value of net tangibleand intangible assats. Effective January 1,
2002, the Company no longer amortizesgoodwill. Goodwill issubject
to annud impairment testswhereby goodwill isalocated to the
Company’ sreporting unitsand animpairment isdeemed to exist if the
carying vaueof areporting unit exceedsitsestimated fair vaue.
Furthermore, on any businessdispositions, goodwill isalocated tothe
businessdisposed of based on theratio of thefair vaue of thebusiness
disposed of tothefair vaue of thereporting unit.

Intangible Assts

Intangible Assets, including M SRs, core deposit intangibles,
present vaueof future profits, purchased credit card rdaionships, other
customer relationships, and other intangible assts, are amortized over
their estimated useful livesunlessthey are deemed to have indefinite
useful lives. Upon the adoption of SFAS 142, intangible assets deemed
to haveindefinite ussful lives, primarily certain asset management
contractsand trade names, are not amortized and are subject to annud
impairment tests. Animpairment existsif thecarrying vaueof the
indefinite-lived intangible asset exceedsitsfair vaue. For other
intangible assets subject to amortization, an impairment isrecognized if
the carrying amount isnot recoverable and the carrying amount
exceedsthefar vaueof theintangible asst.



Repossessed Asts

Upon repossession, loansare adjugted, if necessary, tothe
edtimated fair value of the underlying collatera and transferred to
Repossessed Assats, which isreported in other assets net of avaluation
alowancefor sdlling costsand net declinesin value asappropriate.

Risk Management Activities— Derivatives Used for
Non-Trading Purposes

The Company managesits exposuresto market rate movements
outsideitstrading activities by modifying theassat and liability mix,
ether directly or through the use of derivativefinancia products,
including interest rate swaps, futures, forwards, and purchased option
positions such asinterest rate caps, floors, and collarsaswel asforeign
exchangecontiects. Theseend-user derivetivesarecarried at fair value
in other assetsor other liabilities.

Toqudify asahedge, aderivative must be highly effectivein
offsetting therisk designated asbeing hedged. Thehedgerdationship
must also beformally documented at inception detailing the particular
risk management objective and strategy for the hedge, which includes
theitem andrisk that isbeing hedged and the derivativethat isbeing
used, aswell ashow effectivenesswill be assessed and ineffectiveness
measured. Theeffectivenessof thesehedging relationshipsis
eva uated on aretrospective and prospective basis, typically using
quantitative measures of correlation with hedgeineffectiveness
measured and recorded in current earnings. |f ahedge rdationship is
found to beineffective, it no longer qudifiesasahedge and any excess
gansor lossesdtributableto such ineffectiveness, aswell as
subsequent changesin fair vaue, are recognized in other income.

Theforegoing criteriaare applied on adecentralized bas's,
conggtent with theleve at which market risk ismanaged, but are
subject to variouslimitsand controls. Theunderlying ass, liability,
firm commitment, or forecasted transaction may beanindividua item
or aportfolio of similar items.

For fair vaue hedges, in which derivativeshedgethefair vaue of
assets, liabilities, or firm commitments, changesin thefair value of
derivatives are reflected in other income, together with changesinthe
fair vaueof therelated hedged item. The net amount, representing
hedge ineffectiveness, isreflected in current earnings. Citigroup’ sfair
vauehedgesare primarily the hedges of fixed-rate long-term debt,
loans, and available-forsae securities.

For cash flow hedges, in which deivativeshedgethe variability of
cash flowsrelated to floating rate assets, liabilities, or forecasted
transactions, the accounting treatment depends on the effectiveness of
thehedge. Totheextent thesederivativesare effectivein offsetting the
vaiability of thehedged cash flows, changesinthederivetives far
vauewill not beincluded in current earnings but are reported as other
changesin stockholders' equity from nonowner sources. These
changesinfar vauewill beincluded in earnings of future periods
when earningsare d so affected by thevariability of thehedged cash
flows. Totheextent thesederivativesare not effective, changesin their
fair vdues areimmediatdy included in other income. Citigroup’scash
flow hedges primarily include hedges of loans, rolloversof short-term
lidbilities, and foreign currency denominated funding. Cash flow
hedgesdso includehedges of certain forecasted transactionsuptoa
maximum term of 30 years, dthough asubstantia mgjority of the
meaturitiesisunder fiveyears.

For net investment hedges, inwhich derivativeshedgetheforeign
currency exposure of anet invesment inaforeign operation, the
accounting treetment will smilarly depend ontheeffectivenessof the
hedge. Theeffective portion of thechangeinfair vaueof the
derivative, including any forward premium or discount, isreflected in

other changesin stockholders' equity from nonowner sourcesas part of
the foreign currency trandation adjusmen.

End-user derivativesthat are economic hedges rather than
qudifying for hedge accounting purposesarea so carried at fair value
with changesin valueincluded in trading account income or other
income. Citigroup often utilizes economic hedgeswhen qudifying for
hedge accounting would be too complex or operationally burdensome,
such ashedges of the credit risk component of commercia loansand
loan commitments. Citigroup periodicaly evauatesits hedging
srategiesin other areas, such as mortgage servicing rights, and may
designate either aqudifying hedge or an economic hedge, after
considering the relative cost and benefits. Economic hedgesaredso
utilized when the hedged itemitsalf is marked to market through
current earnings, such ashedges of one-to-four family mortgage loan
commitmentsand non-U.S. dollar debt.

For those hedge relationshipsthat are terminated or when hedge
designations are removed, the hedge accounting trestment described in
the paragraphs aboveisno longer applied. Theend-user derivetiveis
terminated or transferred to the trading account. For fair value hedges,
any changesinthefair value of the hedged item remain as part of the
basisof theassat or lighility and are ultimately reflected asan dement
of theyidd. For cash flow hedges, any changesinfair valueof the
end-user derivative remainin other changesin stockholders equity
from nonowner sourcesand areincluded in earnings of future periods
when earningsare d so affected by thevariability of thehedged cash
flows. However, if theforecasted transaction isno longer likely to
occur, any changesinfair vaueof theend-user derivativeare
immediately reflected in other income.

I nsurancePremiums

Insurance Premiumsfrom long-duration contracts, principaly life
insurance, are earned when due as determined by therespective
contract. Premiumsfrom short -duration insurance contracts,
principaly credit lifeand accident and hedth policies, are earned over
the rdlated contract period.

Deferred Policy Acquisition Cogts (DACS)

Defared Policy Acquisition Costs (DACs), included in other
assets, represent the costs of acquiring new business, principaly
commissions, certain underwriting and agency expenses, and the cost
of issuing policies.

For traditiond lifeand hedth business, including terminsurance,
DA Cisamortized over the premiumypaying periodsof therelated
policies, in proportion to theratio of the annual premium revenuetothe
total anticipated premium revenuein accordance with SFAS No. 60,

" Accounting and Reporting by Insurance Enterprises’ (SFAS 60),
whichisgenerdly over 5-20 years. Assumptionsasto the anticipated
premiumsare made a the date of policy issuance or acquisitionand are
conggtently applied over thelifeof thepalicy.

For universd lifeand corporate-owned lifeinsurance products,
DAC isamortized at aconstant rate based upon the present value of
edtimated gross profits expected to beredized in accordance with
SFASNo. 97, " Accounting and Reporting by Insurance Enterprisesfor
Certain Long-Duration Contracts and for Redlized Gainsand Losses
from Sdeof Invetments' (SFAS 97), which isgenerdly over 16-25
years. Actud profits can vary from management’ s estimates, resulting
inincreasesor decreasesin therate of amortization. Changesin
edtimatesof gross profitsresult in retrogpective adjustmentsto earnings
by acumulative chargeor credit toincome.

For deferred annuities, both fixed and variable, and payout
annuities, DAC isamortized employing alevel effectiveyield
methodology in accordance with SFAS No. 91, " Accounting for
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Nonrefundable Fees and Costs Associated with Originating or
Acquiring Loansand Initia Direct Cogtsof Leases' (SFAS91), which
isgenerdly over 10-15years. Anamortization rateisdeveloped using
the outstanding DA C baance and projected account balancesandis
appliedto actual account bal ancesto determinetheamount of DAC
amortization. The projected account balancesarederived usinga
modd that includes assumptionsrdaed to investment returnsand
persgtency. Themodd rateisevauated periodicaly, at least annudly,
and theactua rateisreset and applied prospectively, resultinginanew
amortization pattern over theremaining estimated life of the business.

Deferred policy acquisition costsarereviewed to determineif they
are recoverable from futureincome, including investment income, and,
if not recoverable, are charged to expense. All other acquisition
expensssare charged to operationsasincurred.

Present Value of Future Profits

Present Vaue of Future Profits, indluded inintangible assets,
representstheactuarialy determined present va ue of anticipated profits
to beredlized from life and accident and hedlth businessoninsurancein
forceat the date of the Company’ sacquisition of insurance businesses
using the sameassumptionsthat were used for computing-rel ated
liabilitieswhere gppropriate. The present vaueof future profitsis
amortized over the contract period using current interest crediting rates
to accreteinterest and ushg amortization methods based on the
specified products. Traditiond lifeinsuranceisamortized over the
period of anticipated premiums, universd lifein relaion to estimated
grossprofits, and annuity contractsemploying aleve effectiveyield
methodology. Thevaueof present vaue of future profitsisreviewed
periodicaly for recoverability to determineif any adjusmentis
required.

Separateand Variable Accounts

Separate and Variable Accounts primarily represent fundsfor
which investment income and investment gains and losses accrue
directly to, and investment risk isborne by, the contractholders. Each
account has specific investment objectives. The assets of each account
arelegdly segregated and are not subject to claimsthat arise out of any
other business of the Company. The assetsof these accountsare
generdly carried a market vaue. Amounts assessed to the
contractholders for management services areincluded in revenues.
Deposits, net investment income and redlized investment gains and
lossesfor these accounts are excluded from revenues, and related
lighility increases are excluded from benefitsand expenses.

Insurance Policy and Claims Reserves

Insurance Palicy and Claims Resarves represent liabilities for
futureinsurance policy benefits. Insurance reservesfor traditiond life
insurance, annuities, and accident and health policieshave been
computed based upon mortdity, morbidity, persstency, and interest
rate assumptions (ranging from 2.0% to 9.0%, with aweighted average
rete of 7.03%, for annuity productsand 2.5% to 7.0%, with aweighted
averageinterest rate of 3.51%, for life products) gpplicableto these
coverages, including adverse deviaion. These assumptions consder
Company experienceand industry sandardsand may berevisadif itis
determined that future experience will differ subgtantiadly from thet
previoudy assumed.

Contractholder Funds

Contracthol der funds represent receipts from theissuance of
universd life, pensioninvestment and certain deferred annuity
contracts. Such receipts are considered deposits on investment
contractsthat do not have subgtantial mortaity or morbidity risk.
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Account baances areincreased by depositsreceived and interest
credited and are reduced by withdrawas, mortality chagesand
adminigtrative expenses charged to the contracthol ders. Calculationsof
contractholder account bal ances for investment contracts reflect lapse,
withdrawal, and interest rate assumptions (ranging from 1.0%to
8.05%, with aweighted averagerate of 4.34%, for annuity products
and 3.5% to 5.95%, with aweighted averageinterest rate of 4.34%, for
life products), based on contract provisions, the Company’ sexperience,
and industry standards. Contractholder fundsasoinclude other funds
that policyholders|eave on deposit with the Company.

Employee Benefits Expense

Employee Benefits Expense includes prior and current service
cogtsof pension and other postretirement benefit plans, whichare
accrued onacurrent basis, contributionsand unrestricted awards under
other employee plans, theamortization of restricted tock awards, and
cogtsof other employeebenefits.

Sock-Based Compensation

Prior to January 1, 2003, Citigroup accounted for stock-based
compensation plans under Accounting PrinciplesBoard Opinion No.
25, " Accounting for Stock Issued to Employees' (APB 25), and related
interpretations. Under APB 25, thereisgenerdly no chargeto earnings
for employee stock option awardsbecausethe optionsgranted under
these planshave an exercise price equd to the market vaue of the
underlying common stock onthegrant date. Alternatively, SFASNo.
123, " Accounting for Stock-Based Compensation” (SFAS 123), dlows
companiesto recognize compensation expense over therelated service
period based onthegrant-datefair value of the stock award. Under
both methods, uponissuance of previoudy unissued sharesunder
employee plans, proceedsreceived in excessof par vaue are credited
toadditiona paid-in capital. Upon issuanceof treasury shares, the
difference between the proceeds recelved and theaverage cost of
treesury sharesisrecorded in additiona paid-in capita. Under both
methods, the dilutive effect of outstanding optionsisreflected as
additiona sharedilution inthe computation of earnings per share. On
January 1, 2003, the Company adopted thefar vaue provision of
SFAS123. See* Accounting Changes’ on page 12.

Had the Company applied SFAS 123 prior to 2003 in accounting
for dl the Company’ sstock option plans, including the Citigroup 2003
Stock Purchase Program, net income and net income per sharewould
have been the pro formaamountsindicated bel ow:

Inmillionsof dallars

exoept per shareanournts 2004 2003 2002
Compensation expense
rdatedto stock option Asrepoted  $ 173 $ 110 $ -

plans, net of tax Proforma 35 35 434

Netincome Asreported $17046  $17853  $15276
Proforma 1684 17598 14842
Badceamningspershare Asregpoted  $ 332 $ 349§ 299
Proforma 329 34 290
Dilutedearningspershae Asrepoted $ 326 $ 342 $ 2H4
Proforma 323 337 286
Income Taxes

Deferred taxes are recorded for the future tax consequences of
eventsthat have been recognized in thefinancia statements or tax
returns, based upon enacted tax lawsand rates. Deferred tax assetsare
recognized subject to management’ sjudgment thet redizationismore
likely than not. The Company and itswholly owned domestic
subsdiariesfile aconsolidated federa incometax return.



EarningsPer Share

Earnings per shareiscomputed after recognition of preferred
stock dividend requirements. Basic earnings per shareis computed by
dividing income available to common stockholders by theweighted
average number of common shares outstanding for the period,
excluding restricted stock. Diluted earnings per sharereflectsthe
potentid dilution that could occur if securitiesor other contractstoissue
common stock were exercised and has been computed after giving
condderation to the weighted average dilutive effect of the Company’s
convertible securities, common stock warrants, stock options, and the
sharesissued under the Company’ s Capital Accumulation Program
and other restricted stock plans.

Accounting Changes

Congolidation of Variable Interes Entities

On January 1, 2004, the Company adopted Financid Accounting
Standards Board (FASB) Interpretation No. 46, “ Consolidation of
Varidble Interest Entities (revised December 2003),” (FIN 46-R),
whichincludes subgtantia changesfrom theorigina FIN 46. Included
inthese changes, the ca culation of expected lossesand expected
resdua returns has been dtered to reducetheimpact of decision maker
and guarantor feesin the cal culation of expected residua returnsand
expected losses. In addition, thedefinition of avariableinterest has
been changed in the revised guidance. FIN 46 and FIN 46-R change
the method of determining whether certain entities, including
securitization entities, should beincluded in the Company’s
Consolidated Financid Statements. The Company has determined theat
in accordance with FIN 46-R, the multisdller finance companies
administered by the Company should continue not to be consolidated.
However, thetrust preferred security vehiclesarenow deconsolidated.
The cumulative effect of adopting FIN 46-R was an incresse to assets
and liabilities of approximately $1.6 billion, primarily dueto certain
structured financetransactions.

For any VIEsthat must be consolidated under FIN 46 that were
crested before February 1, 2003, the assets, lighilities, and
noncontrolling interests of the VIE areinitialy measured &t their
carrying amountswith any difference between the net amount added to
the balance sheet and any previoudy recognized interest being
recoghized asthe cumulative effect of an accounting change. If
determining the carrying amountsisnot practicable, fair valueat the
date FIN 46 first gpplies may be used to messure the assts, liabilities,
and noncontrolling interests of the VIE. In October 2003, the FASB
announced that the effective date of FIN 46 was deferred from July 1,
2003 to periods ending after December 15, 2003 for VIES crested prior
to February 1, 2003. With the exception of thedeferra related to
certain investment company subsidiaries, Citigroup elected to
implement theremaining provisionsof FIN 46 inthe 2003 third
quarter, resulting in the consolidation of VIEsincreasing both total
assetsand total liahilitiesby gpproximately $2.1 billion. The
implementation of FIN 46 encompassed areview of thousands of
entitiesto determinetheimpact of adoption, and considerablejudgment
wasused in evaluating whether or not aV | E should be consolidated.

The Company administersseverd third party owned, specid
purpose, muti-sdller finance companies (the conduits”) that purchase
poolsof tradereceivables, credit cards, and other financid assetsfrom
third-party clients of the Company. The Company has no ownership
interest in the conduits, but asadministrator providesthem with
accounting, funding, and operations services. Generaly, thedients
continueto servicethetransferred assets. The conduits' asset purchases
arefunded by issuing commercia paper and mediunterm notes.
Clientsabsorb thefirst |lasses of the conduits by providing collaterd in

theform of excessasstsor residud interest. The Company, dong
with other financid indtitutions, providesliquidity facilities suchas
commercid paper backstop linesof credit to the conduits. The
Company aso providesloss protectionin theform of letters of credit
and other guarantees. During 2003, to comply with FIN 46-R, dl but
two of the conduitsissued “first loss’ subordinated notes, such that one
third-party investor in each conduit would be deemed the primary
beneficiary and would consolidate thet conduit.

Someof the Company’ s private equity subsidiaries may investin
venture capitd entitiesthat may alsobesubjectto FIN 46-R. The
Company accountsfor itsventure capita activitiesin accordance with
the Investment Company Audit Guide (Audit Guide). The FASB
deferred adoption of FIN 46-R for non-registered investment
companiesthat gpply the Audit Guide. The FASB permitted
nonregistered investment companiesto defer consolidation of VIES
with which they areinvolved until aStatement of Position on the scope
of the Audit Guideisfindized, which isexpected before the end of the
first quarter of 2005. Following issuance of the Statement of Position,
the FASB will consder further modificationto FIN 46-R to provide an
exception for companiesthat qualify to apply therevised Audit Guide.
Following issuance of the revised Audiit Guide, the Company will
assesstheeffect of such guidanceonitsprivate equity business,

The Company may provideadministrative, trusteeand/or
investment management servicesto numerouspersona estatetrudts,
which areconsidered VIEsunder FIN 46-R, but are not consolidated.

SeeNote 12 to the Consolidated Financid Statements.

Postr etirement Benefits

InMay 2004, the FASB issued FASB Staff Position FAS 106-2,
“Accounting and Disclosure Requirements Related to the Medicare
Prescription Drug, Improvement and Modernization Act of 2003
(FSPFAS 106-2), which supersedes FSPFAS 106-1, in response to
the December 2003 enactment of the Medicare Prescription Drug,
Improvement and Modernization Act of 2003 (the Act). TheAct
introduces a prescription drug benfit for individualsunder Medicare
(Medicare Part D), aswell asafederd subsidy equa to 28% of
prescription drugclaimsfor sponsors of retiree hedlth care planswith
drug bendfitsthat areat leest actuaridly equivaent tothoseto be
offered under Medicare Part D. If aplanisdetermined to be actuaridly
equivaent to Medicare Part D, FSP FAS 106-2 reguires plan sponsors
todisclosetheeffect of the subsidy onthenet periodic expenseandthe
accumulated postretirement benefit obligation intheir interim and
annud financid statementsfor periods beginning after June 15, 2004.
Plan sponsorswhoinitialy eected to defer accounting for the effects of
the subsidy aredlowed the option of retroactive applicationto thedate
of enactment or prospective goplication from the date of adoption.

Under FSPFAS 106-1, the Company eected to defer the
accounting for theeffects of the Act. However, Citigroup believesthat
our plansaredigiblefor the subsidy and decided to adopt FSPFAS
106-2 inthethird quarter of 2004 retroactiveto January 1, 2004. The
effect of adopting FAS 106-2 isincluded in Note 23 to the Conpany’s
Consolidated Financid Statements.

Accounting for Loan Commitments Accounted For As
Derivatives

On April 1, 2004, the Company adopted the SEC’ s Staff
Accounting Bulletin No. 105, “Application of Accounting Principlesto
Loan Commitments’ (SAB 105), which specifiesthat servicing assets
embedded in commitmentsfor loansto be held for sde should be
recognized only when the servicing asset hasbeen contractualy
separated from the asociated loansby sale or securitization. The
impact of implementing SAB 105 acrossdl of the Company’s



businesseswasadday in recognition of $35 million pretax inthe
second quarter 2004.

Accounting and Reporting by Insurance Enterprisesfor Certain
Nontraditional Long-Duration Contractsand for Separate
Accounts

On January 1, 2004, the Company adopted Staterment of Position
03-1, “Accounting and Reporting by Insurance Enterprisesfor Certain
Nontraditional Long-Duration Contractsand for Separate Accounts’
(SOP(03-1). SOP(03-1 providesguidance on accounting and reporting
by insurance enterprisesfor separate account presentation, accounting
for aninsurer’ sinterest in aseparate account, transfersto aseparate
account, valuation of certain liabilities, contractswith desth or other
benefit feetures, contractsthat provideannuitization benefits, and sdes
inducementsto contract holders. SOP 03-1iseffectivefor financid
satementsfor fisca yearsbeginning after December 15, 2003. The
adoption of SOP 03-1 did not haveamateria impact onthe
Company’s Consolidated Financia Statements.

Profit Recognition on Bifurcated Hybrid Instruments

On January 1, 2004, Citigroup revised the gpplication of
Derivatives Implementation Group (DIG) Issue B6, “ Embedded
Derivatives Allocating the Basisof aHybrid Instrumentto the Host
Contract and the Embedded Derivative.” In December 2003, the SEC
saff gaveaspeech that clarified theaccounting for derivatives
embedded in financid instruments ("hybrid instruments’) to preclude
therecognition of any profit onthetrade datefor hybrid instruments
that must be bifurcated for accounting purposes. Thetradedate
revenue must instead be amortized over thelifeof the hybrid
ingrument. Theimpeact of this changein application was
approximately $256 million pretax reductionin revenue, net of
amortization, acrossdl of the Company’ sbusinessesduring 2004.
Thisrevenuewill berecognized over thelife of the transactions, which
on averageis gpproximately four years.

Adoption of SFAS132-R

In December 2003, the FASB issued SFAS N0.132 (Revised
2003), “Employers Disclosures about Pensions and Other
Podiretirement Benefits’ (SFAS 132-R), which retainsthe disclosure
requirements contained in SFAS 132 and requiires additiond disclosure
infinancia statementsabout the assats, obligations, cash flows, and net
periodic benefit cost of domestic defined benefit pension plansand
other domestic defined benefit postretirement plansfor periodsending
after December 15, 2003, except for the disclosure of expected future
benefit pay ments, which must be disclosed for fisca yearsending after
June 15, 2004. The new disclosure requirementsfor foreign retirement
plansgpply tofiscd yearsending after June 15, 2004. However, the
Company dected to adopt SFAS 132-R for itsforeign pensas of
December 31, 2003. Certain disclosuresrequired by this Statement are
effectivefor interim periods beginning after December 15, 2003. The
new annud disclosures areincluded in Note 23 to the Consolideted
Financid Statements.

Costs Associated with Exit or Disposal Activities

On January 1, 2003, Citigroup adopted SFAS No. 146,
“Accounting for Costs Associated with Exit or Disposal Activities’
(SFAS146). SFAS 146 requiresthat aligbility for costs associated
withexit or disposd activities, other than in abusinesscombination, be
recognized when theligbility isincurred. Previous generdly acoepted
accounting principles provided for the recognition of such costsat the
date of management’ scommitment to an exit plan. Inaddition, SFAS
146 requiresthat theliability be measured et fair value and be adjusted
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for changesin estimated cash flows. The provisonsof thenew
sandard are effectivefor exit or disposa activitiesinitiated after
December 31, 2002. Theimpact of adopting of SFAS 146 was not
materid.

Derivative | nsrumentsand Hedging Activities

Onuly 1, 2003, the Company adopted SFASNo. 149,
"Amendment of Statement 133 on Derivative Instruments and
Hedging Activities' (SFAS 149). SFAS 149 amendsand clarifies
acocounting for derivative instruments, including certain derivative
instrumentsembedded in other contracts, and for hedging activities
under SFASNo. 133, “ Accounting for Derivetive Instrumentsand
Hedging Activities’ (SFAS 133). In particular, SFAS 149 daifies
under whet circumstances a contract with aninitial net investment
meetsthe characteridtic of aderivative and when aderivative containsa
financing component that warrants specia reporting in the statement of
cashflows. This Statement isgenerdly effective for contracts entered
into or modified after June 30, 2003 and did not have amaterid impact
on the Company's Consolidated Financid Statements.

Liabilitiesand Equity

On duly 1, 2003, the Company adopted SFASNo. 150,
"Accounting for Certain Financid Insrumentswith Characterigtics of
both Liabilitiesand Equity” (SFAS150). SFAS 150 edtablishes
sandards for how an issuer measures certain finencia ingrumentswith
characteristics of bothlighilitiesand equity and dlassifiestheminits
gatement of financia podtion. It requiresthat anissuer classfy a
financia ingtrument thet iswithin its scope asaliability (or anasstin
some circumstances) when that financid instrument embodiesan
obligation of theissuer. SFAS 150 is effective for financid ingruments
entered into or modified after May 31, 2003, and otherwiseis effective
July 1, 2003, and did not have amaterid impact on the Company’s
Consolidated Financid Statements.

Sock-Based Compensation

On January 1, 2003, the Company adopted thefair value
recognition provisons of SFAS 123, prospectively for dl awards
granted, modified, or settled after December 31, 2002. The prospective
method is one of the adoption methods provided for under SFAS No.
148, “ Accounting for Stock-Based Compensation— Trangition and
Disclosure’ (SFAS 148) issued in December 2002. SFAS 123
requiresthat compensation cost for al stock awardsbe ca culated and
recognized over the service period (generaly equal tothevesting
period). Thiscompensation cost isdetermined using option pricing
moddsintended to estimate thefair value of theawards a the grant
date. Smilar to APB 25, thedternative method of accounting, under
SFAS 123, an offstting increase to stockholders' equity isrecorded
equal totheamount of compensation expensecharged. Earningsper
sharedilutionisrecognized aswell.

Theimpact of thischangein 2003 and 2004 is disclosed on page
11. During thefirst quarter of 2004, the Company changed itsoption
vauation from the Black-Scholesmodd to the binomia method,
which did not haveamateria impact on the Company’ s Consolideted
Financiad Statements.

The Company has made changesto various stock-based
compensation plan provisionsfor futureawards. For example, the
vesting period and theterm of stock options granted in 2003 and 2004
arethreeand six years, repectively. Inaddition, the sdeof underlying
sharesacquired through the exercise of optionsgranted after December
31, 2002 is regtricted for atwo-year period. Theexigting stock
ownership commitment for senior executiveswill continue, under
which such executivesmugt retain 75% of the sharesthey ownand



acquirefrom the Company over theterm of their employment.
Origina optiongrantsin 2003 and thereafter do not haveareload
feature; however, previoudy granted optionsretain thet feeture.

In January 2005, the Company largely moved from granting stock
options asincentive compensation to granting restricted and deferred
dock awards. SeeNote 22 to Notesto Consolidated Financia
Statements.

Guaranteesand Indemnifications

In November 2002, the FASB issued FASB Interpretation No. 45,
“Guarantor’ s Accounting and Disclosure Requirementsfor
Guarantees, Including Indirect Guarantees of Indebtedness of Others’
(FIN 45), which requiresthet, for guaranteeswithin the scope of FIN
45 issued or amended after December 31, 2002, aliability for thefair
vaueof the obligation undertaken inissuing the guarantee be
recognized. On January 1, 2003, the Company adopted the recognition
and measurement provisionsof FIN 45. Theimpact of adopting FIN
45 was not materid. FIN 45 aso requires additiona disclosuresin
financid satementsfor periodsending after December 15, 2002.
Accordingly, these disclosures areincluded in Note 27 to the
Consolidated Financid Statements.

Acquistions of Certain Financial Ingtitutions

Inthefourth quarter of 2002, the Company adopted SFASNo.
147, “ Acquisitions of Certain Financid Ingtitutions’ (SFAS147).
SFAS 147 requiresthat business combinationsinvolving depository
financid indtitutionswithin its scope, except for combinations between
mutud ingtitutions, be accounted for under SFAS 141. Previoudy,
generdly accepted accounting principlesfor acquisitions of financia
indtitutions provided for recognition of theexcessof thefair vaue of
ligbilitiesassumed over thefair vaue of tangibleand identifiable
intangible assets acquired as an unidentifiable intangible assst. Under
SFAS 147, such excessis accounted for asgoodwill. Theimpact of
adopting SFAS 147 did not materialy affect the Consolidated
Financid Statements.

Adoption of EITF 02-3

During thefourth quarter of 2002, the Company adopted EITF
Issue No. 02-3, “IsauesInvolvedin Accounting for Derivetive
Contracts Held for Trading Purpases and Contracts Involved in Energy
Trading and Risk Management Activities’ (EITF02-3). Under EITF
02-3, recognition of atrading profit at inception of aderivetive
transactionisprohibited unlessthefair vadue of that derivativeis
obtained from aquoted market price, supported by comparison to other
observable market transactions, or based upon aval uation technique
incorporating observable market data. Theinitial adoptionand
ongoing effects of EITF 02-3 arenot materid to the Company’s
Consolidated Financid Statements.

Impairment or Digposal of Long-Lived Assets

On January 1, 2002, Citigroup adopted SFAS No. 144,
“Accounting for the Impairment or Disposal of Long-Lived Assets’
(SFAS 144), when the rule became effective for calendar year
companies. SFAS 144 establishes additiond criteriaascompared to
exigting generdly accepted accounting principlesto determinewhena
long-lived assst isheld-for-sale. 1t dso broadensthe definition of
“discontinued operations,” but doesnot dlow for theaccrua of future
operating losses, aswas previoudy permitted. Theimpact of adopting
SFAS 144 was not materia.

Business Combinations, Goodwill and Other Intangible Assets

Effective July 1, 2001, the Company adopted the provisons of
SFASNo. 141, "Business Combinations' (SFAS 141), and certain
provisonsof SFASNo. 142, "Goodwill and Other Intangible Assts'
(SFAS142), asrequired for goodwill and indefinite-lived intangible
asstsresulting from busi ness combinations consummeted after June
30, 2001. Thenew rulesrequirethat al businesscombinations
consummated after June 30, 2001 be accounted for under the purchase
method. The nonamortization provisions of the new rulesaffecting
goodwill andintangible assats deemed to have indefinitelivesare
effectivefor al purchase business combinations completed after June
30, 2001.

On January 1, 2002, Citigroup adopted the remaining provisons
of SFAS 142, when the rules became effective for calendar year
companies. Under the new rules, effective January 1, 2002, goodwill
and intangible assets deemed to have indefinite livesare no longer
amortized, but are subject to annua impairment tests. Other intangible
assets continue to be amortizedover their useful lives. The adoption
resulted in acumulative adjustment of $47 million (aftertax) reported
asachargeto earningsrelated to theimpairment of certainintangible
asts.

Future Application of Accounting Standards

Sock-Basad Compensation

In December 2004, the FASB issued SFAS No. 123 (Revisd
2004),“ Share-Based Payment” (SFAS 123-R), which replacesthe
existing SFAS 123 and supersedes APB 25. SFAS 123-R requires
companiesto measure and record compensation expensefor stock
options and other share-based payment based on theingtruments' fair
vaue. SFAS123-Riseffectivefor interim and annud reporting
periods beginning after June 15, 2005. The Company will adopt SFAS
123-R on July 1, 2005 by using the modified progpective approach,
which reguires recognizing expensefor optionsgranted prior tothe
adoption date equal tothefair value of the unvested amounts over their
remaining vesting period. Theportion of theseoptions fair value
attributableto vested awardsprior tothe adoption of SFAS123 R is
never recognized. For unvested stockbased awardsgranted before
January 1, 2003 (“APB 25 awards’), the Company will expensethe
fair vdueof theawardsasat the grant date over the remaining vesting
period. Theimpact of recognizing compensation expensefor the
unvested APB 25 awardswill be gpproximately $24 million and $20
million additiona expensein thethird and fourth quarters of 2005,
regpectively. In addition, goproximately $43 million and $42 million
additiond of compensation expensewill be disclosed astheimpactin
thefirgt and second quartersof 2005, respectively, asif the sandard had
been adopted as of January 1, 2005, but will not berecognizedin
earnings. The Company continuesto eval uate other aspectsof
adopting SFAS 123-R.

Other-Than-Temporary | mpair ments of Certainlnvestments

On September 30, 2004, the FASB voted unanimously to delay
the effective date of EITF 03-1, “TheMeaning of Other-Than-
Temporary Impairment and its Application to Certain Investments.”
Thedday appliestoboth debt and equity securitiesand specificaly
gppliesto impairments caused by interest rate and sector spreads. In
addition, theprovisonsof EITF 03-1 that have been ddayed relateto
the requirementsthat acompany declareitsintent to hold the security to
recovery and designate arecovery period in order to avoid recognizing
an otherthan-temporary impairment charge through earnings.

The FASB will beissuing implementation guidance related to this
topic. Onceissued, Citigroup will evaluate theimpact of adopting
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EITF03-1. Thedisclosuresrequired by EITF 031 areincludedin
Note5 to the Consolidated Financid Statements.

Accounting for Certain Loansor Debt SecuritiesAcquired in a
Trander

On December 12, 2003, the American Ingtitute of Certified Public
Accountants (AICPA) issued Statement of Position (SOP) No. 03-3,
“Accounting for Certain Loans or Debt SecuritiesAcquiredina
Trander” (SOP 03-3). SOP 03-3isefectivefor loansacquiredin
fiscal yearsbeginning after December 15, 2004. SOP 03-3 requires
acquired loansto berecorded a fair vaueand prohibits carrying over
vauation dlowancesin theinitia accounting for dl loansacquiredina
transfer thet have evidence of deteriorationin credit qudity since
originetion, when it is probable thet theinvestor will beunableto
collect dl contractud cashflows. Loanscarried a fair vaue, mortgage
loansheld for-sdle, and loansto borrowersin good standing under
revolving credit agreements areexcluded from the scope of SOP 03-3.

SOP 03-3limitstheyield that may be accreted to theexcessof the
undiscounted expected cash flows over theinvestor’ sinitia investment
intheloan. Theexcessof the contractua cash flowsover expected
cashflows may not berecognized as an adjustment of yield.
Subsequent increasesin cash flows expected to be collected are
recoghi zed prospectively through an adjustment of theloan’ syield over
itsremaining life. Decreasesin expected cash flows are recognized as
an imparment.

2. BusnessDevdopments

Divesgtiture of CitiCapital’s Trangportation Finance Busness

On November 22, 2004, the Company reeched an agreement to
<l CitiCapita’ s Trangportation Finance Businessbased in Dalasand
Toronto to GE Commercia Financefor total cash consideration of
approximately $4.4 hillion. The sale, which was completed on January
31, 2005, resulted in an after-tax gain of approximately $100 million.

The Trangportation Finance businessis part of the Company’s
Globd Consumer Retail Banking, which providesfinancing, leasing,
and assat-based lending to the commercid trucking industry.

Acquistion of Firsg American Bank

On August 24, 2004, Citigroup announced it will acquire First
American Bank in Texas (FAB). Thetransactionisexpectedto close
inthefirst quarter of 2005, subject to and pending applicable regulatory
approvals. Thetransaction will establish Citigroup’ sretail banking
presencein Texas, giving Citigroup more than 100 branches, $3.5
billion in assatsand gpproximatdy 120,000 new customersin the state.

Sale of Samba Financial Group

On June 15, 2004, the Company sold, for cash, its 20% equiity
investment in The Samba Financia Group (Samba), formerly known
asthe Saudi American Bank, to the Public Investment Fund, aSaudi
public sector entity. Citigroup recognized an aftertax gain of $756
million ($1.168 hillion pretax) on the sd e during the 2004 second
quarter. The gain wasrecognized equaly between Globa Consumer
and CIB.

Acquidtion of KorAm B ank

On April 30, 2004, Citigroup completed itstender offer to
purchasedl the outstanding shares of KorAm Bank (KorAm) a aprice
of KRW 15,500 per sharein cash. Intota Citigroup has acquired
99.8% of KorAm' soutstanding sharesfor atotal of KRW 3.14 trillion
($2.7 billion). Theresultsof KorAm areindluded in the Consolidated
Financid Statements from May 2004 forward.
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KorAmisaleading commercid bank in Koreg, with 223
domestic branchesand tota assetsat June 30, 2004 of $37 hillion.

Duringt he 2004 fourth quarter, KorAm was merged with the
Citibank Koreabranch to form Citibank Korealnc.

Divedtiture of Citicorp Electronic Financial Servicesinc.

During January 2004, the Company completed the sdlefor cash of
Citicorp'sElectronic Financid ServicesInc. (EFS), asubsidiary of
Citigroup, for $390 million (pretax). EFSisaprovider of government-
issued benefits paymentsand prepaid stored value cards used by state
andfedera government agencies, aswell asof stored vaue servicesfor
privateingditutions. The sale of EFSresulted in an aftertax gain of
$180 millionin the 2004 first quarter.

Acquistion of Washington Mutual Finance Cor poration

On January 9, 2004, Citigroup completed the acquisition of
Washington Mutud Finance Corporation (WMF) for $1.25 billionin
cash. WMF wasthe consumer finance subsidiary of Washington
Mutud, Inc. WMF providesdirect consumer indalment loansand
real-estate-secured loans, aswell assalesfinance and the sale of
insurance. The acquisition included 427 WMF officeslocated in 26
sates, primarily in the Southeastern and Southwestern United States,
and totd assetsof $3.8hillion. Theresultsof WMF areincludedinthe
Consolidated Financid Statements from January 2004 forward.

Acquistion of Sears Credit Card and Financial Products
Business

On November 3, 2003, Citigroup acquired the Seers' Credit Card
and Financid Products business (Sears). $28.6 hillion of gross
receivableswere acquired for a10% premium of $2.9 billion and
annud performance paymentsover the next 10 yearsbased on new
accounts, retail salesvolume, and financia product sales. The
Company recorded $5.8 hillion of intangible assetsand goodwill asa
result of thistransaction. In addition, the companiessigned amullti-
year marketing and servicing agreement acrossarange of each
company’ shusinesses, products, and services. Theresultsof Searsare
included in the Consolidated Financid Statements from November
2003 forward.

Acquigtion of TheHome Depot’sPrivate-Labe Portfolio

In duly 2003, Citigroup completed the acquisition of The Home
Depot’ sprivatelabel portfolio (Home Depot), which added $6 hillion
inreceivablesand 12 million accounts. The resultsof Home Depot are
induded in the Consolidated Financid Satements from July 2003
forward.

Acquistion of Golden State Bancorp

On November 6, 2002, Citigroup completed its acquisition of
100% of Golden State Bancorp (GSB) in atransactioninwhich
Citigroup paid goproximately $2.3 billion in cash and issued 79.5
million Citigroup common shares. Thetotd transaction value of
approximately $5.8 billion wasbased on the average pricesof
Citigroup shares, asadjusted for the effect of the TPC digtribution.
GSB wasthe parent company of CdiforniaFedera Bank, the second-
largest thrift inthe U.S. and, through its First Nationwide Mortgage
business, theeighth-largest mortgage servicer. Theresultsof GSB are
included in the Consolidated Financid Statements from November
2002 forward.



3. Discontinued Operations

Sale of Asst Management Business

On June 24, 2005, the Company announced thet it had Signed a
definitive agreement under which Citigroup will sdl subgtantialy dl of
its Asset Management Businessin exchangefor the broker-dealer
business of Legg Mason, Inc. (Legg Mason), gpproximately $1.5
billion of Legg Mason'scommon and convertible preferred shares
(representing approximately 18.06 million shares of Legg Mason
common stock at June 24, 2005, assuming conversion of the preferred
stock), and approximately $550 millionin theform of afive-year loan
facility provided by Citigroup Corporate and Investment Banking. The
transaction does not include Citigroup’ s asset management businessin
Mexico, its retirement services businessin Latin America (bothof
which are now included inRetail Banking) or itsinterest inthe
Citi Street joint venture (which is now incdluded in Smith Barney). The
total vaueof thetransactionisgpproximately $3.7 billion subject to
adjusment. (Thetransaction described in this paragraph isreferred to
herein asthe Saleof the Asset Management Business).

Citigroup and Legg Mason have entered into athree-year global
agreement under which Citigroup will continueto offer its clients Asset
Management’ s products and will inherit Legg Mason Wood Walker's
position asthe primary domestic provider of Legg Mason'sfund
family, including the equity funds of Legg Mason Capita Management
Inc. Thesefundswill be offered primarily through Citigroup’ s Global
Wedth Management businesses, Smith Barney andPrivateBank, as
well asthrough Primericaand Citibank. All offeringswill be subject to
usud suitability and performance standards. For theyearsended
December 31, 2004, 2003, and 2002, intercompany feespaid by the
Asst Management businessto various other Citigroup businesses
totaled approximately $193 million, $208 million, and $217 million,
respectively.

Upon completion of the Sde of the Assat Management Business,
Citigroup expectsto add morethan 1,300 financia advisorsinmore
than 100 branch officesfrom Legg Mason’ shroker-dedl er businessto
its Globd Wedth Management business.

The Sdeof the Assst Management Businessisexpected to close
during the 2005 fourth quarter and is subject to certain regulatory
goprovasand customary closing conditions. In connection with the
transaction, Citigroup is seeking gpprova of Asset Management’s
mutual fund boardsand shareholders.

Alsoincluded in the sales agreement between Citigroup and Legg
Mason are provisonsreated to trandiond servicesthat will be
provided for aperiod of 24 to 30 months. Thesetrandtiond service
provisons may beterminated or extended. The costsassociated with
these provisonsare not considered to be significant.

The Assst Management Businesses being sold were the primary
vehidles through which Citigroup engaged in the asset management
business. Thebusinesseshad total assetsof $1.3 billion at December
31, 2004.

Resultsfor dl of the businessesincluded inthe Sale of the Asset
Management Busness are reported as Discontinued Operationsfor all
periodspresented. Theassetsand liabilitiesof thebusinessesbeing
sold areincluded in their respective caption on the Consolidated
Balance Shedt.

Summarized financid information for discontinuedoperations
related to the Sdle of the Asset Management Businessisasfollows:

Inmillionsof dollars 204 2008 2002

Total revenues, net of interest expense $1,333 $1,251 $1,339

Income from diiscontinued operaions 23 33 336
Provison for incometaxes

and minority interest 112 147 1
Incomefrom discontinued operations,

net of taxesand minority interest $ a $ 216 $ 22

Saleof theLifelnsurance & AnnuitiesBusness

On July 1, 2005, the Company completed the sde of Citigroup's
TravelersLife& Annuity, and subgtantialy al of Citigroup's
internationd insurance businesses, to MetLife, Inc. (MetLife). The
bus nesses sold were the primary vehicles through which Citigroup
engaged intheLifelnsuranceand Annuitiesbusiness.

Citigroup received $1.0 hillionin MetLifeequity securitiesand
$10.8hillionin cash.

Thetransaction encompasses TravelersLife& Annuity’sU.S.
businessesand itsinternational operations other than Citigroup'slife
businessin Mexico (whichisnow included within Retail Banking).
Internationa operationsinclude wholly owned insurance companiesin
the United Kingdom, Belgium, Austrdia, Brazil, Argentina, and
Poland; joint venturesin Japan and Hong Kong; and officesin China.
Thetransaction aso includes Citigroup’ s Argentine pension business.
(Thetransaction described in the preceding three paragraphsisreferred
to herein asthe Sde of the Life lnsurance and Annuities Business).

In connection with the Sale of the Life Insurance and Annutties
Business, Citigroup and MetL ife have entered into ten-year agreements
under which TravelersLife & Annuity productswill be made available
through certain Citigroup distribution channedls, subject to appropriate
suitability and other sandards. In addition, MetLife productswill be
added to these didtribution channels. For the years ended December
31, 2004, 2003 and 2002, intercompany commission feespaid by
TravelersLife& Annuity to Citigroup affiliatesfor distribution services
total ed gpproximately $430 million, $350 million, and $320 miillion,
respectively.

Alsoincluded in the s es agreement between Citigroup and
MetLifeareprovisonsrelated to trangitiond servicesthat will be
provided for aperiod of 24 to 30 months. Thesetranstiond service
provisons may beterminated or extended. The costsassociated with
theseprovisonsarenot considered to besignificant.

Thebusinessesbeing acquired by MetLife had total assetsof
$96.4 billion e December 31, 2004.

Resaultsfor dl of thebusnessesincluded in the Sde of the Life
Insurance & Annuities Businessare recorded separately as
discontinued operationsfor al periodspresented. The assetsand
liabilitiesof the businessesbeing sold areincluded in their respective
cgption on the Consolidated Baance Shest.

Summarized financid information for discontinued operations
related to the Sdle of the Life Insurance and AnnuitiesBusnessisas
follows:

Inmillionsof dollars 204 2008 2002

Total revenues, net of interest expense $,172 $4,597 3,723

Income from diiscontinued operaions 1243 800 763
Provison forincometaxes 2 221 229
Income from discontinued

oper ations, net of taxes $ 01 $579 $ 54
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TravelersProperty Casualty Corp

Travelers Property Casudty Corp. (TPC) (an indirect wholly
owned subsidiary of Citigroup on December 31, 2001) sold 231
million shares of itsclass A common stock representing approximately
23.1% of itsoutstanding equity securitiesin aninitia public offering
(IPO) on March 27, 2002. In 2002, Citigroup recognized an after-tax
gain of $1.158 hillion asaresult of thelPO. In connectionwiththe
| PO, Citigroup entered into an agreement with TPC that provided that,
inany fisca year inwhich TPC recorded ashestos-related income
gatement chargesin excess of $150 million, net of any reinsurance,
Citigroup would pay to TPC theamount of any such excessuptoa
cumulative aggregate of $520 million aftertax. A portion of thegross
IPO gain was deferred to offset any paymentsarising in connection
with thisagreement. During 2002 and 2003, $159 million and $361
million, respectively, was paid under thisagreement.

On August 20, 2002, Citigroup completed the digtribution to its
stockholdersof amgority portion of itsremaining ownership interest in
TPC (thedidtribution). Thisnon-cash distribution wastaxfree to
Citigroup, itsstockholdersand TPC. Thedigtribution wastreated asa
dividend to stockhol dersfor accounting purposesthat reduced
Citigroup's Additiona Paid-1n Capitd by approximately $7.0 billion.
Following thedistribution and subsequent merger of TPC andthe S.
Paul Companies (. Paul Travelers) on April 1, 2004, Citigroup
remainsaholder of goproximately 6.0% of . Paul Travelers
outstanding equity securities, which are carried a fair vdueinthe
Alternative I nvesments segment and classfied asavailable-forsde
within Investments on the Consolidated Balance Sheet. The Company
isrequired to sdll these securitieswithin five years of the didtributionin
order to maintain the taxfreestatus.

Following the August 20, 2002 distribution, theresultsof TPC
were reported by the Company separately asdiscontinued operations
for dl periods presented. TPC represented the primary vehiclethrough
which Citigroup engaged in the property and casudty insurance
business.

Thefollowingisasummary of theassetsand lighilities of
discontinued operationsrelated to TPC asof August 20, 2002, the date
of thedistribution:

Summarized financid information for the Company’s
discontinued operationsrdaed to TPC isasfollows:

Inmillionsof dollars 204 2008 2002

Total revenues net of interest expense $ - $ - $8233
Income from diiscontinued operaions - - 1,078
Gainonsdeof stock by subsdiary - - 1270
Provison for incometaxes

and minority interet, net - - 473
Income from discontinued

oper ations, net $ - $ - $1875

Summarized financid information for al of the Company’s
discontinued operationsisasfollows:

Inmillionsof dollars 2004 2003 2002

Total revenues net of interest expense $6,555 $848  $132%5

Income from discontinued operations 1,446 1163 2,227
Gainonsdeaf stock by subsidiary - - 1270
Provison forincometaxes

and minority interet, net 44 38 8%
Income from discontinued

operations, net $ R $7%H $2641

Augug 20,

Inmillionsof ddlars 2002
Cah $ 252
Invesments 33984
Trading account asets 321
Loans 261
Reinsurance recoverables 10940
Other asts 14242
Total asds $60,000
Longtterm debt $ 2797
Insurance policy and daim reserves 36,216
Other ligbilities 1831
Mandatorily redeemablesecurities

of subsdiary trugs 00
Total liabilities 1,744
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4. Busness Segment Information

Citigroupisadiversified bank holding company whose businesses
provideabroad range of financia servicesto consumer and corporate
customersaround theworld. The Company’ sactivities are conducted
through the Globa Consumer, Corporate and Investment Banking,
Globa Wedth Management, and Alternative Investmentsbusiness
segments. Thesesegmentsreflect the characterigtics of their products
and servicesand the clientsto which those productsor servicesare
ddlivered.

The Globa Consumer segment includesaglobd, full-service
consumer franchisedelivering awide array of banking, lending,
insurance and investment servicesthrough anetwork of local branches,
offices, and dectronic ddivery sysems.

Thebusinessesinduded in the Company’ s Corporate and
Investment Banking segment provide corporations, governments,
inditutions, and investorsin gpproximately 100 countries with abroad
range of banking and financid productsand services.

TheGloba Wedth Management segment providesinvestment
advice, financid planning, brokerage services, and personaized wedth
management to affluent individuals, small and mid-size companies,
nonyprofitsand large corporations. In addition, Smith Barney provides
independent client-focused research to individuds and inditutions
aound theworld.

TheAlternative Investments segment includes the Company’s
venture capitd activities, ownership of &. Paul Travelersshares, the
Alternative Investment business, resultsfrom certain proprietary
investments, and theresultsof certaininvestmentsin countries thet
refinanced debt under the 1989 Brady Plan or plansof asimilar nature.

Corporate/Other includes net treesury results, corporate
saff and other corporate expenses, certainintersegment eiminations,
andtaxesnot dlocated to theother businesssegments.

Theaccounting policiesof these reportable ssgmentsarethe same
asthosedisclosed in Note 1 to the Consolidated Financial Statements.



Thefollowing table presents certain information regarding the Company's continuing operationsby segment:

Income(Loss) from
Continuing Oper ations
Revenues, Net Provison (Bendfit) Before Cumulative Effect of | dentifiable

Inmillionsof dollars exoept of Interest Expense®@ for IncoomeTaxes® Acoounting Change ®® 9 Asstsat Year End @©

idertifiableasstsinbillions 2004 2003 2002 2004 20083 2002 2004 2008 2002 2004 2008
Globd Consumer $A7B87  PALE01  $3B25 $H51 HMS51 M3 $11987 $9665  $8170 $532 $ 457
Corporae and Investment

Banking 21786 20032 19174 % 2429 1621 2042 5374 3174 763 637
Globd Wedth Management 8529 7847 7573 69 76 700 1,209 1,346 1,287 61 %
Alterndtive Invesments 1,703 1279 el 38 3 2 763 102 (20 9 9
Corporate/Other (270) 95 980 (280) (187) (89 48 271 71 119 106
Taa $79635 $71594 $56246 464 /838 6615 $16054 $17058 $12682 $1484 $1,264

(1) Redasdfiedto confomtothe Compeny’sdune 24, 2005 announcad sleof itsAssst Manegement Business its January 31, 2005 announced agreameant for the Sdle of the Life Insurance &
AmuitiesBusness and cartain recant organizationd changes

(@  Indudestotd revenues net of interest expenss, in North America(exduding Mexico) of $47.1 hillion, $42.9 billion, and $40.3 billion, in Mexico of $4.5 hillion, $38 hillion, and $3.7 hillion
andin Jgpen of $4.3hillion, $4.2 hillion, and $4.4 billionin 2004, 2003, and 2002, respedtively. Therewereno other individud foreign countriesthet weremateridl tototd revenues, net of
interest expense. Fguresexdude Altemdtive Investmentsand Corporate/Other, which largdy operatewithin North America

(3  Indudespretax provisions (credits) for bendfits daims and aedit lossesinthe Glabd Consumer resuiitsof $8.1 hillion, $8.2hillion, and $8.7 billion, inthe Corporate and Investment Barnking
reutsof ($975) million, $732 million, and $2.3 hillion, inthe Glaba Weelth Management resuitsof ($5) million, $12 million, and $24 million for 2004, 2003, and 2002, respectively.
Corporate/Other recorded apretax aredit of ($2) million and ($20) millionin 2008 and 2002, respectivey. Indudesprovision for creditlossesinthe Altemetive Investmentsresults of $31
millionin 2002.

(4)  For2002, theCompany recognized ater-tax charges of $47 million for thecumulativeeffect of acoounting changesrdated to theimplementation of SFAS 142,

(5 Corporate/Other indudesassetsa Decamber 31, 2004 and December 31, 2003 thet were part of the Company’ s January 31, 2005 announced agreament for the Sdeof thelLifelnsuranceand
AnnuitiesBusnessand the Comparty’ s une 24, 2005 announced agreament for the sdle of the Assst Manegament business

5. Invetments

Inmillionsof dollarsat yearend 2004 2003
Fixed maurities substantialy dll

avalablefor-sdea fair vdue $194088  $165928
Ecuity securities 10114 7,687
Verture capitd, & far vdue 3806 3605
Short-term and other 5235 5,672
Tata $213243  $182,892

Theamortized cogt and fair va ue of investmentsin fixed maturities and equity securitiesat December 31, were asfollows:

2004 2008
Gross Gross Gross Gross

Amortized Unredlized Unrealized Fair Amartized Unredized Unredized Far
Inmillionsof dollarsat yearend Codt Gains Losss Vaue Cogt Gans Losss Vdue
Fixed maturity securitiesheld to maturity® $ A $ - $- $ 994 $ & $ - $ - $ 62
Fixed maturity securitiesavailablefor -sale
Mortgage-backed securities, principaly obligations
of U.S federd agendies $20,662 $412 $66  $21,008 $27527 $479 $74 $27932
U.S Tresaury and federd agendes 33791 143 318 33616 30885 197 s 31,007
Sateand municipd 8897 602 17 9482 7,990 5% 9 8,566
Foregn government 65538 590 158 65970 44,407 783 18 45077
U.S corporate 38921 1,861 374 40408 31,34 1645 30 3R5M
Other debt securities 23010 536 3H 23510 20202 51 48 20706

190819 4144 B0 1B 162,315 4,245 69 165866

Total fixed maturities $190,913 4,144 $69 $194088  $162377 $4,245 $64 $165,928
Equity securities @ $9.260 $859 % $10114 $6,800 $o01 $14  $7687

(1) Recordeda amortized cogt.
(@  Indudesnon-marketebleenuity securitiescaried & cost of $6,167 million and $4,253 million a Decamber 31, 2004 and 2003, respectivdy, which arereported inboth theamortized cost and

farvduecdumns

At December 31, 2004, the cost of approximately 6,300 unredlized lossposition for lessthan ayear, and of these 96% arerated
investmentsin equity and fixed maturity securities exceeded their fair investment grade; and $482 million represents fixed maturity
vaue by $974 million. Of the $974 million, thegrossunredized loss investmentsthat have beenin agrossunredlized lossposition for ayear
on equity securitieswas $5 million. Of the remainder, $487 million or more, and of these 88% are rated investment grade.

represents fixed maturity investmentsthat have beeninagross
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Thefixed maturity investmentsthat havebeenin agross
unredlized lossposition for ayear or moreinclude 23 related
investment grade asset-backed securities, within U.S. Corporatein the
following table, with agrossunredized loss of $256 million. These
asset-hacked securitieswere acquired between 1994 and 1999 and
have maturities ranging from 2005 through 2021. Theunredized loss
on these assat-backed securitiesisdue soldly to the current interest rate
environmert, i.e., theunredized lossisunre ated to the credit of the
securities. These 23 related asset-backed securitiesare accounted for
similarly to debt securitiesand are classified asavail able-for-sal e under

periodic review to identify and evduateinvestmentsthat have
indications of possibleimpairment. Aninvestment inadebt or equity
security isimpaired if itsfair vauefalsbelow itscost and the decline is
consdered other-than-temporary. Factors consdered in determining
whether alossistemporary includethelength of time and extent to
whichfair valuehasbeen below cogt; thefinancial condition and near-
term prospectsof theissuer; and the Company’ s ability and intent to
hold theinvestment for aperiod of time sufficient to dlow for any
anticipated recovery. The Company’sreview for impairment generaly
entalls.

FASB Statement No. 115, pursuant to paragraph 14 of FASB
Statement No. 140, and any otherthantemporary impairment of the
securitiesisrecognized in current incomein accordance with EITF
Issue No. 96-12. The Company hasentered into hedges of these
invesmentsthat qualify for cash flow hedge accounting under SFAS
133. Thechangesinfair vaue of theasset-backed securitiesand the
changesinfar vaue of the hedging instrumentsarereported in other
comprehensiveincome (acomponent of equity). Any otherthan-
temporary impairment recognized in current income on the asset-

backed securitieswould be offsat by the reclassification of an amount

from other comprehensiveincomeinto current incomerelated tothe
hedging instrument.

Management has determined that the unredlized lossesonthe
Company’ sinvestmentsin equity and fixed maturity securitiesat

December 31, 2004 aretemporary in nature. The Company conductsa

| dentification and eva uation of investmentsthat have
indicationsof possible imparment;

Anadysisof individud investmentsthat havefair vauesless
than 80% of amortized cost, including consideration of the
length of timetheinvestment hasbeenin an unredlized loss
position;

Discussion of evidentid matter, including an evaluation of
factorsor triggersthat would or could causeindividua
investmentsto quaify ashaving otherthan-temporary
impairments and thosethat would not support other-than-
temporary impairment; and

Documentation of theresultsof theseanalyses, asrequired
under businesspolicies.

Thetable below showsthefar vaue of invesmentsin fixed maturity and equity securitiesthat areavailablefor-sde, and that have been in an unredlized
loss position for lessthan 12 months, or for 12 monthsor longer as of December 31, 2004 and 2003:

LessThan 12 Months 12 MonthsOr Longer Totd
Gross Gross Gross

. Fair Unrealized Fair Unrealized Fair Unrealized
Inmillionsof dollarsat year-end Value Losses Value Losss Value Losses
2004:
Fixed maturity securitiesavailablefor -sale
Mortgage-backed securities principelly obligationsof U.S. federd agencies $6514 $45 $1,300 $21 $7.814 $66
U.S Tresaury and federd agencies 18510 313 76 18586 318
Sate and municipd 60 8 336 9 1,026 17
Foreign govermment 83% 49 6,872 109 15267 158
U.S corporate 38% 2 1574 32 5,469 374
Other dett securities 2363 2 537 16 2900 H
Total fixed maturitiesavailablefor-sale $40,367 87 $10,695 2 $51,062 $969
Equity securities $9 3 $32 ® 8l $6
2003:
Fixed maturity securitiesavailablefor -sale
Mortgage-backed securities, principally obligationsof U.S. federd agencies $3286 $ 69 $ A $5 $3670 $74
U.S Tressury and federd agendes 3326 73 0 2 3,365 Is)
Stateand municipd 73 3 3R 6 405 9
Foreign government 5015 67 1957 51 6,972 118
U.S corporate 2185 2 1,689 278 3874 370
Other dett securities 1954 K] 21 12 2,245 48
Total fixed maturitiesavailablefor-sale $15839 $340 #6922 B34 $20531 A
Equity securities $53 4 $30 $10 83 $14
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Thefollowing table presentstheamortized cog, fair vaue, and
averageyield on amortized cost of fixed maturity securitiesby
contractua maturity datesasof December 31, 2004:

Amortized Fair

6. Federal Funds, SecuritiesBorrowed, L oaned, and
Subject to Repurchase Agreaments

Federa funds sold and securitiesborrowed or purchased under
agreementsto resd, atheir repective carrying values, consisted of the

Inmillionsof dollars Cott Vadue Yidd .

US Treasury and federal agenges”® following at December 31

Duewithin 1 yesr $ 5415 $ 5387 2.20% - o
After 1 butwithinSyeers 24,964 24702 320% Inmillionsof dollars 2004 2008
After 5 butwithin 10years 1,966 1986  529% Federdl fundssold $ 12§ 3w
After 10 years® 17210 17476 5.65% Securities purchesed under agresment toresdll 120648 12199
Tad $49555 $49551 2.00% Deposits paid for securities borowed 70919 40943
Seteand munGpa Totd $200739  $172,174
Duewithin 1 year $ 118 $ 119 5.93%

After 1but within 5 years 29 459 535% (1) Redassfiedtocorformtothecurrent presantation.

After 5but within 10 years 1,165 1232 567%

After 10 years® 7,165 7672 542% Federal funds purchased and securitiesloaned or sold under

Tatal $ 8897 $ 94 545% agreementsto repurchase, a their respective carrying val ues, consisted
All ather © of thefollowing a December 31

Duewithin 1 yesr $30,135 $ 30419 447%

After 1 butwithin 5 years 57,687 58463 5.12% Inmillionsof dollars 2004 2003%
After 5bhut within 10years 25,266 26158 6.32% Federd fundspurchesed $11707 $ 5608
After 10 years® 19373 20015 4.95% Securities sold under agresment to repurchase 172216 156045
Tod $132461  $135085  518% Depositsreceived for securitiesloaned %5632 19503
Total fixed maturities $190913  $194,083 4.8% Taa $200555  $181,156

(D)  Indudesmortgege-becked ssouritiesof U.S federd agendes

(2  Invesmentswith no stated meuritiesareinduded as contractud meturities of grester
then 10years Actud maturitiesmay differ dueto cal or prepayment rights

(3  Indudesforeign govemmean, U.S corporate, asset -badked seounitiesissied by US
corporations, and ather debt securities Yiddsreflect theimpect of locd interedt retes
prevailingin countriesoutsdethe U.S

Thefollowing table presentsinterest and dividendsoninvestments:

Inmillionsof dallars 204 2008 2002

(1) Redasfiedtoconformtothecurrent presentetion.

Taxable interest %507 $4450 $5%5
Interest exempt from U.S.

federd incometax 412 35 27
Dividends 8l 224 A
Total interest and dividends $,000 $5,039 $.956

Thefollowing table presentsredized gainsand losseson
investments:

Inmillionsof dollars 2004 2003 2002

Grossredized invesment gans $1,456 $1,629 $ 808

Grossredized invesment (losses) (623) (1,100 (930)
Net realized gaing/(losses)® $ 83 $ 529 ($ 122

(1) Indudesnet redized gaing/(losses) rdated to insrance subs diaries sdeof OREO
and mortgegeloansof ($2) million, ($13) million, and $8 millionin 2004, 2003, and
2002, respectivey.

Thefollowing table presents venture capitd investment gainsand
losses:

Inmillionsof dollars 204 2008 2002

Net redized investment gains (|osses) (%19 $406 14
Grossunredized gans A5 737 53
Grossunredized (losses) (377) (440) (863)
Net realized and unrealized

gaing/(losss) 654 $703 ($ 8

Theresdeand repurchase agreements represent collateraized
financing transactionsused to generate net interest income and facilitate
trading activity. Theseinstrumentsare collaterdized principaly by
government and government agency securitiesand generdly have
termsranging from overnight toupto ayear. Itisthe Company’s
policy to take possession of the underlying collatera, monitor its
market vauerelativeto theamountsdue under the agreements, and,
when necessary, require prompt transfer of additiona collaterd or
reduction in the balance in order to maintain contractual margin
protection. Intheevent of counterparty default, thefinancing
agreement provides the Company with theright to liquidatethe
collaterd held. Resde agreementsand repurchase agreementsare
reported net by counterparty, when applicable, pursuant to FASB
Interpretation No. 41, “ Offsetting of Amounts Related to Certain
Repurchase and Reverse Repurchase Agreements’ (FIN 41).
Exduding theimpact of FIN 41, resde agreements tota ed $206.6
billion and $195.6 billion a December 31, 2004 and 2003,
respectively.

Depositspaid for securitiesborrowed (securities borrowed) and
depositsreceived for securities|oaned (securities| oaned) are recorded
at theamount of cash advanced or received and are collaterdized
principaly by government and government agency securities,
corporatedebt and equity securities. Securitiesborrowed transactions
requirethe Company to deposit cash with thelender. With respect to
securitiesloaned, the Company receives cash callaterd in an amount
generdly inexcess of themarket vaue of securitiesloaned. The
Company monitorsthe market value of securitiesborrowed and
securities|oaned daily, and additiond collaterd isobtained as
necessary. Securities borrowed and securities|oaned are reported net
by counterparty, when gpplicable, pursuant to FASB Interpretation No.
39, “Offsetting of Amounts Related to Certain Contracts’ (FIN 39).
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7. BrokerageRecavablesand Brokerage Payables

The Company has receivables and payablesfor financid ingruments
purchased from and sold to brokersand deders and customers. The
Company isexposad to risk of lossfrom theinability of brokersand
dealersor customersto pay for purchasesor to ddliver thefinancia
instrument sold, in which casethe Company would haveto sdl or
purchasethefinancid instrumentsat prevailing market prices. Credit
risk isreduced to the extent that an exchange or clearing organization
actsasacounterparty tothetransaction.

The Company seeksto protect itsdlf from the risks associated
with customer activities by requiring customersto maintain margin
collaterd in compliance with regulatory and interna guiddines.
Marginlevelsaremonitored daily, and customersdeposit additiona
collatera asrequired. Where customerscannot meet collaterd
requirements, the Company will liquidate sufficient underlying
financid ingtrumentsto bring the customer into compliancewith the
required margin leve.

Exposureto credit risk isimpacted by market volatility, which
may impair theability of clientsto satisfy their obligationstothe
Company. Credit limitsare established and closdly monitored for
cusomersand brokers and dedlers engaged in forward and futuresand
other transactionsdeemed to be credit sensitive.

Brokerage recelvablesand brokerage payables, which arisein the
normal courseof business, consisted of thefollowing at December 31

9. Prindpal TransactionsRevenue

Principd transactionsrevenuesconsist of redized and unredlized gains
and lossesfrom trading activities. Not included inthetable below isthe
impact of net interest revenuerdated to trading activities. The
following table presentsprincipa transactionsrevenuefor theyears
ended December 31:

Inmillionsof dollars 2004 20039 20029

Fixedincome @ $1,789 $2448 267
Equities (335) 12 201
Foreign exchange ¥ 189 2176 1872
Commociities® 371 136 125
All other 52 ) 0

Totd prindpal transactions revenue $3,716 #8385 506

(1) Redasdfiedto conformtothecurrent presentation.

(2 Indudesrevenuesfrom govemment sscurities and corporate debt, municipal
sounities prefared gock, mortgege securities, and other delat indruments: Also
indudes spat and forward trading of curendes and exchange-traded and ovar-the-
counter (OTC) currency options, optionson fixed income securities interet rete
VGRS, cUTENCy SWaps swap options capsand floors, aredit darvaives finendd
futures OTC options, and forwerd contracts on fixed income securities

(3  Indudesrevenuesfrom common and convertible prefered stock, convertible
corporate delt, equity-linked notes and exchange-tradked and OTC expity optionsand
warans

(4)  Indudesrevenuesfrom foreign exchange oat, forward, option and swep contracts

(5 Pimaily indudesrevenuesfromtheresLitsof Phibro Inc,, which tradesarudeall,

Inmillionsof ddlars 2004 2003 refined all products, neturd ges, and other commodities
Recdveblesfrom customers 24626  $18817
Recavablesfrombrokers, deders,
and dearing organizations 14,647 7,659
Total brokerage recdvables $39273 6476
Payablesto cusomers $0742 2317
Payablesto brokers, deders, and dearing organizations 20466 16013
Total brokerage payables $0208  $37.30

8. Trading Account Assstsand Liabilities

Trading account assetsand liabilities, at market value, consisted of the
following at December 31:

Inmillionsof ddlars 2004 2008
Trading account assts
U.S Treesury and federd agency securities $38506 $58788
Sate and municipd securities 12430 7,736
Foreign government securities 27556 22267
Corporate and other debt securities 56,924 49529
Derivatives® 57484 55255
Equity ssourities 58260 25419
Mortgageloansand

collaterdized mortgage securities 15678 8,780
Other 13329 7545
Total trading account asts $280,167 $235319
Tradingacocount liabilities
Securitiessold, not yet purchased $71,001 $63245
Derivatives® 6448 58624
Total trading account liabilities $135487  $121,869

(1) Neof megter netting agreamants
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10. Loans 11. Allowancefor Credit Losses
Inmillionsof dallarsat year end 2004 2003 Inmillionsof dallars 2004 2003 2002
Consumer Allowancefor credit losses
InU.S offices at beginning of year $12643 $11101  $9688
Mortgageand red esate® $161,832  $129507 Additions
Ingtdlmentt, revolving credit, and other 134,734 136,725 Conaumer provison for credit losses 7,205 7316 7,714
Leasefinancing 6,030 8523 Corporate provison for credit losses 972 70 2281
302,646 274,755 Total provison for credit losses 6,233 8,046 9,995
Inofficesoutsidethe U.S. Deductions
Mortgage and red estate® 30601 28743 Consumer aredit losses 10241 9,053 8,691
Ingdlment, revolving credit, and other 93523 76,718 Consumer credit recoveries (1,770 (1498) (1,239
Leasefinancing 1,619 2,216 Net consumer credit losses 8471 7555 7452
134,743 107677 Corporae credit losses 632 1473 1875
437,389 382432 Corporate credit recoveries @ (502) (262) (324)
Net unearned income (2163 (2500 Net cor poratecr edit losses 10 1211 1551
Consumer loans, et of unearned income $435226  $379932 Other, net® oA 2262 21
Corporate Allowancefor credit losses
InU.S offices at end of year 11,269 12,643 11,101
Commerdid and industrid @ $14437  $15207 Allowance for credit losses on
Lessefinancing 1,879 2010 unfunded lending commitmerts @ 600 600 567
Mortgage and red estae®® 100 % Total allowancefor loans leases and
16416 17312 unfunded lending commitments $11869 $13243  $11,668
InofficesoutsdetheU.S.
Commerdd and industrial @ 77,052 62884 () Amountsin 2003 and 2002 indude $12 million (through the 2003 third quarter) and
Mortgage and redl estate® 3928 1,751 $114million, respectively, of collectionsfrom aredit defait swapspurchesed from
L oanstofinandia inditutions 1291 12063 third paries From the 2003 fourth quiarter forward, collectionsfrom credit defauit
Lessefinanding 2’485 2’859 |sw:spsareindudedwith'n Prindipal Transactionson the Consolidated Statement of
Govemnmentsand offididl ingtitutions 1,100 149% @  2004primaily indudestheaddtion of $715 million of crecit lossresarvesrdatedto
97,486 81,053 theaooisition of KorAm Bank and the adidition of $148 million of crecit loss
113902 93,365 resavesrdated totheacouistion of WMF. 2008 primarily indudesthe addition of
Net unearnedincome (299) (291) S 1hillionof credit lossresarvesrdated to the acopisition of Sears: 2002 primatily
Corporateloans net of unearned income $113,603 $98074 indudesthe addition of $452 million of crecit lossresarvesrd ated to the acouisition of

(1) Loansssoured primaily by red edate

(2  Indudesloansnat athewise speratdy categorized.

(3 Exdudesloanshdd by theinsurance subsdiarieswhich areinduded within Other
Asstson the Consdlidated Balance Sheet in 2004 and 2003,

GSB. All paiodsdsoindudetheimpect of foreign currency trandtion.

(3) Represisadditiond credit lossresarvesfor unfunded corporatelending
commitmentsand lettersof credit recorded within Other Ligbilitiesonthe
Condlideted Baance Shedt.

Impaired loans are those on which Citigroup believesit isnot
probablethat it will beableto collect dl amounts due according to the
contractua termsof theloan, excluding smaller-ba ance homogeneous
loansthat are evauated collectively for impairment, and are carried on
acashbass. Vauaion dlowancesfor theseloans are estimated
congdering dl available evidenceincuding, asappropriate, the present
vaueof the expected future cash flows discounted at theloan's
contractud effectiverate, the secondary market vaue of theloan and
thefair vaueof collaterd lessdigposa costs. Thefollowing table
presentsinformetion about impaired loans:

Inmillionsof dollarsat year end 2004 2008 2002

Impaired corporate loans $1.84 $3301 384
Other impaired loans @ oA 9% 1,154
Totd impeired loans @ 2,788 4,287 $4,998
Impaired loanswith vauation dlowances $1,847 8277 $3906
Totd vauaion alowances © 31 561 1,069
Duringtheyeer
Average balance of impaired loans w25 82 8BIB
Interest income recognized

onimpaired loans 175 100 119

(1) Pimaily commerdd market loansmaneged by the consumer business

(2 Exdudesloanspurchesed for invesment purposesthet areinduded within Other
Asztson the consolideted Balance Sheet in 2004 and 2003,

(3  Indudedinthedlowancefor credit losses




12. Securitizationsand Variablelnterest Entities

Citigroup and its subsidiaries securitize primarily credit card
receivables and mortgages. Other types of assats securitized include
corporate debt securities, auto loans, and student loans.

After securitizationsof credit card receivables, the Company
continuesto maintain credit card customer account relationshipsand
providesservicing for receivablestransferred tothetrusts. The
Company dso arrangesfor third partiesto provide credit enhancement
tothetrusts, including cash collatera accounts, subordinated securities,
and lettersof credit. Asspecifiedin certain of the sdleagreements, the
net revenue collected each month isaccumul ated up to apredetermined
maximum amount, and isavailable over theremaining term of that
transaction to make paymentsof yield, fees, and transaction costsin the
event that net cash flowsfrom the receivablesare not sufficient. When
the predetermined amount isreached, net revenueis passed directly to
the Citigroup subsidiary thet sold thereceivables.

The Company provides awide range of mortgage and other loan
productsto adiversecustomer base. In connection withthe
securitization of theseloans, the Company may retain servicing rights
which entitlethe Company to afuture stream of cash flowsbased on

theoutstanding principa baancesof theloansand the contractua
sarvicing fee. Falureto servicethe loansin accordance with
contractua requirements may lead to atermination of the servicing
rightsand theloss of future servicing fees. In non-recoursesarvicing,
theprincipal credit risk to the servicer isthe cost of temporary advances
of funds. Inrecoursesarvicing, the sarvicer agreesto share credit risk
with theowner of the mortgageloanssuch asFNMA or FHLMC or
withaprivateinvestor, insurer, or guarantor. Losseson recourse
sarvicing occur primarily when forecl osure sae proceeds of the
property underlying adefaulted mortgage arelessthan the outstanding
principa balanceand accrued interest of theloan and the cost of
holding and disposing of theunderlying property.

The Company aso originates and Isfirg mortgage loansin the
ordinary course of its mortgage banking activities. The Company sdls
certain of theseloansto the Government Nationd Mortgage
Asodiation (GNMA) withtheservicing rightsretained. GNMA has
the primary recourse obligation on the individua loans, however,
GNMA'’srecourse obligation is cgpped at afixed amount per loan.
Any lossesabovethat fixed amount are borne by Citigroup asthe
SHler/srvicer.

The following table summarizes certain cash flows received from and paid to securitization trusts during 2004, 2003, and 2002:

004 2003 2002

Inbillionsof ddllars CreditCards Mortgages  Other @ CredtCads Morigagess  Other @ Credit Cads  Mortgeges Other @
Prooesds from new

seauritizations $20.2 $664 $22.7 $191 $709 $122 $153 $0.1 $100
Procesds from

collectionsrainvested

innew recaivables 1711 08 01 1434 - - 1309 - -
Savicing fees received 15 07 - 14 03 - 12 03 -
Ceshflowsrecaived on

Retained interestsand

other net cash flows 53 - 01 44 - 01 39 01 01
(1) Otherindudescorporate deht securities auto loans fudent loansand other assts
The Company recognized gainson secritizations of mortgages of Key assumptionsused for credit cards, mortgages, and other
$342 million, $536 million, and $296 million for 2004, 2003, and st during 2004 and 2003 na thefair value of retained
2002, respectively. In 2004, the Company recorded net gains of $234 . urng INMeesUnng ar.v ueotrea
million and, in 2003 and 2002, recorded net gains of $342 million and Interestsat the date of sle or securitization follow.
$425 million, respectively, related to the securitization of credit card
receivablesincluding theimpact of changesin esimatesin thetiming
of revenue recognition on securitizetions. Gainsrecognized onthe
securitization of other assetsduring 2004, 2003 and 2002 were $93
million, $52 million and $35 million, respectively.

2004 2008
Credit Cards Mortgagesand Other @ Credit Cards Mortgagesand Other @

Discourt rate 10.0% t015.6% 0.4% t098.6% 100% 04%1081.0%
Condant prepayment rate 14.0% to17.7% 8.0% t048.0% 175% 7.7%1t048.0%
Anticipated net credit losses 55% t012.2% 0.0% t080.0% 56 % 0.01%10 80.0%

(1) Otherindudessiudert loansand other assets
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The 2003 to 2004 increasein the credit card discount rate and
anticipated net credit lossassumptions, aswell asthedeclineinthe
prepayment assumptions, are primarily driven by theincreased
securitization of cardsand privatelabel credit card receivables,
including the Home Depot and Searsreceivables, during 2004.

Asrequired by SFAS 140, the effect of two negative changesin
each of the key assumptions used to determinethefair vaue of retained
interestsmust bedisclosed. The negative effect of each changeineach
assumption must be ca cul ated independently, holding al other
assumptionscongtant. Becausethekey assumptionsmay not infact be
independent, the net effect of smultaneous adverse changesin the key
assumptionsmay belessthan the sum of theindividua effectsshown
below.

At December 31, 2004, the key assumptions used to vdlue
retained interestsand the sensitivity of thefair valueto adverse changes
of 10% and 20% in each of the key assumptionswere asfollows:

Managed Credit Card Receivables
Inmillionsof ddlars exognt lcansinbillions 2004 2003
Rindpd amounts & period end
Totd meneged $165.7 $1534
Securitized anounts (853 (76.1)
Loanshdd-forsde (25 -
Onbaanceshest $779 $83
Ddinquendies, a period end
Totd meneged 294 $3392
Securitized amounts (1,2%) (1421)
Loanshdd-forsde (2 -
On-baance shet $1,616 $1971

Credit |osses, net of recoveries,

Congant Antidpated
Key assumptionsat Disoount Prepayment Net Credit
December 31,2004 Rae Rate Losses
Mortgagesand ather @ 2.75%to 5.0%to 0.0%to
98.6% 46.4% 80.0%
Credit cads 100%to 140%to 48%to
15.6% 175% 80%

(1) Otherindudessiudert loansand other assets

Inmillionsof dollars December 31, 2004

for theyear ended December 31 004 2003 2002
Totd managed $9,219 $7,694 $7,169
Securitized amounts (48%) (459 (3760
Loans dd-for-sde (219 (221) (355
Onthdance shest $4,140 2944 304
Servicing Rights

Thefair vaueof capitdized mortgageloan sarvicing rightswas
$4.1 billion and $2.0 billion at December 31, 2004 and 2003,
respectively. Thefollowing table summarizesthe changesin
capitalized mortgage servicing rights (MSR):

Inmillionsof dollars 2004 2003

Balance, beginning of period $1,980 $1,632
Originations 709
Purcheses 2,559 01
Amortization (629) (471)
Gain (loss) on changeiinvalueof MSRs © (16 (29
Provision for impairment @@ (515) (282)
Balance, end of period 4,149 $1,980

Carryingvalueof retained interests $3953
Discount rete
10% ($162)
0% ($313
Condant prepayment rate
1% ($345)
% ($661)
Anticipated net credit losses
1% ($244)
2% ($482)
Managed Loans

After securitizetion of credit card receivables, the Company
continuesto maintain credit card customer account rdaionshipsand
provides servicing for receivablestranderred to thetrugts. Asareault,
the Company consders both the securitized and unsecuritized credit
card receivablesto be part of thebusinessit manages. Thefollowing
tables present areconciliation between the managed basisand on-
balance sheet credit card portfoliosand therdated ddlinquencies (loans
which are 90 daysor more past due) and credit |osses, net of recoveries.

(D Thegan (los onchengein MSR vauerepresntsthechengein thefar vduedf the
M SRsattributableto risksthet arehedged usng far vaue hedgesin accordance with
SFFAS133. Thedffsetting chengeinthefair valueof therdated hedging indruments
isnatindudedinthisteble

(2 Theprovisonforimparmment of MSRsrepresntstheexcessof ther net carying
vaue whichindudesthe gan (loss) onchangeinMSR vdue, over ther far vdue
Theprovidonforimpaiment increesesthe va uation dlowanceon MSRs whichisa
component of thenet MSR carryingvaue A recovary of theMSRimparment s
recorded when thefar value of the M SRsexosedstheir carrying vaue, but itis
limited totheamount of theexisting vaudion dlowance. Thevauationdlowance
onMSRswas $1.280 hillion, $765 million and $1.313 billion &t December 31, 2004,
2003, and 2002, rexpectivey. Additiondlly, the provision for impairment was $1.159
hillionin2002. During the 2003 ssoond quarter, the Company determined thet a
portion of the capitalized M SR was nat recoverable and reduced both the previoudy
recognized vauation alowance and the asset by $830 millionwi thnoimpect to
eanings Theprovison for impaiment of MSRsimpectsthe Consumer ssgmant
andisinduded in Other Revenue on the Consolidated Statement of Income:

(3 TheCompeny utilizesvariousfinenda indrumentsinduding swaps option
contradts, futures prindpd-only secunitiesand forward rate agresmentsto manege
and reduceitsexposureto changesinthevaueof MSRs Theprovisonfor
impaiment doesnot indude theimpect of theseindrumentswhich saveto protect
theoverdl economic valued theMSRs
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VariableInterest Entities

Thefollowing table summarizes al the Company’ sinvolvement
in VIEs by business ssgment at December 31, 2004 and 2003 both as
direct participant or Sructurer:

Thefollowing table representsthe carrying amountsand
classification of consolidated assetsthet arecollaterd for VIE
obligations, indluding VIEsthat were consolidated prior to the
implementation of FIN 46 under existing guidanceand VIEsthat the
Company becameinvolved with after July 1, 2003:

December 31, December 31,

Inhillionsaf dallars 004 2003

Cah $04 $0.2
Trading account essats 168 139
Investments 66 84
Loas 107 122
Other asts 11 22
Totd assts of consolidated VIES $35.6 $36.9

BusinessSegments
2004 20039

Inmillionsof dollars AsHs AsHs
Global Consumer

Credit cads $11564 $17554

Investment funds 15640 15147

Lessng 504 2429

Mortgages 1847 2830

Other 7418 2091

Tod $36973 $40051
Corporateand | nvesment Banking

Commerdid paper condlits $49114  $45134

Mortgege-backed securities 70,809 34,885

CDOs 45516 24050

Structured finance 186309 134,802

Other 42915 56,514

Tad $3A4663  $295,385
Global Weslth Management

Sructured Investment Vehides $3546 $511

Tod $3546 #4511
Alternative Invesments

Structuredinvestment vehides $50,968 $3978

Investment funds 3443 2446

Tod 4411 $56424
Disoontinued Operations®

Investment Funds $9,718 $10508

Other 375 420
Tad $10,093 $10928
Total Citigroup $99686  $407,299

(1) Redassfiedtoconformtothecurrent presentation.
(2 RdledsVIEspimaily essodaed with the Sde of the Assst Manegement Business

Some of the Company’ s private equity subsidiaries may investin
venture capitd entitiesthat mayalso be subject to FIN 46-R and are not
included in the table above showing our VIE involvement. The
Company accountsfor itsventure capita activitiesin accordance with
the Investment Company Audit Guide (Audit Guide). TheFASB
deferred adoption of FIN 46-R for nonregistered investment companies
that apply the Audit Guide. The FASB permitted nonregistered
investment companiesto defer consolidation of VIEswith whichthey
areinvolved until aStatement of Position on the scope of the Audit
Guideisfinalized, whichis expected in thefirst quarter of 2005.
Following issuance of the Statement of Position, the FASB will
congder further modification to FIN 46-R to providean exceptionfor
companiesthat qudify to goply therevised Audit Guide. Following
issuance of the revised Audit Guide and further modification, if any, to
FIN 46-R, the Company will assessthe effect of such guidanceonits
privaeteequity business.

The Company may provide administrative, trustee and/or
investment management servicesto numerouspersond edtatetrusts,
which areconsdered VIEsunder FIN 46-R, but not consolidated.
Thesetrustsare excluded from the table summarizing the Company’s
involvement in VIEs.
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The consolidated VIEsincluded in the table above represent
hundreds of separate entities with which the Company isinvolved and
includes gpproximately $1.6 billion related to VIEs newly consolidated
asaresult of adopting FIN 46-R asof January 1, 2004, and $2.1 hillion
related to VIEs newly consolidated asa result of adopting FIN 46 a
July 1, 2003. Of the $35.6 hillion and $36.9 billion of total assetsof
VIEs consolidated by the Company a December 31, 2004 and 2003,
respectively, $28.1 billion and $24.0 billion represent structured
transactionswhere theCompany packages and securitizes assets
purchased inthefinancid marketsor from dientsin order to create new
security offerings and financing opportunitiesfor clients, $4.8 billion
and $5.6 hillion represent investment vehiclesthat were esteblished to
provideareturntotheinvestorsin the vehicles, and $2.7 billion and
$1.2 billion represent vehiclesthat hold lease receivablesand
equipment as collatera toissue debt securities, thus obtaining secured
financing & favorableinterest rates. The December 31, 2003
consolidated VIE baanceindudes $6.1 billion of trust preferred
securities, which areasource of funding and regulatory capita for the
Company. Asaresult of adopting FIN 46-R asof March 31, 2004, the
trust preferred securitieswere deconsolidated, and the December 31,
2004 total asset balance of consolidated V1Estherefore excludestrust
preferred securities.

The Company may, dong with other financid indtitutions,
provideliquidity facilitiesto the VIEs. Furthermore, the Company may
beaparty to derivative contractswith VIES, may provideloss
enhancement intheform of |ettersof credit and other guaranteestothe
VIEs, may betheinvesment manager, and may aso havean
ownership interest or other invesment in certain VIES. Ingenerd, the
investorsinthe obligations of consolidated VIEshaverecourseonly to
the assetsof those VIEsand do not haverecourseto the Company,
except wherethe Company has provided aguaranteeto theinvestorsor
isthecounterparty to aderivative transaction involving the VIE.

In addition to the VI Esthat are consolidated in accordance with
FIN 46-R, the Company has significant varigbleinterestsin certain
other VIEsthat are not consolidated because the Company isnot the
primary beneficialy. These include multi-seller finance companies,
collaterdized debt obligations (CDOs), sructured financetransactions,
and numerousinvestment funds. Inadditiontothese VIEs, the
Company issuespreferred securitiesto third -party investors through
trust vehiclesasasource of funding and regulatory capital, whichwere
deconsolidated during thefirst quarter of 2004. Onetrugt with assetsof
$206 million was deconsolidated at December 31, 2003. The
Company’ sliahilitiesto the deconsolidated trustsare included in long-
term debt at December 31, 2004 and 2003.



The Company administers severd third party owned, specid
purpose, multi-sdller finance companiesthat purchase poolsof trade
receivables, credit cards, and other financia assatsfrom third -party
clientsof the Company. Asadminigtrator, the Company provides
accounting, funding, and operations servicesto these conduits.
Generdly, the Company hasno ownershipinterest in the conduits. The
lerscontinueto sarvicethetransferred assets. The conduits asset
purchases are funded by issuing commercia paper and mediumterm
notes. The sdlersabsorb thefirst losses of the conduits by providing
collaerd intheform of excessassets. The Company along with other
financid inditutionsprovides liquidity facilities, such ascommercid
paper backstop lines of credit to the conduits. The Company aso
providesloss enhancement intheform of letters of credit and other
guarantees. All feesare charged on amarket basis. During 2003, to
comply with FIN 46, dl but two of the conduitsissued “first loss’
subordinated notessuch thet onethird -party investor in each conduit
would be deemed the primary beneficiary and would consolidatethe
conduit. At December 31, 2004 and 2003, totdl assetsin
unconsolidated conduitswere $54.2 billion and $44.3 billion,
repectively. One conduit with assets of $656 million and $823 miillion
is consolidated at December 31, 2004 and 2003, respectively.

The Company packages and securitizesassatspurchasedinthe
financia marketsor from clientsin order to create new security
offeringsand financing opportunitiesfor ingtitutiona and private bank
clientsaswell asretail customers, including hedge funds, mutua funds,
unit investment trusts, and other investment funds that match the
clients invesment needsand preferences. Thefundsmay be credit -
enhanced by excessassetsin theinvestment pool or by third-party
insurersassuming therisksof theunderlying assets, thusreducing the
credit risk assumed by the investorsand diversifying investors risktoa
pool of assetsas compared withinvestmentsinindividud asts. Ina
limited number of cases, the Company may guaranteethe return of
principd to investors. The Company typicaly managesthe fundsfor
market-ratefees. Inaddition, the Company may be one of severd
liquidity providersto thefundsand may placethe securitieswith
investors. Many investment funds are organized asregistered
investment companies (RICs), corporationsor partnershipswith
sufficient capita to fund their operationswithout additiond credit
support.

The Company aso packegesand securitizes assetspurchased in
thefinancid marketsin order to creste new security offerings,
induding arbitrage coll aterdized debt obligaions (CDOs) and
synthetic CDOsfor inditutiond dlientsand retail customers, that match
theclients investment needsand preferences. Typicaly these
instrumentsdiversify investors' risk to apool of assetsas compared
with invesmentsin anindividua asset. The VIES which areissuersof
CDO securities, are generaly organized aslimited liability
corporations. The Company typicaly receivesfeesfor structuring
and/or distributing the securitiessold toinvestors. 1n some cases, the
Company may repackage the investment with higher rated debt CDO
securitiesor U.S. Treasury securitiesto provideagreater or avery high
degreeof certainty of thereturn of invested principd. A third-party
manager istypicaly retained by the VIE to select collateral for
inclusoninthe pool and then actively manageit, or, in other cases,
only to manage work-out credits. The Company may aso provide
other financid servicesand/or productstothe VIEsfor marketrae
fees. Thesemay include: theprovision of liquidity or contingent
liquidity facilities, interest rate or foreign exchange hedges and credit
derivativeingtruments, aswell asthe purchasing and warehousing of
securitiesuntil they aresold tothe SPE. The Company isnot the
primary beneficiary of these VIEsunder FIN 46-R dueto our limited

continuing involvement and, asaresult, we do not consolidate their
astsand liahilitiesin our financia statements.

In addition to the conduits discussed above, thetotal assetsof
unconsolidated VIEswhere the Company has significant involvement
is$135.8 hillion and $116.6 hillion a December 31, 2004 and 2003,
repectively, incdluding $7.6 billion and $7.9 billion in investment-
related transactions, $2.2 hillion and $6.0 billionin mortgege-related
transactions, $17.6 billion and $8.5 hillion in CDOtypetransactions,
$6.4 billion and $0.2 billionin trust preferred securities, and $102.0
billion and $94.2 hillionin structured finance and other transactions,
respectively. Thetota assatsof unconsolidated VIEs associated with
discontinued operations at December 31, 2004 and 2003 were $10.1
billion and $20.9 billion, respectively, which primarily represented
vehidesfor investment-related transactions.

The Company hasa so established anumber of investment funds
asopportunitiesfor qudified employeestoinvest in venture capitd
investments. The Company actsasinvestment manager to these funds
and may provide employeeswith financing on both arecourse and
non-recourse basisfor aportion of theemp loyees investment
commitments.

Inaddiition, the Company administers numerous persond estate
trusts. The Company may act astrustee and may aso bethe
investment manager for thetrust assets.

Asmentioned above, the Company may, dong with other
financid indtitutions, provideliquidity facilities, such ascommercid
paper backstop lines of credit to the VIES. The Company may bea
party to derivative contractswith VIES, may provideloss enhancement
intheform of lettersof credit and other guaranteesto the VIES, may be
the investment manager, and may aso have an ownership interest in
certain VIEs Although actua lossesare not expected to be materid,
the Company’ s maximum exposureto lossasaresult of its
involvement with VIEsthat are not consolidated was $78 billion and
$50 hillion a December 31, 2004 and 2003, respectively. For this
purpose, maximum exposureis consdered to be the notiona amounts
of credit lines, guarantees, other credit support, and liquidity facilities,
the notiona amountsof credit default swapsand certaintota return
swaps, and theamount invested where Citigroup has an ownership
interestinthe VIEs. In addition, the Company may be party to other
derivative contractswith VIES. Exposuresthat are considered to be
guarantees are d o included in Note 27 to the Consolidated Financia
Statements.
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13. Debt

Investment Banking and BrokerageBorrowings

Investment banking and brokerage borrowingsand the
corresponding weighted averageinterest ratesat December 31 areas
follows:

2004 2003
Weighted Weighted
Average Aveaage
. Interes Interest
Inillionsof dolers Balance Rate Bdance Rate
Commerdid payper $17,368 2.25% $17626 107%
Bank borrowings 1427 3.33% 918 1.23%
Other 7,004 2.32% 3,898 3.23%
Totd $25,79 22442

Investment banking and brokerage borrowingsareshort term in
nature and include commercia paper, bank borrowingsand other
borrowings used to finance the operations of CGMHI, including the
securities settlement process. Outstanding bank borrowingsinclude
both U.S. dollar and non-U.S. dollardenominated loans. Thenon-
U.S. dallar loans are denominated in various currenciesincluding the
Japaneseyen, theeuro, and U K. sterling. All of thecommercia paper
outdanding a December 31, 2004 and 2003 was U.S. dollar-
denominated.

CGMHI has 364-day committed uncollateraized revolving line
of credit facilitieswith unaffiliated bankstotaling $3.3billion. These
fadilitieshaveatwo-year termout provision with any borrowings
meaturing on various datesthrough 2007. CGMHI aso hasthree-year
fadilitiestotaling $1.4 billion with unaffiliated banks with any
borrowings meturing on various datesin 2007. CGMHI may borrow
under theserevolving credit facilities at variousinterest rate options
(LIBOR, Fed Fundsor baserate) and compensatesthe banksfor these
fadilitiesthrough facility fees. At December 31, 2004, therewereno
outstanding borrowings under thesefacilities. CGMHI dso has
committed long-term financing facilities with unaffiliated banks. At
December 31, 2004, CGMHI had drawn down thefull $1.5 billion
then availableunder thesefacilities. A bank canterminatethese
facilitieshy giving CGMHI prior notice (generdly oneyear). CGMHI
compensatesthe banksfor these facilities through facility fees. Under
al of thesefadilities, CGMHI isrequired to maintain acertain level of
consolidated adjusted net worth (as defined in the agreements). At
December 31, 2004, this requirement was exceeded by gpproximately
$6.8hillion. CGMHI adso has substantia borrowing arrangements
conggting of facilitiesthat CGMHI has been advised areavailable, but
whereno contractua lending obligetion exists. Thesearrangementsare
reviewed on an ongoing basisto ensureflexibilityin meding
CGMHI’ sshort -term requirements.

Short-Term Borrowings
Shart-term borrowings consist of commercia paper and other
borrowings with weighted average interest rates asfollows:

Citigroup and Citicorp issue commercid paper directly to
investors. Citigroup and Citicorp, both of which are bank holding
companies, maintain combined liquidity reserves of cash and securities
to support their combined outstanding commercia paper.

Borrowingsunder bank linesof credit may beét interest retes
based on LIBOR, CD rates, the primerate, or bidssubmitted by the
banks. Each company paysits banks commitment feesfor itslines of
credit.

Citicorp, CGMHI, and someof their nonbank subsidiarieshave
credit facilitieswith Citicorp’ s subsidiary banks, including Citibank,
N.A. Borrowings under thesefacilities must be secured in accordance
with Section 23A of the Federdl Reserve Act.

Citigroup Finance Canadalnc., awholly owned subsidiary of
Associates, hasan unutilized credit facility of Canadian $1.0 billionas
of December 31, 2004 that maturesin October 2005. Thefacility is
guaranteed by Citicorp. In connection therewith, Citicorpisrequired to
maintain acertainlevel of consolidated stockholder’ s equity (as defined
intheagreements). At December 31, 2004, thisrequirement was
exceeded by approximately $76.5 billion. Citicorp hasaso guaranteed
various other debt obligations of Associates and CitiFinancia Credit
Company, each anindirect subsidiary of Citicorp.

Long-Term Debt
Weighted

Inmillionsof dallars Avaage

at year end Coupon  Maturities 2004 2003
Citigroup Parent
Company
Senior notes ® 4.17% 2006-2034 $68119 $53452
Subordinated notes 546% 2015-2033 14243 10,734
Junior subordineted

notesrdaingtotrust

preferred securities® 6.69% 2031-2036 5551 200
Citicorpand

Subddiaries
Senior notes 441% 2005-2037 68173 56,830
Subordinated notes 6.67% 2005-2033 4,808 5071
Junior subordinated

notesrelaingtotrust

preferred securities® 7.98% 2027 846 -
Citigroup Global

MarketsHaldingsInc.
Senior notes 3.60% 2005-2097 45139 35490
Subordinated notes 3.04% 2005-2006 B 130
Travdersinurance

Company 12.00% 2014 5 8
Other
Seoured debt 242% 2005-2044 28 737
Taa $207910 $162,702
Sanior notes $181431 $145822
Subordineted notes 19,149 15935
Junior subordineted

notesreaingtotrust

preferred seourities® 6,397 200
Other a3 745
Tad $207910 $162,702

2004 2008

Inmillionsaf dollars Weighted Weighted
at year end Bdance Aveage Bdaxe  Avaae
Commerdal paper
Citigroup Parent Compary ™ $ - - $ Bl 0.84%
Citicorp and Subgdiaries 8270 2.28% 14,712 125%

8270 15093
Other borrowings 22698 2.56% 21,04 181%
Totd $30963 $36,187

(1)  Indudes$250 million of notesmaturingin 2098.

(20 Asaf December 31, 2003, Citigroup deconsolideted the Citigroup Capitd 111 Trust
under HN 46. Theremaining trug prefared securities were deconsolidated during
the 2004 first quarter in accordancewith FIN 46-R. Theresuiting liabilitiestothetrust
companiesareinduded asacomponent of longterm debt.
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The Company issuesboth U.S. dollar- and non-U.S. dollar-
denomineted fixed and variablerate debt. The Company utilizes
derivative contracts, primarily interest rate swaps, to effectively convert
aportion of itsfixed rate debt to variable rate debt and variablerate debot
tofixed ratedebt. The maturity Sructure of the derivatives generdly
corresponds with the maturity structure of the debt being hedged. In
addition, the Company utilizes other derivative contractsto managethe
foreign exchangeimpact of certain debt issuances. At December 31,
2004, the Company’ soveral weighted average interest rate for long-
term debt was 4.35% on acontractua basisand 3.50% including the
effectsof derivative contracts.

Aggregate annua maturities on long-term debt obligations (based on find maturity detes) including trust preferred securitiesare asfollows:

Inmillionsof ddllars 2006 2006 2007 2008 2009 Therediter

Citigroup Parent Company $11,478 $10186 8877 $6,692 $7570 $43110
Citicorp and Subsdiaries 18170 18031 13722 8222 6,022 9,660
Citigroup Globd MarketsHoldingsInc. 6,789 9,786 6,010 5109 7874 9,669
TraveersInaurance Company - - - - - 5
Other 1% 20 165 27 n 80
Tatd $36,632 $38253 28,774 $20250 21477 $62,524

The Company formed statutory businesstrustsunder thelaws of
the state of Delaware, which exist for theexclusive purposes of (i)
issuing Trust Securities representing undivided beneficid interestsin
the assetsof the Trug; (i) investing the gross proceeds of the Trust
securitiesin junior subordinated deferable interest debentures
(subordinated debentures) of itsparent; and (iii) engagingin only those
activities necessary or incidenta thereto. Upon approva fromthe
Federd Reserve, Citigroup hastheright to redeem these securities.

Asof December 31, 2003 and prior, these Trustswere
consolidated subsdiaries of Citigroup. Asaresult, therdated Trust
Securitieswere classfied as* Citigroup or subsidiary -obligated
mandatorily redeemable securitiesof subsidiary trustsholding soldly
junior subordinated debt securities of — Parent or Subsidiary” on
Citigroup’'s Consolidated Balance Sheet. In addition, therelated
interest expense wasincluded in the Consolidated Statement of
Income.

In 2004, Citigroup adopted FIN 46-R, which resulted inthe asssts
and liahilities, aswdll astherdated income and expenses of the Trusts,
being excluded from Citigroup’ s Consolidated Financid Statements.
However, the subordinated debenturesissued by the Citigroup
subsidiariesand purchased by the Trustsremain on Citigroup's
Consolidated Baance Shedt. In addition, the rdated interest expense
continuesto beincluded within the Consolidated Income Statement.

For Regulatory Capitdl purposes, these Trust Securitiesremaina
component of Tier 1 Capitdl.

The following table summarizesthefinancia structure of each of
the Company’ ssubsdiary trustsat December 31, 2004:

Common Junior Subordinated Debentures Owned by Trust
Trug Securities Saes Redeemable
with Didributions Issuance Seourities Liguidetion Coupon Isued by |ssuer
Guaranteed by: Dae Issued Vdue Rae toParat Amourt Maturity Beginning
Inmillionsof dllars
exoqt areamounts
Citigroup:
Citigroup Capitd 11 Dec. 199€ 400,00C $ 4C 7.750% 12372 $ 412 Dec. 1, 203¢ Dec. 1, 2006
Citigroup Capitd 111 Dec. 199€ 200,00C 200 7625% 6,18¢ 206 Dec. 1, 203 Not redeemable
Citigroup Capoitd VII July 2001 46,000,000 1,15C 7125% 1422681 1,18¢ July 31,2031 July 31, 200€
Citigroup Capoitd VI Spt. 2001 56,000,000 1,40C 6950% 1,731,958 144 Sept. 15,2031 Sent. 17, 2006
Citigroup Capitd 1X Feb. 2003 44,000,000 1,20C 6000% 1360825 1134 Feb. 14,2033 Feb. 13,2008
Citigroup Cepitdl X Sept. 200 20,000,000 50C 6.100% 618557 51E Sept. 30,2033 Sent. 30,2008
Citigroup Capitd XI Sept.2004 24,000,000 60C 6.000% 742,269 61< Sept. 27, 2034 Sept. 27,2008
Tatal parent-obligated $6.35C $H51E
Subgdiaries
Citicorp Capitd | Dec. 199€ 300,00C $30C 7.933% 9,00C $30E Feb. 15,2027 Feb. 15, 2007
CiticorpCapitd Il Jan. 1997 450,00C 15 8015% 13500 464 Feb. 15,2027 Feb. 15, 2007
Tota subddiary-obligated $/0 $773

In each case, the coupon rate on the debenturesisthe same asthat
onthetrust securities. Digtributions on thetrust securitiesand interest
on the debentures are payable quarterly, except for Citigroup Capitd 11

and |11 and Citicorp Capita | and 11, on which distributions are payable
semiannualy.
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On September 27, 2004, Citigroup issued $600 millionin Trust
Preferred Securities (Citigroup X1). On October 14, 2004, Citigroup
redeemed for cash dll of the $600 million Trust Preferred Securities of
Citigroup Capitd V|, a the redemption price of $25 per preferred
security plusany accrued distribution to but excluding the date of
redemption.

During 2003, the Company redeemed Citigroup Capita 1V,
Citigroup Capita V, SSBH Capitd |, and Citicorp Capitd 111.

Thechangesin goodwill during 2004 and 2003 were asfollows:

14. Goodwill and Intangible Assts

During 2004 and 2003, no goodwill wasimpairedor written off.
During the fourth quarter of 2004, the Company recorded
approximately $118 million of goodwill in connection with the
acquisition of Knight Trading. During thethird quarter of 2004, the
Company recorded approximately $102 million of goodwill in
connectionwith theacquisition of Principal Resdential Mortgege, Inc.
During the second quarter of 2004, the Company recorded
approximately $2.2 billion of goodwill in connection with the
acquisition of KorAm. During thefirst quarter of 2004, the Company
recorded approximately $890 million of goodwill in connection with
theacquisition of WMF. Subsequently, $130 million of theWMF
goodwill wasrec assified during the 2004 second quarter to establisha
deferred tax assst. The Company recordedgoodwill of gpproximately
$780 million during thefourth quarter of 2003, primarily related to the
acquisition of Sears. During the 2003 third quarter, the Company
recorded goodwill of goproximately $170 millionin connection with
the acquigition of theremaining ownership interest in Diners Club
Europe and reduced goodwill by $25 millionin connection with the
sdeof abusinessin the Consumer segment.

Corporateand Globa
Globa Investment Wedth Corporate/
Inmillionsof dallars Consumer Banking Management Other Tata
Balanceat January 1, 2003 @ $19073 372 77 $3139 $26,961
Goodwill acauired during 2003 80 60 - - 950
Other @ 2 (157) ()] (2149 (330
Balanceat December 31,2003 @ $20005 ™M275 376 ®25 7581
Goodwill acouired during 2004 2072 90 118 - 3180
Other @ 2 5652 1 (24 1,231
Balanceat December 31,2004 @ $22.779 6,817 b 2,901 $31,992
(1) Redassfiedtoconformtothecurrent presentation.
(2 Other changesingoodwill primerily reflectsforeign exchange effects on non-dollar denominated goodwill, aswell as purchase acoounting adjustments
The components of intangible assetswere asfollows:
December 31, 2004 Decamber 31, 2003
GrossCarrying  Accumulated Net Carrying GrossCarrying Accumulated Net Carrying
Inrrillionsof dollars Amount Amortization Amount Amourt Amortization ® Amount
Purchesed credit card rdationships $7040 2,366 $4,674 $7132 $,841 $ 5,291
M ortgagesarviding rights® 8,099 3950 4149 5,160 3,180 1,980
Coredepost intangibles 1,158 318 840 1,084 216
Other customer reationships 1,089 497 5 1 412 509
Present vaueof future profits 781 474 307 608 450 18
Other @ 4129 (327 3437 4334 48 3849
Total amortizing intangible assets $2229% $3,297 $1399 $19239 $6,584 $12655
Indefinite lived intangible assts 1,272 1,226
Total intangibleassts $15271 $13881

(1) Accumuaed amortization of mortgege sarvidng rightsindudestherdated vauetion dlowance. Theassumptionsusad to vaue mortgage savidng rightsare destribed in Note L to the

Consdlideted Finendd Saements
(@  Indudescontract-rdated intangbleassets
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At December 31, 2004 and 2003, $1.272 hillion and $1.226
billion of the Company’ sacquired intangible assets, including $817
million and $776 million of assst management and administration
contracts, $410 million and $405 million of trade namesand $45
million and $45 million of other intangible assstswere consdered to be

indefinite-lived and not subject to amortization. All other acquired
intangible assetsare subject to amortization.

Theintangible assatsrecorded during 2004 and their respective
amortization periodswere asfollows:

WeightedAverage
Inmillionsof dollars 04 Amortization Period in Years
Mortgage sarvicing rights $3328 6
Purchesed credit card relationships and other customer relationships 310 8
Other intangibles 2 15

Total intangible assetsrecorded du ringtheperiod @

$3910

(1) Therewasnosgnificant resdud vaueestimated for theintangible assets recorded during 2004.

During thethird quarter of 2004, the Company recorded
approximately $2.2 billion in mortgage servicing right intangiblesin
connectionwith theacquisition of Principal Resdential Mortgege, Inc.
During the second quarter of 2004, the Company recorded
approximately $170 million of customer relationship intangibles, $81
million of core deposit intangiblesand $41 million of other intangibles
in connection with the KorAmacquisition. During thefirst quarter of
2004, the Company recorded approximately $140 million of customer
relationship intangiblesfor the WMF acquisition. The Company aso
recorded in thefirst quarter of 2004 gpproximatey $150 million of
intangibles representing the present va ue of future profits associated
with an acquired insurance portfolio.

Intangible assets amortization expense was $1,482 million, $1,178
million and $838 million for 2004, 2003 and 2002, respectively.

I ntangible assets amortization expenseisestimated to be $1,791 million
in 2005, $1,750 million in 2006, $1,620 million in 2007, $1,494
million in 2008, and $1,340 million in 2000.

15. Insurance Pdlicy and Claims Reserves

At December 31, insurance policy and dlaimsreserves conssted of the
following:

16. Ransurance

The Company’ sinsurance operations participatein reinsurancein order
to limit losses, minimize exposureto large risks, provide additiona
capecity for future growth and effect businesssharing arrangements.
Lifereinsuranceisaccomplished through various plans of reinsurance,
primearily coinsurance, modified coinsurance and yeerly renewable
term. Reinsurance ceded arrangements do not dischargetheinsurance
subsidiariesasthe primary insurer, except for casesinvolvinga
novation.

Reinsurance amountsincuded in the Consolidated Statement of
Incomefor theyearsended December 31 wereasfollows:

Inmillionsof ddllars 2004 2003
Bendfitsand lossresarves
Property-casualty $1517 $1620
Lifeand annuity 13508 12417
Accident and hedth 1927 1722
Unearned premi ums 1,168 a7
Policy and contract daims 1,057 802

$19177  $17478

(1) Popaty-casudty anountshavebean 100% oeded to . Paul Travdles

Gross Net
Inmillionsof dollars Amount Ceded  Amount
2004
Premiums
Property-casudlty insurance $ 78 ®19 $ 59
Lifeinsurance 2,765 (414) 2,351
Accident and hedth insurance 298 18 316
$3141 H15) ®726
Claimsincurred $1,269 (H402) 367
2008
Premiums
Property-casuty insurance $ 103 1D $12
Lifeinsurance 2574 (379 2,195
Accident and hedth insurance 160 @ 158
837 (8382 455
Claimsincurred $1235 ($371) B4
2002
Premiums
Property-casudty insurance $ 283 6 $2r7
Lifeinsurance 2420 (297) 2123
Acdident and hedthinsurance 206 @ 04
$2,909 (BB R
Claimsincurred $1,236 ($339) e

Reinsurance recoverables, net of valuation dlowance, a
December 31, 2004 and 2003 include amounts recoverable on unpaid
and paid lossesand were asfollows:

Inmillionsof ddllars 2004 2008
Lifebusness $1,178 $1,092
Property-casudty business
Pools and associations 1517 1,627
Other reinaurance 2,088 1,858
Tod $4,783 w577




17. Redructuring-Rdated Items

Thedatus of the 2004, 2003, and 2002 restructuring initiatives are
summarized inthefollowing table:

Regtructuring Reserve Activity

Retructuring Initiatives

Inmillionsof dallars 2004 2003 2002
Restructuringrdlated charges® $1 $ - $66
Purchase price dlocations rdated
to acquisitions® 71 R 186
Utilization during: @
2004 2] () -
2008 - - an)
2002 - - (63
&) () (241)
Other @ ) ©® (19
Balanceat December 31, 2004 $19 1 $ -

(1) Of the$s million resructuring related charges for 2002 resructuring initigtives $11
millionisdassfied asdiscontinued operationsfor the Sdeof the Lifelnauranceand
AmnuitiesBusness

(2 Rerestsaddtionsto resructuring lishilitiesarisng from acouistions

(3)  Utilization amountsindudeforeign currency trandation effectsontheresructuring
resave

(4) Pimaily represmtsthe changesin esimatesfrom 2004 restructuring initiatives of
$28million, 2008 restructuring initiatives of $6 million, and 2002 restructuring
initigtivesof $9million, of which $7 million of the 2002 resructuring initidivesis
dassfied asdiscontinued operationsfor the Sdeof theLifelnsuranceand Annuities
Busnes

contractua obligations. Approximately 2,600 aff positionshave been
eliminated under thisprogram.

During 2002, Citigroup recorded restructuring charges of $65
million, of which $42 million related to the downsizing of operationsin
Argentina, and $23 million related to the acquistion of GSB and the
integration of its operationswithin the Globa Consumer business.
These restructuring charges were expensed with $11 million reported
within discontinued operationsfor the Sae of the Life Insuranceand
Annuities Busnessand $54 million induded in"Restructuring-related
items' in the Consolidated Statement of Income. In addition, a
restructuring reserve of $186 million was aso recognized asaliahility
in the purchase pricedlocation of GSB for theintegration of operations
and operating plaiforms. The 2002 resarvesincluded $150 million
related to employee severance and $101 million related to exiting
leasehold and other contractud obligations.

Through December 31, 2004, $241 million of the 2002
restructuring reserve hasbeen utilized, of which $128 million for
employee severanceand $77 million for leasehold and other exit costs
have been paid in cash, while $36 millionisfor other specificaly
identified contractud obligations. Approximately 4,650 staff positions
have been diminaed under these programs, including approximately
2,600 staff positionsin connection with the GSB acquisition.

Regtructuring-rdated itemsincluded in the Consolidated
Statement of Incomefor the years ended December 31, 2004, 2003 and
2002 were asfallows:

Inmillionsof ddlars 2004 2008 2002

During 2004, Citigroup recognized $1 million of restructuring
chargesfor the WMF acquisition and $71 million in the purchase price
dlocation for integration of operationsrelating to the acquisitions of
WMF, KorAm, and PRMI.

Of the $71 million, $21 million was recognized asaligbility in the
purchase price dlocation rdlated to WMF ($4 million for employee
severanceand $17 million for existing leasehold and other contractual
obligations), $33 million rdlated to KorAm ($26 million for employee
severance and $7 million for leasehold and other contractud
obligations), and $17 million related to PRMI ($9 million for employee
severance and $8 million for leasehold and other contractud
obligations).

Through December 31, 2004, $25 million of the 2004
restructuring reserve has been utilized, of which $7 million for
severance and $5 million for leasehold and other exit costs have been
pad in cash, while $13 million isfor other specifically identified
contractud obligations. Approximately 125 and 250 gaff pogtions
have been diminated in connection with the WMF and PRMI
acquidtions, repectively.

During 2003, Citigroup recorded arestructuring reserve of $82
millioninthe purchase price alocation of Searsfor theintegration of its
operations and operating platformswithin the Globa Consumer
busness. Of the $82 million, $47 million related to employee
severance and $35 million related to exiting leasehold and other
contractua obligations.

Through December 31, 2004, $55 million of the 2003
restructuring reserve has been utilized, of which $31 million for
severance and $3 million for leasehold and other exit costs have been
pad in cash, while $21 million isfor other specifically identified
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Restrudturing dharges $1 $ - 4
Changesin edtimates © (39 @)
Accderated deprediation - - 8
Total restructuring-related itemsfrom

continuing oper ations (® ($39 ($20)
Disoontinued oper ations ® - 1
Total regructuringrdated items ($5) ($46) ($15)

(1) Discontinued operationsduring 2003 reresants changesin esimaesto the
resructuring resarve of $7 millionfor the Seof the Lifelnauranceand Annities
Business Disoontinuedaperationsduring 2002 rdatesto resruciuring chargesof $11
millionfor the Sdeof theLifelnsuranceand AmuitiesBusiness

Changesin estimates are attributable to factsand circumstances
arising subsequent to an origind restructuring charge. Changesin
edtimates attributable to lower than anticipated costs of implementing
certain projectsand areduction inthe scope of certaininitiaivesduring
2004 resulted in reducing the reserve for 2004 and 2003 restructuring
initiativesby $28 million and $6 million, respectively, both of which
were recorded as adjustmentsto theliability in the purchase price
dlocations. In addition, a$5 million reduction for 2002 restructuring
initiativesand a$1 million reduction in thereservefor prior years
restructuring initiatives were recorded in the line “ Restructuring-rel ated
items’ in the Consolidated Statement of Income.

During 2003, changesin estimates resulted in reducing the reserve
for 2002 restructuring initiatives by $13 million and the reserve for
prior years restructuring initiatives by $33 million. Of the$13million
reduction in the reserve for 2002 restructuring initiatives, $7 millionis
classified within discontinued operations.

During 2002, changesin estimates resulted in the reduction of the
reserve for 2002 restructuring initiatives by $2 million and the reserve
for prior years restructuring initiatives by $86 million.

Theimplementation of these restructuring initiatives also caused
certain related premises and equipment assetsto becomeredundant.
Theremaining depreciablelives of these assetswere shortened, and
accel erated depreci ation charges(in additionto norma scheduled



depreciation on those assets) wererecognized. Therewereno
accel erated depreciation chargesrecognized in both 2004 and 2003,
while an $8 million charge was recognized in 2002.

18. IncomeTaxes

Inmillionsof dallars 204 2008 2002

Deferred income taxes at December 31 related to thefollowing:

Current
Federd $3879 877 B34
Foreign 3,005 2792 2412
State 7 481 581
Tota current incometaxes 7673 7,030 6,927
Deferred
Federd (1,307) 501 (437)
Foreign 397 VAL 162
Sate (299) ) (€n)
Total deferred incometaxes (1,209 808 (32
Provison for incometax on continuing
oper ationsbefore minority interes ® 6464 7838 6,615
Provison for incometax on
discontinued operations 445 K374 743
Provison (bendfit) for incometaxeson
cumulative effect of accounting change - - (149
Income tax expense (benefit) reported in
stockholders equity rdlatedto:
Foreign currency trandation 146 (327) (Lory
Securities avaldblefor-sale 48 456 548
Employeestock plans (474) (363 (381
Ceeh flow hedges (270) (14 575
Other - - (29)

Inmillionsof ddlars 2004 2008
Deferred tax assdts
Credit loss deduction 893 $3361
Differencesin computing palicy resarves K53) 538
Deferred compensation 1277 1,256
Employeebendfits 164 416
Restructuring and settlement reserves 3682 673
Interest-reated items 571 19
Foreign and dateloss caryforwards 16 289
Other defarred tax assdts 1,986 2,383
Grossdefared tax assdts 11,24 9400
Vduationdlowance 16 30
Deferred tax assetsafter valuation allowance 11,238 9,080
Deferred tax liabilities
Invesments (24%9) (2604
Unremitted foreign earmings (806) (343)
Deferred policy acouistion costsand vue

of insurancein force (1,485) (1,272
Lessss (2705 (2220
Fixed asts (1,000) (794)
Intangibles (842 (600)
Other defared tax ligbilities (54 (618)
Grossdefarred tax ligbilities (9888 (8451
Net deferred tax asset $1,350 $629

Income taxes before minority interest $6,359 $7807  $6989

(1) Indudestheeffect of securitiestransadtionsresuitinginaprovison of $291 millionin
2004, $178 millionin 2003, and ($172) millionin 2002.

Thefollowing table reconcilesthe provison for incometax on
discontinued operations, reflected in thetable above, to the provision
for income taxes and minority interest from discontinued operationson
the Consolidated Statement of Incomefor the years ending December
3L

Inmillionsof dallars 2004 2003 2002

Provisonfor incometaxes
from discontinued operations 45 $357 $743
Minority interest— discontinued operaions 9 1 113

Provision for income taxes and minority

interest, net — diiscontinued operations 4 $38 356

Thereconciliation of thefederd statutory incometax ratetothe
Company'seffectiveincometax rate gpplicable to income from
continuing operations (before minority interest and the cumulative
effect of accounting changes) for the years ended December 31 wasas
follows:

24 208 0 2002

Federal gatutory rate 35.0% 35.0% 3H.0%
Stateincometaxes, net of federa benefit 14% 14% 1™

Foréignincometax rate differential 45% B1)% (22%
Other, net BH% (22% 04%
Effectiveincometax rate 284% 311% 34.1%

Foreign pretax earnings approximated $10.5 billionin 2004, $8.6
billionin 2003, and $8.7 billionin 2002. AsaU.S. corporation,
Citigroup and itsU.S. subsidiariesare subject to U.S. taxation currently
onadl foreign pretax earningsearned by aforeign branch. Pretax
earningsof aforeign subsdiary or effiliste aresubject to U.S. taxation
when effectively repatriated. The Company providesincometaxeson
theundistributed earningsof non-U.S. subsidiaries except to the extent
that such earnings areindefinitely invested outside the United States.
At December 31, 2004, $10.0 hillion of accumulated undistributed
earningsof non-U.S. subsdiarieswereindefinitely invested. Atthe
exiging U.S. federal incometax rate, additional taxes of $2.7 hillion
would haveto be provided if such earningswereremitted currently.
Thecurrent year’ seffect on theincome tax expense from continuing
operationsisincluded inthereconciliation of thefederd Satutory rate
to the Company’ seffectiveincometax rate.

TheHomeland Investment Act provision of the American Jobs
Creation Act of 2004 (2004 Tax Act”) isintended to provide
companieswith aonetime 85% reduction in the U.S. net tax liability
on cash dividends paid by foreign subsidiariesin 2005, to the extent
that they exceed abasdinelevd of dividendspaidin prior years. The
provisionsof theAct arecomplicated and companies, including
Citigroup, are awaiting clarification of severd provisonsfromthe
Treasury Department. The Company istill evauating the provision
and the effectsit woul d have on thefinancing of the Company’s
foreign operations. Inaccordance with FASB Staff Position FAS 109-
2, “ Accounting and Disclosure Guidance for the Foreign Earnings
Repatriation Provision within the American Jobs Creetion Act of
2004,” the Company hasnot recognized any incometax effectsof the
repetriation provisons of the Act in its 2004 financid statementsand
will not do so until the aboveissues areresolved, sometimein 2005.
Thereasonably possible amountsthat may be repatriated in 2005 theat
would be subject to the provision of the Act rangefrom $0to $3.2
billion. Thereated potentia incometax effectsrangefrom atax
benefit of $0 to atax benefit of $50 million, under current law.
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Incometaxes are not provided for onthe Company’ slife
insurancesubsidiaries “policyholders’ surplusaccount” becauseunder
current U.S. tax rules such taxes will become payable only to the extent
such amountsaredistributed asadividend or exceed limits prescribed
by federa law. This"account” aggregated $982 million (subjecttoa
tax of $344 million) a December 31, 2004. The 2004 Tax Act
providesthat this* account” can bereduced directly by distributions
made by thelifeinsurance subsidiariesin 2005 and 2006. The
Company intendsto make sufficient distributionsto diminatethis
“account” withinthetimeframe permitted under the Act.

Incometaxesare not provided for on the Company’ s“ savings
bank base year bad delot reserves’ because under current U.S. tax rules
such taxeswill become payable only to theextent such amountsare
distributed in excess of limitsprescribed by federd law. At December
31, 2004, the amount of the baseyear reservestotaed gpproximately
$358 million (subject to atax of $125 million).

The 2004 net changein the va uation alowance related to
deferred tax assetswas adecrease of $304 million, primarily rdlating to
ardease of $234 million asaresult of changesto theforeign tax credit
rules contained inthe 2004 Tax Act. Thevauation alowance of $16
million a December 31, 2004 relatesto Satetax loss carryforwards.
Management believesthat therealization of the recognized net deferred
tax asset (after vauation dlowance) of $1,350 millionismorelikey
than not based on existing carryback ability and expectationsasto
future taxableincomein the jurisdictionsin which it operates. The
Company, which hasahigtory of strong earnings, hasreported pretax
financia statement income from continuing operations of
approximately $24 billion, on average, over thelast threeyears.

19. PreferredSock and Stockholders Equity
Perpetual Preferred Stock

Thefollowing table setsforth the Company’ s perpetud preferred stock outstanding at December 31

RedesmableinWhole  Redemption Price

Carrying Value(inmillionsof dollarg)

Rate or in Part on or After® Par Share® Number of Shares 2004 2008
SaiesF© 6.365% June 16, 2007 250 1,600,000 $ 400 $ 400
SaiesG© 6.213% July 11, 2007 250 800,000 200 200
SaiesH @ 6.231% September 8, 2007 $250 800,000 200 200
SaiesM® 5.864% October 8, 2007 250 800,000 20 20
SHiesV @ Fixed/Adjustable February 15, 2006 $600 250,000 15 15
$1,125 $1,125
(1)  Under variousdrcumdances, the Comperty may redeam cartain sriesof prefarred stock at times other then described ebove:
(2) Liguidetion preference per shareequa sredemption priceper share
(3  Issued asdepositary shares esch representing aonefifth interest inashere of the corresponding sariesof prefarred ock.
(4)  Isued asdepostary shares, eech represanting aone-tenthinterest in ashere of the comesponding series of prefeared stodk.
All dividendson the Company’ s perpetud preferred stock are subsidiaries, including Citibank, N.A., are subject to Smilar guiddlines
payable quarterly and are cumulative. issued by their respective primary federd bank regulatory agencies.
Dividendsonthe SeriesV preferred stock are payable a 5.86% Theseguiddinesare usedto evauate capital adequacy and includethe
through February 15, 2006, and theresfter at rates determined quarterly required minimums shown in thefollowing teble.
by aformulabased on cartaininterest rateindices, subject toa Theregulatory agenciesarereguired by law to take specific
minimum rate of 6% and amaximum rate of 12%. Therate of prompt actionswith respect to indtitutions that do not meet minimum
dividendsonthe SeriesV preferred stock issubject to adjustment capita sandards. Asof December 31, 2004 and 2003, all of Citicorp’s
based upon the gppli cable percentage of the dividendsreceived U.S. insured subsidiary depository indtitutionswere“well capitdized.”
deduction.
Regulatory Capital

Citigroup and Citicorp are subject to riskbased capital and
leverage guidelinesissued by the Board of Governors of the Federa
Resarve System (FRB), and their U.S. insured depository indtitution
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At December 31, 2004, regulatory capitd as st forth in guidelines
issued by the U.S. federd bank regulatorsisasfollows:

wdl

Inmillionscf Required Capitalized Citibank,
dollars Minimum Minimum Citigroup Citicorp ~ NA.
Tier L Capitd $4415 0113 SALAR
Totd Capitd © 10089 87118 61965
Tierl

Cyoitd Ratio 4.0% 6.0% 8.74% 8.69% 8.42%
Totd Capital

Ratio® 8.0% 100% 1185% 1259%  1251%
Leverage

Ratio @ 3.0% 50% @ 520% 6.74% 6.28%

() Totd Cepitd indudesTier 1and Tier 2

(2 Tie 1Capitd divided by adjusted avarage assts

(3 Applicableonly to depasitory inditutions For benk holding compeniesto be“well
capitdized” they must mantainaminimum leverageratio of 3%.

In millionsof dallars

Therearevariouslegd limitations on the extent towhich
Citicorp’ sbanking subsidiariesmay pay dividendsto their parents.
Citicorp’ snationd and Sate-chartered bank subsidiariescan declare
dividendsto their respective parent companiesin 2005, without
regulatory approva, of approximately $11.6 billion adjusted by the
effect of their net income (loss) for 2005 up to the date of any such
dividend declaration. In determining whether and to what extent to pay
dividends, each bank subsidiary must dso consider the effect of
dividend payments on applicablerisk-based capitd and leverageratio
requirements aswell as policy satements of thefederd regulatory
agenciesthat indicatethat banking organizations should generally pay
dividendsout of current operating earnings. Consstent withthese
condgderations, Citicorp estimatesthat its bank subsidiaries can directly
or through their parent holding company distribute dividendsto
Citicorp of gpproximately $10.6 hillion of theavailable $11.6 billion,
adjusted by the effect of their net income (1oss) up to the dete of any
suchdividend declaration.

Travdersinsurance Company (T1C) issubject to various
regulatory redrictionsthet limit the maximum amount of dividends
availabletoits parent without prior approval of the Connecticut
Insurance Department. A maximum of $908 million of statutory
surplusisavailableby theend of theyear 2005 for such dividends
without the prior gpprova of the Connecticut Insurance Department.
Certain of the Company’sU.S. and non-U.S, broker/deder subsidiaries
are subject to various securities and commodities regul ations and
capital adequacy requirements promulgated by theregulatory and
exchangeauthorities of the countriesin which they operate. The
principa regulated subsidiaries, their net capital requirementsor
equivalent and excess over the minimum requirement as of December
31, 2004 are asfollows:

ExcessOver
Net Capital Minimum

Subsdiary Jurisdction or Equivalent Requirement
Citigroup Globd Maketsinc. U.S Securitiesand Exchange Commission Uniform Net Capitd Rule (Rule 15¢3-1) $4488 $3879
Citigroup Globd MarketsLimited United Kingdom' sHnencid Servi cesAuthority $7,356 $1904




20. Changesin Equity from Nonowner Sources

Changesin each component of “ Accumulated Other Changesin Equity from Nonowner Sources’ for the three-year period ended December 31, 2004
areasfollows

Net Unreslized Accumulated
Gainson Foreign Currency Other Changesin
I nvestment Trandation Equity from

Innillionsof dollars Securities Adjugment Cash FlowHedges  Nonowner Sources
Balance, January 1, 2002 $ &2 ($1.864) $ 168 & 849
Incresse in net Unreslized gains on investment securities, net of tax © ° - - °
Add: Redassfication adjusment for lossesinduded in net income,

net of tax @ 313 - - 33
Foreign currency trandation adjusimernt, net of tax @ - (1,528 - (1,528
Cash flow hedges, net of tax - - 1,074 1,074
Change 1,105 (1528 1,074 651
Balance, December 31, 2002 1957 (3392 1242 (193)
Increesein net unredlized gains on invesment securities

net of tax @ 1283 - - 1283
Less Redassification adjusment for gansinduded in net income,

net of tax @ (332 - - (332
Foreign currency trandation adjusimernt, net of tax ©@ - (1,073 - (1,073
Caeh flow hedges, net of tax - - (491 (49
Change %1 (1073 (491) (613
Balance, December 31,2003 2908 (4.465) 751 (806)
Increesein net unredlized gains on investment securities; net of tax 265 - - 265
Less Redasdfication adjusment for gainsinduded in net income,

net of tax (540) - - (540)
Foreign currency trandation adjusiment, net of tax © - 1,355 - 1,355
Cach flow hedges net of tax - - (578) (578)
Current period change (275) 1,355 (578) 52
Balanoe, December 31, 2004 $633 ($3110 $173 % 3

(1) PRimaily refledtstheimpect of adedining interest reteyid d curve on fixed income securities and redli zed losses reulting from the sdle of secunities offset by the digribution of TRC.

(2 Primaily reflectsthe $695 million efter-tax impect of trandaing Argentingisnet asstsinto the U.S dallar equivent and thededinein the Mexican peso againgt the U.S dollar. Asaresult of
govemmeant adionsin Argenting, which beganin thefourth quarter of 2001, thefunctiondl currency of the Argentine branch and subsidiarieswias changed in the 2002 first quarter fromthe
U.S ddler tothe Argentine peso.

3 PRimaily reflectsanincreesein theinvesment portfolio duetoincremental purchesesand theimpect of dedlining interest rates coupled with preed tightening, partialy offset by redlized gains
readting fromthesdeof saourities

(4 Relets among ather items thededinein the Mexican peso againg the U.S dallar and chengesin rdated tax effects

(5) Releds among other items themovementsinthe Japeneseyen, ero, Koreen won, Mexican peso, British pound, and the Pdlish Zaty against the U.S. dallar and chengesiinrd ated tax effedts




21. EarningsPa Share

Thefollowingisareconciliation of theincome and sharedataused in
the basic and diluted earnings per share computationsfor the years
ended December 31:

Inmillions except per shareamournts 204 2003 2002
Income from continuing oper ations

beforecumulative effect

of accounting change $16064  $1708  $12682
Discontinued operaions 9P 75 2,641
Cumulative effect of accounting change - - @7
Preferred dividends ©3 (7D ®
Incomeavailableto common

gockhddersfor basc EPS 16978 17,782 15193

Effect of dilutivesscurities - - R

Incomeavailableto common
sockhdldersfor diluted EPS $16978 $17,782  $15193

Weighted average common shares
outganding applicableto basc EPS 51072 50933 50780

Effect of dilutivesecurities

Options 443 471 474
Restricted and deferred sock 59 523 397
Convertiblesecurities - 09 11
Adjusted weighted average common

sharesoutganding applicableto

diluted EPS 52074 51936 51662
Badcearningsper share
Income from continuing operaions

beforecumulativeeffect

of accounting chenge $3.13 8BHA $248
Discontinued operations 019 015 052
Cumulative effect of accounting change - - (00D
Net income $3.32 $349 $2.9
Diluted earningsper share
Income from continuing operaions

before cumulative effect of

aoocounting change $3.07 $327 $2.44
Disoontinued operdions 019 015 051
Cumuldtive effect of accounting change - - 00y
Net income $3.26 $342 R.A

During 2004, 2003 and 2002, weighted average options of 98.4
million shares, 149.8 million shares and 223.6 million shareswith
weighted average exercise prices of $49.60 per share, $46.08 per share,
and $44.79 per share, respectively, were excluded from the
computation of diluted EPS becausethe options exercise priceswere
greater than the average market price of the Company’ scommon
gock.

22. IncentivePlans

The Company has adopted anumber of equity compensation plans
under which it administers stock options, restricted/deferred stock and
stock purchase programsto attract, retain and mativate officersand
employees, to compensatethemfor their contributionsto thegrowth
and profitsof the Company, and to encourage employee stock
ownership. All of theplansare administered by the Personnel and
Compensation Committee of the Citigroup Board of Directors, which
iscomposed entirely of independent non-employeedirectors. At
December 31, 2004, gpproximately 438 million shareswere authorized
for grant under Citigroup'sstock incentive plans.

Stock Option Programs

The Company hasanumber of stock option programsfor its
directors, officersand employees. Optionsare granted on Citigroup
common stock a the market value a thetime of grant. Options
granted in 2004 and 2003 typicaly vest 33% each year for threeyears,
withthefirgt vesting date occurring 17 monthsafter thegrant dete The
optionsgranted in 2004 and 2003 have aterm of Sx years. Also, the
saeof underlying sharesacquired throughthe exercise of options
granted in 2004 and 2003 is redtricted for atwo-year period. Prior to
2003, optionsweregranted for aperiodof ten years. Generdly, prior to
2003, Citigroup options, including options granted under Travelers
predecessor plansand optionsgranted sincethe date of themerger of
Citicorp and Travelers Group Inc., vest at arate of 20% per year, with
thefirg vesting date generadly occurring 12 to 18 monthsfollowing the
grant date. Generdly, 50% of the options granted under Citicorp
predecessor plans prior to the merger were exercisable beginning on
thethird anniversary and 50% beginning on thefourth anniversary of
thedate of grant. Optionsgranted under Associates predecessor plans
vested in 2001 at thetime of the merger with Citigroup. Certain
options, mogtly granted prior to January 1, 2003, permit an employee
exercising an option under certain conditionsto be granted new options
(reload options) inan amount equa to thenumber of common shares
used to satisfy the exercise price and the withhol ding taxes due upon
exercise. Therdoad optionsaregranted for the remaining term of the
relaed original option and vest after Sx months,

To further encourage employee stock ownership, the Company’s
eligible employees participate in WedthBuilder, CitiBuilder, or the
Citigroup Ownership Program. Optionsgranted under the
WedlthBuilder and the Citigroup Ownership program vest over afive-
year period, whereas options granted under the CitiBuilder program
vedt after fiveyears. These optionsdo not have areload feature,
Beginning in 2003, new optionsare no longer being granted under
theseprograms.

The Company redesigned its equiity incentive programsfor the
2004 compensation year. In January 2005, equity incentive awards
weregranted to digible employeesin theform of restricted or deferred
stock under the Capita Accumulation Program (CAP), and stock
optionsare only granted to CAP participantswho elect to receive them.
Thegtock optionscarry the samevesting period astherestricted or
deferred stock awards, have asix-year termand an exercisepriceequa
to 100% of fair market value on the grantdate.



Information with respect to stock option activity under Citigroup stock option plansfor the years ended December 31, 2004, 2003 and 2002 isasfollows:

2004 2008 2002

Weighted Weghted Weghted

Avaage Aveaeage Aveaeage

Exerdse Exercise Exercise
Options Price Options Pice Options Pice
Outgtanding, beginning of year 359,376,193 $3707 380,274,611 $36.09 390,732,697 3374
Granted-origind 27520987 4905 43,649,006 3235 79,876,755 4035
Granted-rdoad 12,725,607 4999 13,956,702 421 10,248,798 4094
Forfeited or exchanged @ (16,606,946) 4327 (22454,416) 40.27 (49,735,340) 35.70
Expired (1,635,927) 4812 (5,545,698) 48.66 (20,021,156) 4851
Exercised (50469,140) 29.89 (50,504,006) 24.39 (40,827,143 2099
Outganding, end of year 330,910,779 $3028 359,376,198 8707 380,274,611 $36.09

Exerdisableat year end 214,952,186 199,263,927 192,109,773

(D)  Indudes294 million optionsin 2002 thet were exchanged for TPC options

Thefalowing table summarizesthe informeation about stock options outstanding under Citigroup stock option plansat December 31, 2004:

OptionsOutganding Options Exercisable
Weighted
Average Weighted Weighted
Contractua Aveage Average
Number Life Exerdse Number Exerdse
Range of Exercise Prices Qutganding Remaining Price Exercisable Price
$.12- 99 1,045039 1lyeas $8.23 1,045039 $8B.23
$1000-$19.99 8,663,464 19years 1577 8410855 1568
$2000-$29.99 51,141,089 33years 287 50,856,774 2286
$30.00-$39.99 57,353,781 48years 3308 271,208.275 3326
$40.00 - $49.99 198,224,144 56years 4557 113,078,836 4544
$50.00 - $56.83 14,483,262 40years 5187 14,352407 51.87
330,910,779 49yers $39.28 214,952,186 $3r.64
Stock Award Programs Citigroup Ownership stock option programs. Employeesareissued

The Company, primarily through its Capitad Accumulation
Program (CAP), issues shares of Citigroup common stock intheform
of redtricted or deferred stock to participating officersand employess.
Restricted or deferred stock awards granted in 2003 and 2004 generdly
vest ater atwo - or three-year vesting period, during which timethe
stock cannot be sold or transferred by the participant, andissubject to
totd or partid cancellaionif the participant’ semploymentis
terminated. CAP awardsgranted in January 2005 generally vest 25%
per year over four years, except for certain employees at Srith Barney
whoseawardsves after two years. CAP participants may elect to
receivepart of their award in stock options. Thefiguresinthetwo
previoustablesinclude options granted under CAP. Unearned
compensation expense associated with the tock grantsrepresentsthe
market val ue of Citigroup common stock at the date of grant andis
recognized asachargetoincomeratably over the vesting period.

IN 2003, specid equity avardswereissued to certain employeesin
the Corporate and Investment Banking and Citigroup International
businesses. Theawardsarenot discounted and vest over athree-year
term beginning on July 12, 2003, with one-sixth of the award vesting
every Sx months. Until thesharesvest, arecipient may not transfer the
shares. After they vest, the sharesbecomefredy transferable (subject
to the stock ownership commitment).

Fromthedate of award, therecipient of arestricted stock award
candirect thevote on the sharesand receiveregular dividends.
Recipientsof deferred stock awards receive dividend equivadentsand
cannotvote.

During 2004 and 2003, Citigroup granted restricted or deferred
sharesunder the Citigroup Ownership Program (COP) to dligible
employees. Thisprogram replacesthe WedthBuilder, CitiBuilder, and
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ether redtricted or deferred shares of Citigroup common stock that vest
after threeyears, during whichtimethestock cannot be sold or
transferred by the participant. Unearned compensation expense
associated with the stock grantsrepresentsthe market vaue of
Citigroup common stock at thedate of grant and isrecognized asa
chargetoincomeratably over thevesting period.

Information with repect to sock awardsisasfollows:

2004 2008 2002
Shares avarded 38662598 57550301 37,730,860
Weighted averagefar market
valueper share $3865 $34.07 $182
After-tax compensation cost
chargedtoearnings
(inmillionsof ddlars) o2 $903 $766




Stock Purchase Program

The Citigroup 2003 Stock Purchase Program, whichis
adminigtered under the Citigroup 2000 Stock Purchase Plan, as
amended, dlowsligible employees of Citigroup to enter into fixed
subscription agreementsto purchase sharesin thefuture at the lesser of
theoffering priceonthefirst day of the offering period or theclosing
priceat theend of the offering period. For the June 15, 2003 offering
only, subject to certainlimits, enrolled employeesare permitted to
make one purchase prior to the expiration date. The purchase price of
the sharesis paid with accumul ated payroll deductionsplusinterest.
Sharesof Citigroup’ scommon stock ddlivered under the Citigroup
2003 Stock Purchase Program may be sourced from authorized and
unissued or treasury shares. The offering under the Citigroup 2003
Stock Purchase Program was made on June 15, 2003. 1n June 2004, an
additiond offering was madeto new employees. The programendsin
July 2005. Theorigind offering under the Citigroup Stock Purchase
Programwasin August 2000. Under thisoffering, eigibleemployees
of Citigroup were ableto enter into fixed subscription agreementsto
purchase sharesinthefuture at the market va ue on the date of the
agreements. In 2001, three additiond offeringswere madeto new
employessin April, August, and November 2001. In March 2002, an
additiona offeringwasmadeto new employees.

Following isthe share price under both Stock Purchase Programs.
Thefixed pricefor the June 2003 offering was $44.10. Thefixed price
for the June 2004 offering was $46.74. Thefixed pricefor the 2000
program in August 2000 was $49.36 per share. Thefixed pricesfor the
offeringsmadein April, August, and November 2001 were $41.95,
$46.83 and $42.45, respectively. Thefixed pricefor the offering made
in March 2002 was $42.20.

2004 2008 2002

Outstanding subscribed

sharesat beginning of year 8,336,246 - 27%35
Subscriptions entered into 495144 8,784,380 363970
Sharespurchasd (365591) (3) (19,799)
Cancdled or terminated® (1,353,120 (448070) (23140531)
Outgtanding subscribed

sharesat end of year 7112678 8,336,245 -

() 2002adivity representssharescancded or expired dueto the grant priceexcesding
themarket price

Fair Value Assumptions

SFAS 123 requiresthat reload options be tregted as separate
grantsfromtherdaed origind grants. Pursuant to theterms of
currently outstanding rel oadable options, upon exerciseof anoption,
employeesuse previoudy owned sharesto pay the exercise priceand
surrender shares otherwiseto bereceived for related tax withhol ding,
and receive are oad option covering the same number of sharesused
for such purposes. Reload optionsvest a the end of asix-month period
and carry thesameexpiration date on the option that gaverisetothe
reload grant. Reload optionsareintended to encourage employeesto
exerciseoptionsat an earlier date and to retain the shares so acquired, in
furtherance of the Company’ slong-standing policy of encouraging
increased employee stock ownership. Theresult of thisprogramistheat
employeesgenerally will exercise optionsassoon asthey areableand,
therefore, these options have shorter expected lives. Shorter option lives
result in lower vauations. However, such vauesare expensed more
quickly dueto the shorter vesting period of reload options. In addition,
sincereload optionsaretrested as separae grants, theexistence of the
reload festure resultsin agrester number of optionsbeing vaued.

Shares received through option exercisesunder thereload
program, aswell ascertain other optionsgranted, are subject to
restrictionson sale. Discountshave been gpplied to thefair value of
optionsgranted to reflect these sderestrictions.

Additiona vauetion and related assumption information for
Citigroup option plans, including the Citigroup 2003 Stock Purchase
Program, ispresented below. For 2004, Citigroup utilized abinomia
model to value stock options. For 2003 and prior grants, the Black-
Scholes valuation mode was utilized.

Pro Formalmpact of SFAS 123

Prior to January 1, 2003, Citigroup applied APB 25 in accounting
for its stock-based compensation plans. Under APB 25, thee is
generdly no chargeto earningsfor employee stock option awards
becausethe optionsgranted under these planshave an exerciseprice
equd to the market va ue of the underlying common stock onthegrant
date. Alternatively, SFAS 123 dlows companiesto recognize
compensation expense over there ated service period based onthe
grant-datefair vaue of the stock award. Refer to Note 1 for afurther
description of these accounting Sandards and apresentation of the
effect on netincomeand earningsper share had the Company applied
SFAS 123 in accounting for dl of the Company’ s stock option plans.
The pro formaadjustmentsin that tablerelateto stock options granted

from 1995 through 2002, for which afair vaue on thedate of grant was

determined using a Black-Scholes option pricing modd. 1n accordance
with SFAS 123, no effect hasbeen givento optionsgranted prior to
1995. Thefair valuesof stockbased awardsare based on assumptions
that weredetermined at thegrant date.

For OptionsGranted During 004 2008 2002
Weghted averagefair value
Option $6.82 $6.92 $947
Weghted aver age expected life
Origind grants 45years  345yeas 35yeas
Rdoad grants 328years 2years 2years
Stock Purchese Programgrants 107 year's 21yeas -
Valuation assumptions
Expected voldtility 25.98% 37.74% 37.1%
Rik-freeinterest rate 284% 200% 3.86%
Expected annud dividends
per share $0.92
For grantsbefore uly 14, 2003 $0.92
For grantson or &fter
July 14,2003 $L54
Expected dividendyidd 2.96%
Expected annud forfeitures
Origind and rdoad grants 7% ™ ™
Stock Purchase Program
gants 10% 10% -




23. Retirement Bendfits

The Company hasseveral non-contributory defined benefit pension lifeinsurance benefitsto certain eigible U.S. retired employees, aswell
plans covering substantialy al U.S. employees and hasvarious defined asto certain eigibleemployeesoutsidethe United States. The
benefit pension and termination indemnity planscovering employees following tables summarize the components of net benefit expense
outsdethe United States. The U.S. defined benefit plan provides recognized in the Consolidated Statement of Income and the funded
benefitsunder acash balanceformula. Employeessatisfying certain status and amounts recognized in the Consolidated Balance Sheet for
ageand servicerequirementsremain covered by aprior final the Company’sU.S. qualified plansand significant plans outside the
pay formula. The Company aso offers postretirement hedth careand United States. The Company usesaDecember 31 measurement date
fortheU.S. plansaswéll asthe plansoutside the United States.
Net (Benefit) Expense
Pengon Plans Posir etirement Benefit Plans @
U.S Plans® PlansOutsdeU.S. US Plans

Inmillionsof dollars 004 2008 2002 2004 2003 2002 004 2003 2002
Bendfitsearned during the yeer $241 $208 $261 147 $118 $116 $2 $3 $5
Interest cost on benefit obligation 581 48 528 2 190 185 66 7 73
Expected return on plan assets (750) (700) (783) (251) (209) (188) (16) 19 @)
Amortization of unrecognized:

Net trangtion obligation - - - 3 5 5 - - -

Prior servicecost &) () @ - - - @ @ @

Net actuarid loss (gain) 106 2 - 60 48 15 8 8 )
Curtailment (gain) loss - - - 4 6 - - - :
Net (benefit) expense $152 $55 $23 $18 $158 $133 656 61 $62

(1) TheU.S plansexdudenonqudified penson plans for which thenet expensewas $44 millionin 2004, $46 millionin 2003, and $47 millionin 2002.
(2 ForpansoutsdetheU.S, net podretirement benefit expensewas $19 millionin 2004, $36 millionin 2003, and $63 millionin 2002




Prepaid Benefit Cost (Benefit Liaklity)

Pension Plans Podtr etirement Benefit Plans @
US Plans® PlansOutsdeU.S. U.S Plans
Inmillionsof dollarsat year end 2004 2003 2004 2003 2004 2003
Changein projected benefit obligation
Projected benfit obligation a beginning of year 032 $7,742 $3513 772 $1,184 $1,108
Bendfitsearned during the yeer 241 208 147 18 2 3
Interest cost on benefit obligation 581 548 2 190 66 s
Pan anendments - - 12 1 - @
Actuarid (gain) loss &5 96 31 xR 16 B3
Bendfitspeid (455 (412) (200) (191) () @)
Acouistions 5 10 PD 9 - ©®
Divedtitures - - ()] ® - -
Settlements - - 14 37 - -
Curtalment - - @ ©® - -
Foreign exchange impect - - 2% 250 - -
Projected benfit obligation at year end $10249 $,032 381 $3513 $1,172 $1,184
Changein plan assets
Plan assts & far vaue a beginning of year $ 9427 $7561 3237 2543 10 $192
Actud return on plan assdts 986 1,776 Y4 30 2 48
Compeanty contributions 418 512 524 279 57 %
Employeecontributions - - 8 5 - -
Acquistions 3 - 5 PA] - -
Divediitures - - ()] ® - -
Settlements - - (©)] (€8] - -
Benefitspaid (455) (412) (200) (191) (%) @)
Foreign exchange impact - - 215 226 - -
Plan assatsat fair valueat year end $10379 $9.427 4,190 $3237 $193 10
Recondiliation of prepaid (accrued)
benefit cost and total amount recognized

Funded gatusof theplan $ 130 $3% ($19D) (276) ($979 ($974)
Unrecognized:

Net transtion obligation - - 14 17 - -

Prior sarvicecost 133 (158) 1,102 5 (29)] (22

Net actuarid loss 2512 2,009 17 816 1%5 191
Net amount recognized $2509 246 42 62 ($310) ($312)
Amountsrecognized on the balance sheet conds of
Prepaid benefit cost $2509 2,246 $ 01 $ 64 $ - $ -
Accrued benfit lighility - - (3] (185) (810) (812
Intangible ast - - 2] 103 - -
Net amount recognized $2509 246 42 62 ($310) ($312)
Accumulated benefit obligation at year end $10026 $3,837 83924 $3,148 $1172 $1.184

(1) TheU.S plansexdudenonqudified penson plans for which the projected benefit obligation was $625 million and $600 million, and the apgregate accumul ated benefit obligetion weas $599
million and $666 million a December 31, 2004 and 2003, repectively .

(2 ForpansoutddetheU.S, theaocumulated postretirement benefit obligation was $636 million and $621 million, and thefair value of plan assetswas $393 million and $224 million &t
December 31, 2004 and 2003, regpectivey. Theaocumulated postretirement benfit obligation excesded plan asstsfor the plansoutsde the U.S. @ Decamber 31, 2004 and 2003.




At the end of 2004 and 2003 for both qudified and non-qudified,
funded and unfunded plans, the aggregate projected benefit obligation
(PBO), aggregate accumulated benefit obligation (ABO), and
aggregatefair value of plan assetsfor pension planswith aprojected

accumulated benefit obli
follows:

benefit obligation in excess of plan assats, and pension planswith

gationin excessof plan assets, wereas

PBO Excesds ABO Excesds
Fair Vaueof Plan Assts Fair Vaueof Plan Asdts

us Plans us Plans

Plans OutsdeU.S. Plans OutsdeU.S.
Inmillionsof dallarsat year end 2004 2008 2004 2008 2004 2003 2004 2003
Projected benfit obligation %5 $600 2255 $3,106 %625 $00 $r2 $701
Accumulated benefit obligation 59 566 1973 2,791 59 566 671 636
Fair vdueof plan asats - - 1,890 2,749 - - IA 12

Combined plan assetsfor the U.S. and non-U.S. pension plans, excluding U.S. non-qudified plans, exceeded the accumulated benefit obligationsby

$619 million and $679 million a December 31, 2004 and December 31, 2003, respectively.

Assumptions

Thediscount rate and future rate of compensation assumptions used in determining pension and postretirement benefit obligationsand net benefit

expensefor the Company’ s plansareshowninthefollowing table:

At year end 004 2008
Disoount rate
USplas @

Pendon 5.75% 6.25%

Pogtretirement 550% 6.25%
PlansoutsidetheU.S. @

Range 2.0% t010.0% 2.0%1t010.0%

Weighted average 5.3% 54%
Futurecompensation increaserate
US Pans®® 4.0% 4%
PlansoutsdetheU.S @

Range 15% t09.0% 15%to80%

Weighted average 2% 26%
Duringthecurrent year 004 2008
Disoount rate
U.S plas® 6.25% 6.75%
PlansoutsdetheU.S. @

Range 2.0% t010.0% 225%1t012.0%

Weghted average 54% 56%
Futurecompensation increaserate
US Pans®® 4.0% 40%
PlansoutsdetheU.S @

Range 15% t08.0% 15%1010.0%

Weighted average 26% 23%
() Weghted avarageraesfor theU.S plansequalstheSated rates
(2 Exduding highly inflationary countries
(3 Futurecompensationincresseratefor sl groupsof grandfathered employessis30% or 6.0%.
Assumed hedlth care cogt trend rateswere asfollows:

004 2008
Hedlth carecod increaserate
U.S plans
Followingyear 10.0% 10.0%
Decreasing totheyear 2010 5.0% -
Decreasing to theyear 2009 - 50%
A onepercentagepoint changein assumed hedlth care cogt trend rateswould have thefollowing effects:
OnePe centage-Point Increase OnePe centage-Point Decrease

Innillionsof dollars 204 2008 004 2008
Effect on benefitsearned and interest cost for U.S. plans $2 $3 %2 ($2
Effect on accumulated postretirement benefit obligationfor U.S. Plans 43 42 (38 (37)
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Plan Assts

Citigroup determinesits assumptionsfor the expected rate of
return on plan assetsfor itsU.S. plansusing a“ building block”
gpproach, which focuses on ranges of anticipated rates of return for
esch asst dass. A weighted range of nomind ratesisthen determined
based on target dlocationsfor each asset dlass. Citigroup considersthe
expected rate of returnto be alonger-term assessment of return
expectations and does not anticipate changing this assumption annualy

unlessthere are significant changesin economic conditions. A similar
gpproach hasbeen taken in selecting the expected rates of returnfor
Citigroup’'sforeign plans. Theexpected rate of returnfor eech planis
based uponits expected asset dlocation. Market performance over a
number of earlier yearsiseva uated covering awiderange of economic
conditionsto determinewhether there are sound reasonsfor projecting
forward any past trends.

The expected long-term rates of return on assetsused in determining the Company’ s pension expense and postretirement expense are shown below:

2004 2003
Rateof return on ases
U.S plans® 80% 80%
Pansoutsdethe U.S:
Range 3.25% t010.0% 325%10105%
Weighted average 6.5% 6.6%

(1) Weghted avarageraesfor theU.S plansequasthedated retes

Citigroup’ s pension and postretirement plan asset dlocation for the U.S. plansat the end of 2004 and 2003, and the target al ocation for 2005 by assst
category based on asset fair vauesareasfollows:

Target Aset U.S. Penson Asets U.S. Podretirement
Allocation at December 31 Asstsat December 31
Asst Category 2006 2004 2003 2004 2003
Equity securities 40.0%1060.0% 47.0% 54.0% 51.0% 61.0%
Debt securities 10.0%1t0 30.0% 29.0% 26.0% 21.0% 15.0%
Red estate 5.0%t010.0% 5.0% 50% 6.0% 6.0%
Other invesments 150%1t0 30.0% 19.0% 15.0% 22 % 18.0%
Tod 100% 100%% 100% 100%%

Equity securitiesinthe U.S. pension plansinclude Citigroup

common stock with afair vaueof $123 million or 1.2% of plan assets
and $608 million or 6.45% of plan assets at the end of 2004 and 2003,

regpectively. The Citigroup Pension Plan sold approximately $500

million of Citigroup common stock in 2004.

Affiliated and third-party investment managers manage
Citigroup' s pension plan assets. Assetsarerebaanced asthe Company
deems gppropriate. Citigroup’ sinvestment strategy with respect to its
pension asxtsisto maintain aglobaly diversfied investment portfolio
acrossseverd asset classestargeting an annud rate of return of 8%,
while ensuring that the accumul ated benefit obligation isfully funded.

Citigroup’ spendon and podtretirement plans weighted average asset dlocationsfor thenon-U.S. plansand the actud rangesa the end of 2004, and

2003, and theweighted averagetarget dlocationsfor 2005 by asset category based on assat fair vauesare asfollows:

Non-U.S Penson Asets

Weghted Average Actua Range Weghted Average

Target Aset Allocation at December 31 at December 31

Asxt Categories 2006 004 2008 004 2008
Equity ssourities 58.6% 0.0% to77.8% 0.0%t091.4% 55.1% 52.8%
Debt securities 3R2.3% 0.0% t097.0% 0.0%1t0100.0% 283% 24.5%
Red etate 03% 0.0% t018.4% 0.0%t024.0% 0.3% 02%
Other invesments 88%  0.0% t0100.0% 0.0%t077.7% 16.3% 225%
Taa 100% 100% 100%
Non-U.S. Podretirement Plans

Weghted Average Actua Range Weghted Average

Target Asstt Allocation at December 31 at December 31

Asst Categories 2006 004 2008 004 2008
Equity ssourities 500%  17.5% t049.3% 0.0%t050.0% 49.3% 50.0%
Debt ssourities R25%  280% to825% 3B0%1t0 100.0% 280% 35.0%
Red esate - - - - -
Other investments 17.5% 0.0% t022.7% 0.0%t015.0% 2.7% 150%
Tad 100% 100% 100%
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Citigroup’ sgloba pension and postretirement funds' investment
drategiesareto invest in aprudent manner for the exclusive purpose of
providing benefitsto participants. Theinvestment drategiesare
targeted to produce atotd return that, when combined with Citigroup’s
contributionsto the funds, will maintain thefunds' ability to meet dl
required benefit obligations. Risk iscontrolled through diversfication
of asst typesand investmentsin domestic and internationa equities,
fixed income securitiesand cash. Thetarget assat dlocation in most
locationsis 50% equitiesand 50% debt securities. Thesedlocations
may vary by geographic region and country depending onthe nature of
applicable obligations and various other regiond considerations. The
widevariaionintheactua range of plan asset dlocationsfor the
funded non-U.S. plansisaresult of differingloca economic
conditions. For example, in certain countrieslocal law requiresthet all
pension plan assts must beinvested in fixed incomeinvestments, or in
government funds, or inlocal country securities.

Contributions

Citigroup’ spension funding policy for U.S. plansand non-U.S.
plansisgenerdly to fund to theamounts of accumul ated benefit
obligations, subject to applicable minimum funding requirements. For
the U.S. plans, the Company may increaseits contributions above the
minimum required contribution under ERISA,, if gppropriate, toitstax
and cash position and the plan’ sfunded position. At December 31,
2004, there were no minimum required contributions, and no
discretionary or non-cash contributionsarecurrently planned.
However, the Company contributed $400 million to the U.S. pension
plan to avoid an additional minimum liability at year end. For thenon-
U.S. plans, actud contributionsincreased by $395 million over
previoudy estimated amounts, primerily to avoid an additiona
minimum ligbility, aswell asto satisfy regulatory funding requirements
in certain countries. Discretionary contributionsin 2005 are anticipated
to begpproximately $173 million. For 2005 for the post-retirement
benefit plans, thereare no expected or required contributionstothe U.S.
plansand estimated contributions of $72 million are expected for the
non-U.S. plans. Theseedtimatesare subject to change, since
contribution decisonsare affected by variousfactors, such asmarket
performance, regulatory requirements, and management’ sability to
change funding policy.

Egtimated Future Benefit Payments
The Company expectsto pay thefollowing estimated benefit
paymentsin future years.

The Company adopted FSP FAS 106-2 retroactiveto the
beginning of 2004. Theexpected subsidy reduced theaccumulated
postretirement benefit obligation (APBO) asof January 1, 2004 by
$100 million, and the net periodic expensefor 2004 by $11 million.
Thefollowing table showsthe estimated future benefit payments
without theeffect of the subsidy and theamounts of the expected
subsidy infutureyears.

Expected U.S Podtretirement
Bendfit Payments
Bdore Medicare Mdlicare
Inmillionsof dallars Part D Subsdy Part D Subsdy
2006 $102 NA
2006 16 $10
2007 106 10
2008 106 10
2009 106 1
20102014 485 50

U.S Pans PlansOutsdeU.S.
Penson Podtretirement
Inmillionsof dollars Pension Bendfits Bendfits Bendfits
2006 $525 $199 5
2006 548 212 26
2007 573 22 2
2008 600 229 2
2009 226 31
2010-2014 3,649 134 186

In December 2003, the Medicare Prescription Drug,
Improvement and Modernizetion Act of 2003 (the Act”) wasenacted.
TheAct established apresaiption drug benefit under Medicare known
as“Medicare Pat D,” and afederd subsidy to sponsorsof retiree
hedlth care benefit plansthat provide abenefit thet isat least actuarialy
equivaent to Medicare Part D. The Company believesthat benefits
provided to certain participantswill bea least actuaridly equivaent to
Medicare Part D, and accordingly, the Company will beentittedtoa
subsidy.
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Citigroup 401(k)

Under the Citigroup 401(k) plan, eligible employeesreceive
matching contributions of up to 3% of compensation, subjecttoan
annua maximum of $1,500, invested in the Citigroup common stock
fund. Thepretax expense associated with this plan amounted to
approximately $69 millionin 2004, $65 million in 2003, and $57
million in 2002.

24. Deivativesand Other Activities

Citigroup entersinto derivative and foreign exchange futures, forwards,
optionsand swaps, which enable cusomersto transfer, modify or
reducether interest rate, foreign exchange and other market risks, and
aso tradesthese productsfor its own account. In addition, Citigroup
usesderivativesand other instruments, primarily interest rate products,
asan enckuser in connection with its risk management activities.
Derivativesare used to manageinterest raterisk relating to specific
groupsof on-balance sheet assets and liabilities, including investments,
corporate, commercia and consumer loans, deposit ligbilities, long-
term debt and other interest-sensitive assets and liabilities, aswell as
credit card securitizations, redemptionsand sales. In addition, foreign
exchange contractsare used to hedgenon-U.S. dollar denominated
debt, net capita exposuresand foreign exchangetransactions.

A derivativemust behighly effectivein accomplishing the hedge
objectiveof offsetting either changesinthefair vdueor cash flows
of the hedged item for therisk being hedged. Any ineffectiveness
present inthe hedge relationship is recognized in current earnings. The
assesament of effectivenessexcludesthe changesintheva ue of the
hedged item that are unrdated to therisksbeing hedged. Similarly, the
assessment of effectivenessmay exdude changesin thefair valueof a
derivetivereated to timevauethat, if excluded, arerecognizedin
current earnings.



Thefollowing table summarizescertaininformation rlated to the
Company’shedging activitiesfor the years ended December 31, 2004,
2003, and 2002:

Inmillionsof ddllars 2004 2003®  2002®

Fair valuehedges
Hedge ineffectiveness recognized
ineamings ($ 100
Net gain (loss) exduded from
assessment of effectiveness @ 509 (%0 (252)
Cash flow hedges
Hedge indfectivenessrecognized
ineamnings 10 () (59
Net gain exduded from assessmant
of effectiveness @ 8 10 1
Net invesment hedges
Net gain (loss) induded in foreign
currency trandation adjustment
within accumulated other changes
in equity from nonowner sources

$%6 $ 68

($1,159) ($2291) ($1435)

() Redassfiedtoconformtothecurrent period spresantetion.
(2 Represstheportion of deivaivegan (10s9).

For cash flow hedges, any changesinthefair vaueof theend-user
derivative remain in accumulaed other changesin equity from
nonowner sources on the Consolidated Baance Sheet and are generdly
included in earnings of future periodswhen earnings are dso affected
by thevariability of the hedged cash flow. Thenet gainsassociated
with cash flow hedges expected to be reclassified from accumulated
other changesin equity from nonowner sourceswithin 12 months of
December 31, 2004 are $262 million.

Theaccumulated other changesin equity from nonowner sources
from cash flow hedgesfor 2004, 2003, and 2002 can be summarized as
follows (aftertax):

Inmillionsof ddlars 204 2003 2002

Beginning bdance $51 $1242 $ 188
Net gain (loss) from cash flow hedges (251) 237 1591
Net amountsredassified to eamnings (327 (728) (517)
Ending baance $173 $ 71 $1,242

The Company entersinto varioustypesof derivativetransactions
inthecourseof itstrading and non-trading activities. Futuresand
forward contractsare commitmentsto buy or sall at afuturedate a
financia instrument, commodity or currency at acontracted priceand
may be settled in cash or through delivery. Swap contractsare
commitmentsto settlein cash a afuture date or dateswhich may range
fromafew daysto anumber of years, based ondifferentia's between
specified financid indices, asappliedto anctiond principa amount.
Option contractsgivethe purchaser, for afee, theright, but not the
obligation, to buy or sdll within alimited time, afinancial instrument or
currency at acontracted pricethat may also be settledin cash, based on
differentid sbetween specified indices.

Citigroup aso sdlsvariousfinancid instrumentsthat have not
been purchased (short sdles). Inorder to sall securitiesshort, the
securitiesare borrowed or received as collatera in conjunction with
short-term financing agreementsand,  alater date, must be ddlivered
(i.e, replaced) with like or subgtantialy the samefinancid instruments
or commoditiesto the partiesfrom which they were originaly
borrowed.

Derivativesand short sdesmay expose Citigroup to market risk
or credit risk in excess of the amounts recorded on the Consolidated
Balance Sheet. Market risk on aderivative, short sdleor foreign

exchange product isthe exposure cregted by potentia fluctuationsin
interest rates, foreign exchangerates and other vaues, and isafunction
of thetypeof product, thevolume of transactions, thetenor and terms
of the agreement, and the underlying volatility. Credit risk isthe
exposureto lossin the event of nonperformance by the other party to
the transaction wherethevaue of collatera held, if any, wasnot
adequate to cover such losses. Therecognition in earnings of unredlized
gainson thesetransactionsis subject to management’ sassessment asto
collectibility. Liquidity risk isthe potentia exposurethat ariseswhen
the size of thederivative position may not beableto berapidly adjusted
intimesof high volaility and financid stressat areasonablecost.

25. Concentrationsof Credit Risk

Concentrations of credit risk exist when changesin economic, industry
or geographic factorssimilarly affect groups of counterpartieswhose
aggregete credit exposureismateriad inrelaionto Citigroup’ stota
credit exposure. Although Citigroup’ s portfolio of financia
ingrumentsisbroadly diversfied dongindustry, product, and
geographic lines, materia transactions are completed with other
financid inditutions, particularly in the securitiestrading, derivatives,
and foreign exchangebusinesses.

In connection with the Company’ s effortsto maintain adiversified
portfolio, the Company limitsitsexposureto any one geographic
region, country or individua creditor and monitorsthisexposureona
continuous basis. At December 31, 2004, Citigroup’smost significant
concentration of credit risk waswith the U.S. Government and its
agencies. The Company'sexposure, which primarily resultsfrom
trading asssts and investment securities positionsin instrumentsissued
by the U.S. Governmentand its agencies, including its sponsored
agencies, amounted to $88.1 billion and $112.7 billion at December 31,
2004 and 2003, respectively. After theU.S. Government, the next
largest exposure the Company hasisto the Mexican Government and
its agendies, which are rated investment grade by both Moody's and
S& P. The Company'sexposureamounted to $23.8 billion and $21.9
billion at December 31, 2004 and 2003, respectively, and is composed
of investment securities, loans, and trading assets.

26. Fair Valueof Finandal Ingruments

Edimated Fair Value of Financial |ngruments

Thetable on thefollowing page presentsthe carrying valueand
fair vaueof Citigroup’sfinancia instruments, as defined in accordance
with gpplicablerequirements. Accordingly, asrequired, thedisclosures
excludelessss, effiliate investments, and pension and benefit
obligations, and insurance policy damsresarves. In addition,
contracthol der funds amounts exclude certain insurance contracts.
Alsoasrequired, thedisclosures excludethe effect of taxes, any
premium or discount that could result from offering for sdleat onetime
the entire holdings of aparticular instrument, excessfair value
associated with depositswith no fixed maturity and other expensesthat
wouldbeincurredin amarket transaction. In addition, thetable
excludesthevauesof nonfinancia assetsand lighilities, aswell asa
widerange of franchise, reationship, and intangible vaues, which are
integra to afull assessment of Citigroup’ sfinancia positionandthe
valueof itsnet assats.

Thefair vauerepresents management’ shest estimatesbased ona
range of methodol ogiesand assumptions. Thecarrying valueof short -
term financid ingruments, aswell asreceivablesand payablesarising
inthe ordinary course of business, gpproximatesfair va ue because of
therdatively short period of time betweenther origination and
expected redization. Quoted market prices are used for most



invesmentsand for both trading and end-user derivatives, aswell asfor
liabilities, such aslongterm debt, with quoted prices. For performing
loans, contractud cash flows are discounted at quoted secondary
market rates or estimated market ratesif available. Otherwise, salesof
comparableloan portfoliosor current market origination retesfor loans
with milar termsand risk characterigticsareused. For loanswith
doubt asto collectibility, expected cash flows are discounted using an
appropriate rate consdering thetime of collection and the premium for
the uncertainty of theflows. Thevaueof collatera isaso considered.
For liahilities such aslong-term debt without quoted market prices,
market borrowing rates of interest are used to discount contractua cash
flows.
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Edgimated Edtimated
Carrying Fair Carrying Far
Inhillionsof dollarsat yeer end Vaue Vaue Vdue Vdue

AsHts

billion in 2004 and $20.0 hillionin 2003. Within thesetotals, estimated
fair vauesexceeded carrying vauesfor consumer loansnet of the
dlowance by $16.5 hillion, an increase of $0.2 billion from 2003, and
for corporate loansnet of the alowance by $7.5 billion, whichwasan
increase of $3.8 billion from 2003. Theexcessof theestimated fair
vaueof loansover ther carrying vl uereflectsthe declinein market
interest rates since many of theloanswereissued.

27. Pledged Assts Cdllateral, Commitmentsand
Guarantees

Pledged Asts

At December 31, 2004 and 2003, the gpproximate market values
of securitiessold under agreementsto repurchase and other assets
pledged, excluding theimpact of FIN 39 and FIN 41, were asfollows:

Inmillionsof dllars 2004 2003

Invesments $2132 $2132 $1829 $1829
Federd fundssold and

seauritiesborrowed

or purchased under

agreementstoresdl 200.7 200.7 1722 1722
Trading account essAts 2802 2802 2353 2353
Loas® 5255 5495 4498 469.8
Other finandid assats @ 162.9 1630 1331 1331
Liabilities
Depasits 562.1 561.9 4740 4740
Federd fundspurchased

and securities|oaned or

sold under agreements

torepurchase 2096 209.6 1812 1812
Trading acoount lighilities 1365 1365 1219 1219
Contractholder funds

with defined maturities 152 156 135 137
without defined meturities 144 141 131 128
Longtem debt 2079 2095 162.7 164.6
Mandetorily redeaméeble

seouritiesof subddiary trusts® - - 61 64
Other finanda liahilities ® 167.0 167.0 147.3 1473

For securities sold under agreamentsto repurchase $278448  $253728
Ascollatera for securitiesborrowed

of gpproximately equivaent vaue 69,947 63343
Ascdllaterd onbank loans 41567 30801
Todearing organizations or sgregated

under securitieslavsand regulaions 34549 31,165
For securitiesloaned 39,606 28597
Other 48410 45,692
Tod $12527 $453326

(1) Thecaryingvduedf loensisnet of thedlowancefor credit lossesand d o exduds
$120billion and $15.6 hillion of leasefinencerecaivablesin 2004 and 2003,
respectively.

(@  Indudescashand duefrom benks depositsat interest with benks brokerage
recdvables ranaurancerecoverablesand ssparate and varisble acoountsfor which the
carying vadueisaressonebleestimate of fair vaue, and thecarrying vdueand
estimated far vaueof finendd indrumentsinduded in ather assstsonthe
Conslidated Balance Shet.

3 T prefared seounitieswere deconsolideted during the 2004 fird quarterin
aooordancewith FIN 46-Rwith theresuiting lishilitiesto thetrust compeniesinduded
asacomponent of longtemdelat. At Decamber 31, 2004, thecarying vduewas
$6.1 hillion and thefar vauewas $64. SeeNote 13 tothe Consdlideted Finendd
Saements

(4)  Indudeshrokerage payables sparate and variahle accounts; investment barking and
brokerage borrowings short-tarm borrowingss for which the carrying valueisa
ressonebleesimete of far value, and the carying vaueand estimeted fair vdue of
finendid indrumentsinduded in ather ligbilities on the Consolideted Balance Sheet.

Fair vauesvary from period to period based on changesinawide
range of factors, including interest rates, credit qudity, and market
perceptions of vaue, and asexigting assetsand ligbilitiesrun off and
new transactions are entered into.

Theegtimated fair vaues of loansreflect changesin credit Satus
sincetheloanswere made, changesin interest ratesin the case of fixedk
rate loans, and premium vauesat origination of certainloans. The
egtimated fair vaues of Citigroup’ sloans, in the aggregate, exceededin
carrying values (reduced by thedlowancefor credit [osses) by $24.0
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In addition, included in cash and due from banks at December 31,
2004 and 2003 is$4.1 hillion and $2.8 hillion, respectively, of cash
segregated under federal and other brokerageregulaionsor deposited
with clearing organizetions.

At December 31, 2004 and 2003, $10.7 hillion and $13.8 hillion,
respectively, of consumer loanswere pledged as collaterd in financing
transactions

At December 31, 2004 and 2003, the Company had $1.6 hillion
and $1.1 hillion, respectively, of outstanding letters of credit fromthird -
party banksto satisfy variouscollateral and margin requirements.

Collateral

At December 31, 2004 and 2003, the approximate market vaue
of collatera received by the Company that may be sold or repledged by
the Company, excluding amounts netted in accordance with FIN 39
and FIN 41, was $366.4 hillion and $329.8 hillion, respectively. This
collateral was received in connection with resale agreements, securities
borrowingsand loans, derivativetransactions, and margined broker
loans.

At December 31, 2004 and 2003, asubgantid portion of the
collatera received by the Company had been sold or repledgedin
connection with repurchase agreements; securities sold, not yet
purchased; securitiesborrowingsand loans; pledgesto clearing
organizations; segregation requirements under securitieslawsand
regulaions, derivativetransactions, and bank loans.

In addition, at December 31, 2004 and 2003, the Conpany had
pledged $121 hillion and $102.5 hillion, respectively, of collaterd that
may not be sold or repledged by the secured parties.



L ease Commitments

Renta expense (principdly for officesand computer equipment)
was$L.7 billion, $1.7 billion, and$1.5 hillion for the yearsended
December 31, 2004, 2003, and 2002, respectively.

Future minimum annuad rentalsunder noncancelable leases, net of
ubleaseincome, areasfollows:

Inmillionsof ddlars

2006 $1.297
2006 983
207 &1
2008 743
2009 626
Therediter 2967
Tata $7482

L oan Commitments

Inmillionsof ddllarsat year ed 2004 2008

Ore- tofour-family residential mortgages $ 4559 $ 359
Revalving open-end loans secured by one tofour-

family resdentid properties 15,706 14,007
Commercid red estate, congruction

and land devel opment 2,084 1,382
Credit card lines © 776281 739162
Commerdd and ather consumer loan commitments @ 256670 210751
Tad $1,0685299 $968,901

(1) Credit cad linesare unconditiondly canodableby theissuer.

(2  Indudescommerdd commitmentsto mekeor purchaseloans, to purchasethird-party
recdvables and to provide nateissuance or revolving underwriting fadlities
Amountsindude$131 hillion and $119 hillionwith origind maturity of lessthan one
year & Decamber 31, 2004 and 2003, repectively.

Themgjority of unused commitments are contingent upon
customers maintaining specific credit sandards. Commercid
commitments generdly have floating interest rates and fixed expiration
dates and may require payment of fees. Such fees (net of certain direct
costs) aredeferred and, upon exercise of thecommitment, amortized
over thelifeof theloan or, if exerciseis deemed remote, amortized
over thecommitment period. Thetable doesnot include unfunded
commercid lettersof credit issued on behdf of cusomersand
collateralized by the underlying shipment of goodswhich totaled $5.8
billion and $4.4 billion at December 31, 2004 and 2003, respectively.

Obligationsunder Guarantees

TheCompany providesavariety of guaranteesand
indemnificationsto Citigroup customersto enhancetheir credit
standing and enablethem to completeawide variety of business
transactions. Thefollowing table summarizesat December 31, 2004
and 2003 d| of the Company’ sguarantees and indemnifications, where
Management believesthe guaranteesand indemnificationsare related
toanass4, liahility, or equity security of theguaranteed partiesat the
inception of the contract. The maximum potentia amount of future
paymentsrepresentsthe notiona amountsthat could belost under the
guarantees and indemnificationsif therewereatota default by the
guaranteed parties, without consideration of possible recoveriesunder
recourse provisionsorfrom collateral held or pledged. Such amounts
bear no relationship to the anticipated | osses on these guaranteesand
indemnifications and greetly exceed anticipated losses.



Thefollowing tables present information about the Company’ sguarantess at December 31, 2004 and 2003;

Inhillionsof dallarsat Decerrber 31,

Maximum Potentia amount of Future Payments

exont carrying valuein millions Expire Within ExpireAfter Totd Amount Carrying Vaue
2004: 1Yer 1VYe Outstanding (inmillions)
Finandid sandby lettersof crecit $344 $114 $45.8 $1994
Performance guarantess 50 41 91 164
Deivative indruments 238 291.3 3151 15,129.0
Guarantees of collection of contractua cash flows® - 02 02 -
Loanssold with recourse - 12 12 26
Securitieslending indemnifications @ 605 - 605 -
Credit card merchant processing © 297 - 297 -
Custody indemnifications® - 188 188 -
Tad $1534 $3270 804 $153874
2003

Finandid sandby lettersof crecit $184 $180 $364 $ 1477
Performance guarantess 49 32 81 102
Deivdive indruments 214 1038 1252 129232
Guarantees of collection of contractual cash flows® - 01 01 -
Loanssoldwithrecourse - 19 19 286
Seouritieslending indemnifications © 555 - 555 -
Credit card merchant processing © 26 - 26 -
Custody indemnifications® - 180 180 -
Tad $1228 $1450 $678 $13100.7

(1) Thecaryingvauesof guaranteeof collection of contractud cash flow, sacuritieslending indemnifications; credit card merchant processing, and custody indemnificationsarenat meterid asthe
Company hesdetermined thet theamount and probeility of potentid lishilitiesarisng from these guaranteesare nat Sgnificant and the carmying amount of the Compeny’ s abligetions under

theeguarantessisimméeid.

Financia standby |ettersof credit include guarantees of payment of
insurance premiums and reinsurance risksthat support industrial
revenuebond underwriting and settlement of payment obligations in
clearing houses, and that support optionsand purchases of securitiesor
inlieu of escrow deposit accounts. Financid standbysaso backstop
loans, credit facilities, promissory notes and trade acceptances.
Performance guarantees and | etters of credit areissued to guaranteea
customer’ stender bid on acongtruction or systemsingtalation project
or to guarantee completion of such projectsin accordance with contract
terms. They aredsoissued to support acustomer’ sobligationto
upply specified products, commodities, or maintenance or warranty
sarvicesto athird party. Derivativeinstrumentsinclude credit default
swaps, totd return swaps, written foreign exchange options, written put
options, and written equity warrants. Guarantees of collection of
contractua cash flows protect investorsin credit card receivables
securitization trustsfrom loss of interest relating to insufficient
collectionsonthe underlying receivablesin thetrusts. Loanssoldwith
recourserepresent the Company’ sobligationsto reimbursethe buyers
for loan losses under certain circumstances. Securitieslending
indemnifications areissued to guarantee that asecuritieslending
customer will be made wholein the event that the security borrower
doesnot return the security subject to thelending agreement and
collaterd hddisinsufficient to cover the market va ue of the security.
Credit card merchant processing guarantessrepresent the Company’s
obligationsin connection with the processing of credit card transactions
on behaf of merchants. Custody indemnifications areissued to
guaranteethat custody clientswill bemadewholeinthe event that a
third-party subcustodian failsto safeguard clients assets.
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At December 31, 2004 and 2003, the Company's maximum
potentia amount of future payments under these guaranteeswas
approximately $480.4 billion and $267.8 billion, respectively. For this
purpose, the maximum potential amount of future paymentsis
considered to bethenotional amountsof lettersof credit, guarantees,
written credit default swaps, written total return swaps,
indemnifications, and recourse provisions of loans sold with recourse;
andthefair valuesof foreign exchange options and other written put
options, warrants, capsand floors.

Citigroup’ s primary credit card busnessistheissuance of credit
cardsto individuas. The Company aso provides processing servicesto
variousmerchants, processing credit card transactionson their behalf
and managing the merchant’ s cash flow related to their credit card
activity. Inconnection with these services, acontingent liability arises
intheevent of ahilling disoute between themerchant and acardhol der
that is ultimately resolved in the cardholder’ sfavor and generaly
extendsbetween threeand six months after the date thetransactionis
processed or thereceipt of the product or service, depending on
industry practice or statutory requirements. Inthissituetion, the
transactionis* charged back” to the merchant and the disputed amount
iscredited or otherwiserefunded to the cardholder. If the Company is
unableto collect thisamount from the merchant, it bearsthelossfor the
amount of therefund paid to the cardholder. Therisk of lossis
mitigated asthe cash flows between the Company and the merchant
are settled on anet basisand the Company hastheright to offset any
paymentswith cash flows otherwise dueto the merchant. Tofurther
mitigate thisrisk, Citigroup may require the merchant to make an
escrow deposit, delay settlement, includeevent triggersto providethe
Company with morefinancia and operationd control in the event of
thefinancia deterioration of the merchant, or require various credit
enhancements (including letters of credit and bank guarantees). At
December 31, 2004 and 2003, respectively, the Company held as
collatera gpproximately $6 million and $26 million, respectively, of
merchant escrow deposits and aso had $68 million and $109 million,



respectively, payableto merchants, which the Company hastheright to
st off againg amountsduefrom theindividua merchants.

The Company’s maximum potentid liability for this contingent
merchant processing liability isestimated to bethetotal volume of
credit card transactionsthet meet the associations' requirementsto be
valid chargeback transactionsat any giventime. At December 31, 2004
and 2003, this maximum potentia exposurewas estimated to be $29.7
billion and $22.6 hillion, respectively. However, the Company
believesthat the maximum exposureisnot represmtative of the actua
potentid loss exposure, based on the Company’ shistorica experience.
In most cases, this contingent liability isunlikely to arise, asmost
products and services are ddivered when purchased and amounts are
refunded when items are returned to merchants. The Company
assessesthe probability and amount of itsliability related to merchant
processing based on the extent and nature of unresolved chargebacks
and itshistorical lossexperience. At December 31, 2004, the estimated
lossss incurred and the carrying amount of the Company’ sobligations
related to merchant processing activitiesareimmateria.

In addition, the Company, through its credit card business,
providesvariouscardholder protection programson severa of itscard
products, including programsthat provideinsurance coveragefor renta
cars, coveragefor certain | osses associated with purchased products,
priceprotection for certain purchases and protection for lost luggage.
Theseguaranteesarenot indluded in thetable above sincethetotal
outstanding amount of the guaranteesand the Company’ smaximum
exposureto loss cannot be quantified. The protectionislimited to
certain typesof purchasesand certain types of losses, and it isnot
possibleto quantify the purchases that would qudify for these benefits
at any giventime. Actud lossesrelated to these programswere not
meaterid during 2004 and 2003. The Company assessesthe probability
and amount of its potentid liability related to these programsbased on
theextent and nature of its historical lossexperience. At December 31,
2004 and 2003, the estimated lossesincurred and the carrying va ue of
the Company’ s obligations rel ated to these programswereimmaterid.

Inthenormal courseof business, the Company provides standard
representations and warranties to counterpartiesin contractsin
connectionwith numeroustransactionsand aso provides
indemnificationsthat protect the counterpartiesto the contractsin the
event that additional taxesare owed dueeither to achangeinthetax
law or an adverseinterpretation of thetax law. Counterpartiesto these
transactions provide the Company with comparableindemnifications.
While such representations, warranties and tax indemnificationsare
essentia componentsof many contractud relationships, they do not
represent theunderlying businesspurposefor thetransactions. The
indemnification clauses are often standard contractua termsrelaedto
the Company’ sown performance under thetermsof acontract and are
entered into inthe normal course of businessbased on an assessment
thet therisk of lossisremote. Often these clauses areintended to
ensurethat terms of acontract are met at inception (for example, that
loanstrandferred to acounterparty inasades transaction did in fact meet
the conditions specified in the contract a thetransfer date). No
compensation isreceved for these sandard representations and
warranties, anditisnot possibleto determinetheir fair value because
they rardly, if ever, result in apayment. Inmany cases, thereareno
dated or notiond amountsincuded in theindemnification clausesand
the contingencies potentialy triggering the obligation to indemnify
have not occurred and are not expected to occur. Therearenoamounts
reflected on the Consolidated Bal ance Sheet as of December 31, 2004
or 2003, related to these indemnificationsand they arenot includedin
thetableabove.

In addition, the Company isamember of or shareholder in
hundreds of va uetransfer networks (V TNS) (payment, clearing and

settlement systems aswell as securities exchanges) around the world.
Asacondition of membership, many of these VTNsrequirethat
membersstand ready to backstop the net effect onthe VTNsof a
member’ sdefault onitsobligations. The Company’ s potentia
obligationsasasharehol der or member of VTN associationsare
excluded from the scope of FIN 45, sincethe shareholdersand
membersrepresent subordinated classes of investorsinthe VTNS,
Accordingly, the Company’ spaticipationin VTNsis not reported in
thetable above and there are no amountsreflected on the Consolidated
Baance Sheet as of December 31, 2004 or 2003 for potential
obligationsthat could arise from the Company’ sinvolvement with
VTN asociations.

At December 31, 2004 and 2003, the carrying amounts of the
lidbilitiesrelated to the guarantees and indemnificationsincluded in the
table above amounted to goproximately $15.4 billion and $13.1 hillion.
Thecarrying vdue of derivaiveingrumentsisincuded in either
trading ligbilitiesor other lighilities, depending upon whether the
derivativewasentered into for trading or non-trading purposes. The
carrying vaue of financia and performance guaranteesisincluded in
other liahilities. The carrying vaue of the guarantees of contractua
cashflowsisoffsat againg the receivablesfrom the credit card trusts.
For loans sold with recourse, the carrying vaue of theliability is
included in other ligbilities. In addition, a December 31, 2004 and
2003, other lighilitiesindudes an dlowancefor credit losses of $600
million for both yearsrdaingtoletters of credit and unfunded lending
commitments.

Inaddition to the collaterd availablein respect of the credit card
merchant processing contingent liability discussed above, the
Company hascollatera availableto remburse potentia lossesonits
other guarantees. Cash collaterd availableto the Company to
reimburselossesredized under these guarantees and indemnifications
amounted to $43.3 hillion and $38.3 billion at December 31, 2004 and
2003, respectively. Securities and other marketable assetshdld as
collaterd amounted to $31.6 hillion and $29.4 billion and | etters of
credit infavor of the Company held as collateral amounted to $635
million and $931 million at December 31, 2004 and 2003, respectively.
Other property may aso be availableto the Company to cover losses
under certain guaranteesand indemnifications, however, thevaue of
such property hasnot been determined.



L oans Sold with Credit Enhancements

Inhillionsof dallars

atyear end 2004 2008  Form of Credit Enhancement
Resdentid mortgages

and other loans sold 2004: Recourse obligation of $1.2

withrecourse ® $60 $6.2 2003 Recourseobligation of $1.9
GNMA sdlessarvicing

agreements @ 32 210 Secondary recoursechligation
Seouritized crecit Indudes net revenue over thelife

cardreceivebles 823 TA8 f thetransaction. Alsoindudes

ather recourse obligations of $5.1

in 2004 and $2.8in 2003

() Reddentid mortgegesrepresant 47%in 2004 and 50% of amountsin 2003,
(2 Govemment Nationd Mortgage Assodaion slessavidng agreementscovering
seounitized resdentid mortgeges

Citigroup and itssubsidiariesare obligated under various credit
enhancementsrelated to certain sdesof loans or sdesof participations
in poolsof loans, assummarized above.

Net revenue on securitized credit card receivablesis collected over
thelife of each sdetransaction. Thenet revenueisbased uponthesum
of finance charges and feesrecelved from cardholders and interchange
revenue earned on cardhol der transactions, lessthe sum of theyield
padtoinvestors, credit |osses, transaction costs, and acontractud
sarvicing fee, which isaso retained by certain Citigroup subsidiariesas
servicers. Asspecified in certain of the sale agreements, thenet revenue
collected each monthisaccumul ated up to a predetermined maximum
amount, and isavailable over theremaining term of that transaction to
meke paymentsof yield, fees, and transaction costsin theevent that net
cash flowsfromtherecevablesarenot sufficient. Whenthe
predetermined amount isreached, net revenueis passed directly tothe
Citigroup subsdiary that sold thereceivables. Theamount contained in
these accountsisincluded in other assets and was $156 million at
December 31, 2004 and $90 million & December 31, 2003. Net
revenue from securitized credit card receivablesincluded in other
revenuewas $3.8 billion, $3.3 hillion, and $2.7 hillion for theyears
ended December 31, 2004, 2003, and 2002, respectively.

Finandial Guarantees

Financia guaranteesare used in varioustransactionsto enhance
the credit standing of Citigroup customers. They represent irrevocable
assurances, subject to the satisfaction of certain conditions, that
Citigroup will make payment in the event that the customer failsto
fulfill itsobligationsto third parties.

Citigroup issuesfinancia standby lettersof credit, which are
obligationsto pay athird -party beneficiary when acustomer failsto
repay an outstanding loan or debt ingtrument, such asassuring
paymentsby aforeignreinsurer toaU.S. insurer, to act asasubgtitute
for an escrow account, to provideapayment mechanismfor a
customer’ sthird party obligations, and to assure payment of specified
financid obligations of acustomer. Feesarerecognized ratably over
theterm of thestandby Ietter of credit. Thefollowing table summarizes
financid standby lettersof creditissued by Citigroup. Thetabledoes
not include securitieslending indemnificationsissued to customers,
which arefully collaterdized and totaled $60.5 billion at December 31,
2004 and $55.5 hillion a December 31, 2003, and performance
sandby lettersof credit.
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Tatd Tod

BExpire Bxpre  Amount  Amount
Withinl  Afterl Out- Oou-

Inbillionsof dollarsat yeer end Year Year  danding sanding
Insurance, surety $10.1 ®2 $12.3 $12.8

Options, purchased

securities and escrow 01 - 01 03
Clean lettersof credit 40 24 64 62
Other debt related 156 54 210 135
Totd @ $29.8 $100 $39.8 $32.8

(1) Todisretof cashcdllaterd of $6.0hillionin 2004 and $36 hillionin 2003,
Callaterd other then cash covered 18% of thetotal in 2004 and 26%in 2003,




28. Contingendies

Asdiscussedinthe” Legd Proceedings’ discussionfollowing
these footnotes, the Company isadefendant in numerous lawsuitsand
other legd proceedings arising out of dleged misconduct in connection
with:

(i) underwritingsfor, and research coverage of, WorldCom,

(i) underwritingsfor Enron and other transactionsand activities
related to Enron and Dynegy;

(i) transactionsand activitiesrelated to research coverage of
companiesother than WorldCom; and

(iv) transactionsand activitiesrelated to securitiessold ininitia
publicofferings.

During the 2004 second quarter, in connection with the settlement
of the WorldCom class action, the Company reeva uated and increesed
itsreservesfor these matters. The Company recorded acharge of
$7.915hillion ($4.95 billion after-tax) relating to (i) the settlement of
classaction litigation brought on behdf of purchasersof WorldCom
securities, and (i) anincreasein litigation reserves for the other matters
described above. Subject tothetermsof the WorldCom classaction
settlement, and itseventua gpprova by the courts, the Company will
makeapayment of $2.575 billion, or $1.59 hillion aftertax, to the
WorldCom settlement class. Asof December 31, 2004, the
Company’slitigation reservefor these matters, net of theamount to be
paid uponfina approva of the WorldCom class action settlement, was
$6.64 hillion onapretax basis.

The Company bdlievesthat thisreserveisadequateto meet al of
itsremaining exposurefor these matters. However, inview of thelarge
number of thesematters, the uncertainties of thetiming and outcome of
thistype of litigation, the novel issues presented, and the significant
amountsinvolved, itis possiblethat the utimate costs of these matters
may exceed or bebeow thereserve. The Company will continueto
defend itsdlf vigoroudy in these cases, and seek to resolvetheminthe
manner management believesisin the best interests of the Company.

Inaddition, in the ordinary course of business, Citigroup and its
subsidiariesare defendantsor co-defendants or partiesin various
litigation and regulatory mettersincidenta to and typica of the
businessesin which they areengaged. In the opinion of the Company's
meanagement, the ultimate resolution of theselegal and regulatory
proceedingswould not belikely to haveamateria adverseeffect onthe
consolidated financia condition of the Company but, if involving
monetary ligbility, may be materid to the Company's operaing results
for any particular period.

29. Citigroup (Parent Company Only)

Condensed Statement of Income

Inmillionsof ddllars

Year Ended December 31

24 208 2 202

Revenues
Interest $2223  $16983 $1456
Other 236 47 8
Totd relenues 2459 2,140 1804
Expenses
Interest 2022 1,459 1,660
Other 85 o7 248
Totd expensss 2,847 2216 1,908
Pretaxloss (388) (76) (104
Incometax benfit 290 3 53
L ossbeforeequity in netincome
of subsdiaries (3] 43 (51
Equity in netincomeof subsidiaries 17,144 17,8% 15327
Net income $17046 $17853  $15276




Condensed Balance Sheet

Condensed Statement of Cash Flows

Year Ended December 31

Inmillionsof ddllars

004 208 2002

December 31
Inmillionsof ddlars 2004 2008
AsHs
Cah $ 28 $ 40
Invesments 9,0% 7957
Investmentsin and advancesto:
Bank and bank holding company subsidiaries 143157 122067
Other subgdiaries 44723 36,74

Cogt of aoquired businessesin excess of net asts 333 3338
Other 4,398 3,769
Total asss $201,770 $170,925
Liabilities
Advancesfrom and payablestosubddiaries $2783 $ 1219
Commercid paper - 31l
Junior subordinated debentures,

held by subsidiary trusts © - 5,309
Longterm debat 87913 64,386
Other lighlities 1557 1,390
Redeemable preferred sock, hdd by subddiary 226 26
Sockholders equity
Preferred stock ($1.00 par vadue; authorized

shares 30 million), a aggregate liquidation value 1125 1125
Common stock ($.01 par value; authorized shares

15 hillion), issued shares 2004 —5,477,416,086 shares

and 2003 - 5,477,416,254 sheres % %
Additiond paid-in capita 18851 17531
Retained eamings 102154 93483
Tressury stock, at cost: 2004 —282,773 501 shares

and 2003 - 320,466,849 sheres (10644 (11,524)
Accumulated other changesin equity

from nonowner sources (304) (806)
Unearmed compensation (1%46) (180
Total gockholders equity 109,291 98014
Toatal liahilitiesand stockholders equity $201,770 $170,925

() Trug prefered sscuritieswere deconsolidated during the 2004 firg quarter in
aooordancewith FIN 46-Rwith theresuiting lishilitiesto thetrust compeniesinduded

asacomponent of longterm debt.
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Cash flowsfrom operating adtivi ties

Netincome $17046 $17853  $15276
Adjusmentsto reconcile netincome

to cash provided by operating activities

Equity in netincomeof subddiaries (17144 (178%) (15327)
Dividends received from:

Bank and bank holding company

ubsdiaties 4629 4210 6,744
Other subgdiaries 2874 1,805 5,770
Other, net (1443 73 (739
Net cash provided by operating activities 5,962 6,760 1,724
Cash flowsfrom investing activities

Capitd contributionsto subgdiaries - - -
Changeiin invesments (1,101) (182 (630)
Advancesto subsdiaries, net (13687) (19532 (4,908
Other investing attivities, net - 20 (200)
Net cash used in investing activities (14,783) (19514) (11458
Cash flowsfrom finandng activities

Proceeds from (repayment of)

advancesfrom subgdiaries net 1,332 (196) 278
Dividendspad (8375) B3 (3676
Issuance of common stock 912 636 4183
Redemption of preferred gock - (275) (125
Stock tendered for payment

of withholding taxes (511) (499) (475)
Treasury sock acquired (779) (2416) (543
Issuance of longterm debt 30,365 24,7% 16,282
Issuance of (proceeds from)

junior subordinated debentures - 83 -
Payments and redemptions

of longterm debt (13,749) (4500 (7,362
Changein short-term borrowings (381) 14 (114)
Net cash provided by (used in)

financingactivities 8814 12693 (192
Changein cash () 61 74
Cash a beginning of period 0 101 27
Cecha end of period $ B $ 40 $ 101
Supplementd disdosure

of cash flow information

Cash pad during the period for interest $2876 $1588 2303
Cash received during the period for taxes $ 408 $ 6ol $ 38




30. Sdected Quarterly Finandal Data (Unaudited)

2004

Inmillionsof dollars except per shareamourts Fourth Third Second Firg Fourth Third Second Frg
Revenues, net of interest expense $0110 $18,738 $20855 $19932 $18609 $17,785 $17,934 $17,216
Operating expenses 11255 10179 18172 10176 9,577 9,152 9,587 9184
Bendfits dams and credit losses 1614 1235 1811 2457 2406 1,826 2405 2287
Income from continuing oper ations before

incometaxesand minority interest 7,241 7,324 872 7,299 6,626 6,807 5,992 5,745
Incometaxes 2047 2229 (8] 2271 2029 2,087 1,862 1,860
Minority interet, efter-tax 46 69 39 64 30 165 4 3
Income from continuing oper ations 5,148 5,026 916 4,964 4567 4555 4,089 3,847
Income from discontinued operations 173 22 228 3 193 136 210 26
Net income $5321 $5308 $1144 $5273 $4,760 $4,691 $4,29 $4,103
Earningsper share®
Badcearningsper share
Income from continuing operations $1.00 $0.98 $0.18 $0.97 $0.89 $0.89 $0.80 $0.75
Netincome $L04 $103 $0.22 $1.03 $0.93 $0.92 $0.84 $0.80
Diluted earningsper share
Income from continuing operations $0.98 $0.96 $0.17 $0.95 $0.87 $0.87 $0.79 $0.74
Netincome $102 $102 $0.22 $1.01 $0.91 $0.90 $0.83 $0.79
Common gock priceper share
Hich #4875 724 $62.29 $1A $4900 717 $4556 $37.93
Low 125 4319 44.86 4811 45.56 292 35.60 3142
Close 4818 412 46.50 5170 4854 4551 42.80 3445
Dividends per shareof common stock $040 $040 $040 $040 $035 $035 $020 $020

@

Dueto averaging of shares quarterly eamingsper sharemay not add to thettatasreported for thefull year.
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Thefollowingisthe Legd Proceedings disclosure from the Company’s
2004 Annua Report on Form 10-K:

Legal Praeedings

Enron Corp.

In April 2002, Citigroup was named as adefendant aong with,
among others, commercia and/or investment banks, certain current
and former Enron officersand directors, lawyersand accountantsina
putative consolidated class action complaint that wasfiled in the United
States Digtrict Court for the Southern Digtrict of Texas seeking
unspecified damages. Theaction, brought on behaf of individuas
who purchased Enron securities(NEWBY, ET AL. V. ENRON
CORP.,ET AL.), dlegesviolationsof Sections 11 and 15 of the
Securities Act of 1933, asamended, and Sections 10(b) and 20(a) of
the Securities Exchange Act of 1934, asamended. In May 2003,
plaintiffsfiled an amended consolidated dlass action complaint.
Citigroup filed amation to dismissin June 2003, which motion was
deniedin April 2004. Citigroup answered the operative complaintin
May 2004. Raintiffsfiled amotion for class certificationin May 2003,
which motion remains pending. The patiesareengagingin discovery.

Additiona actionshave been filed againgt Citigroup and certain of
itsaffiliates, dong with other parties, including (i) actionsbrought by a
number of pension and benefit plans, investment funds, mutua funds,
and other individua and inditutiondl investorsin connection with the
purchase of Enron and Enron-related equity and debt securities,
aleging violations of variousstateand federd securitieslaws, state
unfair competition statutes, common law fraud, misrepresentation,
unjust enrichment, breach of fiduciary duty, conspiracy and other
violaionsof gatelaw; (i) actionsby banksthat participated in Enron
revolving credit facilities, aleging fraud, gross negligence, breach of
implied duties, aiding and abetting and civil conspiracy in connection
with defendants administration of acredit facility with Enron; (iii) an
action brought by severd fundsin connection with secondary market
purchases of Enron debt securities, dleging violationsof thefederd
securitieslaws, including Section 11 of the SecuritiesAct of 1933, as
amended, and claimsfor fraud and misrepresentation; (iv) aseries of
putative class actions by purchasers of NewPower Holdings common
stock, aleging violations of variousfedera securitieslaws; the
Citigroup defendant (dong with dl other defendants) settled dl claims
without admitting any wrongdoing, and the settlement was
preliminarily approved by the United States Didtrict Court for the
Southern Didtrict of New Y ork in September 2004; (v) aputative class
actionbrought by clientsof CGMI in connection with research reports
concerning Enron, dleging breach of contract; (vi) an action brought by
purchasersin the secondary market of Enron bank debat, dleging claims
for common law fraud, conspiracy, gross negligence, negligence and
breach of fiduciary duty; (vii) an action brought by an investment
company, dleging that Citigroup and othersaided Enronin
fraudulently inducing it to enter into acommodity sdescontract; (viii)
fiveadversary procesdingsfiled by Enron in its chapter 11 bankruptcy
proceedingsto recover dleged preferentid paymentsand fraudulent
tranfersinvolving Citigroup, certain of itsaffiliatesand other entities,
andtodisallow or to subordinate claimsthat Citigroup and other
entities havefiled againgt Enron; in one such proceeding, Enron aso
alegesvarious common law claims, including aclam for aiding and
abetting of breach of fiduciary duty; (ix) third 4party actionsbrought by
former Enron officersand directors, aleging violation of state securities
and other laws and aright to contribution from Citigroup, in connection
with claimsunder state securitiesand common law brought against the
officersand directors; (x) apurported classaction brought on behaf of
Connecticut municipdities, dleging violaion of Sate satutes,
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conspiracy to commiit fraud, aiding and abetting abreach of fiduciary
duty and unjust enrichment; (xi) actionsbrought by the Attorney
Generd of Connecticut in connection with various commercid and
investment banking services provided to Enron; (xii) third -party actions
brought by Arthur Andersen asadefendant in Enron-related litigetions,
aleging aright to contribution from Citigroup; (Xiii) an action brought
by theindenture trusteefor the Y osemiteand ECLN Trustsand the

Y osemite Securities Co., aleging fifteen causes of action sounding in
tort and contract and relating to theinitia notesofferingsand the post-
bankruptcy settlement of the notes; (xiv) putative class actions brought
by investorsthat purchased and held Enron and Enron-related
securities, aleging negligence, misrepresentation, fraud, breach of
fiduciary duty, and aiding and abetting breach of fiduciary duty; (xv)
actionsbrought by utilitiesconcerns, aleging that Citigroup and others
aded Enronin fraudulently overcharging for eectricity; and (xvi)
adversary proceedingsfiled by Enroninits chapter 11 bankruptcy
proceedings againg entitiesthat purchased Enron bankruptcy claims
from Citigroup, seeking to disallow or to subordinatethoseclaims.
Severd of these caseshave been consolidated or coordinated withthe
NEWBY action and are stayed, except for certain discovery, pending
the Court's decision on the pending motion for dasscertificationin
NEWBY.

Dynegy Inc.

On June 6, 2003, thecomplaint in apre-existing putative class
action pending in the United States District Court for the Southern
Disdtrict of Texas(IN RE: DYNEGY INC. SECURITIES
LITIGATION) brought by purchasersof publicly traded debt and
equity securities of Dynegy Inc. wasamended to add Citigroup,
Citibank and CGMI asdefendants. The plaintiffsalegeviolationsof
Sections 10(b) and 20(a) of the Securities Exchange Act of 1934, as
amended, againgt the Citigroup defendants. The Citigroup defendants
filed amotion to dismissin March 2004, which motion was granted by
the Digtrict Court in October 2004. The court denied lead plaintiff's
request for leaveto gpped.

WorldCom, Inc.

Citigroup, CGMI and certain executive officers and current and
former employeeswerenamed as defendants— aong with twenty -two
other investment banks, certain current and former WorldCom officers
and directors, and WorldCom'sformer auditors—in aconsolidated
classaction (IN REWORLDCOM, INC. SECURITIES
LITIGATION) brought on behdf of individuas and entitieswho
purchased or acquired publicly traded securities of WorldCom between
April 29, 1999 and June 25, 2002. The class action complaint asserted
damsagaing CGMI under (i) Sections 11 and 12(g)(2) of the
SecuritiesAct of 1933, asamended, in connection with certain bond
offeringsin which it served as underwriter, and (i) Sections 10(b) and
20(3) of the Securities Exchange Act of 1934, asamended, and Rule
10b-5 promulgated under Section 10(b), dleging thet it participated in
the preparation and/or issuance of mideading WorldCom registration
Statements and disseminated mideading research reports concerning
WorldCom stock. In 2003, the Court denied CGMI'smotion to dismiss
the consolidated classaction complaint and granted the plaintiffs
motion for classcertification.

On May 10, 2004, Citigroup announced thet it had agreed to settle
al dlamsagaing it inthe consolidated dassaction. Under theterms of
the settlement, Citigroup will makeapayment of $2.58 hillion ($1.59
billion aftertax) to the settlement class. Citigroup reached this
settlement agreement without admitting any wrongdoing or ligbility,
and the agreement refl ectsthat Citigroup deniesthat it or itssubsidiaries
committed any act or omissiongivingriseto any liability or violation of



thelaw. On November 10, 2004, the United States Ditrict Court for
the Southern Didtrict of New Y ork entered an order granting final
gpprova of thesettlement.

The District Court aso consolidated with the consolidated class
actiontwo other putative classactionswhich assert clams (i) under
federd securitieslawsagaing Citigroup, CGMI and certain former
employeeson behdf of purchasersand acquirersof Targeted Growth
Enhanced Terms Securities With Respect to the Common Stock of
MCI WorldCom, Inc. ("TARGETS"), based on CGM I 'sressarch
reports concerning WorldCom and itsrole as underwriter of
TARGETS (IN RE TARGETS SECURITIESLITIGATION); and
(ii) under common law against CGMI and certain former employees
on behaf of personswho held WorldCom securitiesbased on CGMI's
research reports concerning WorldCom (WEINSTEIN, ET AL. V.
EBBERS, ET AL.). On June 28, 2004, the District Court dismissed dll
clamsunder the Securities Act of 1933 and certain claimsunder the
Securities Exchange Act of 1934 in IN RE TARGETS SECURITIES
LITIGATION, leaving only clamsunder the 1934 Act for purchases
of TARGET S after July 30, 1999. On October 20, 2004, the parties
signed aMemorandum of Understanding setting forth thetermsof a
sdttlement of dl remaining dlamsin this action. The settlement was
preliminarily gpproved by the Court on January 11, 2005. On
September 17, 2004, the District Court dismissed WEINSTEIN, ET
AL.v. EBBERS, ET AL. with prgudice, andinitsentirety. On
October 15, 2004, the plaintiffs noticed their appedl of thisdecisonto
the United States Court of Appealsfor the Second Circuit. The parties
have reached an agreement in principle on theterms of asettlement of
this action.

Approximately saventy WorldCom individua actionsremain
pendinginvariousfedera and state courts. Pursuant to an order
entered on May 28, 2003, the Didtrict Court presently hasbeforeit
aoproximately two-thirds of theseindividua actionsthat have been
consolidated with the class action for pretria proceedings. Theclaims
asserted intheseindividud actionsare substantidly smilar tothe
clamsalegedinthedassaction and assart sateand federd securities
law claimshbased on CGM I'sresearch reports concerning WorldCom
and/or CGM I'srole as an underwriter in WorldCom offerings.
Faintiffsin certain of these actionsfiled motionsto remand their cases
to state court. The Didtrict Court denied thesemationsand itsrulings
wereupheld onapped.

A number of other individud actionsassarting daimsagaingt
CGMI in connection withits research reports about WorldCom and/or
itsrole asan investment banker for WorldCom are pending in other
federa and state courts. These actionshave been remanded to various
state courts, ae pending in other federa courts, or have been
conditionaly transferred to the United States Didtrict Court for the
Southern Digtrict of New Y ork to be consolidated with the classaction.
In addition to the court suits, actions assarting claims against Citigroup
and certain of its ffiliatesrdating to its WorldCom reseerch reportsare
pending in numerousarbitrationsaround the country. Theseactions
assert claimsthat are substantiadly smilar totheclaimsassertedinthe
classaction.

Global Crossng

Onor about January 28, 2003, leed plaintiff in aconsolidated
putative class action in the United States Digtrict Court for the Southern
Digrict of New York (IN RE GLOBAL CROSSING, LTD.
SECURITIESLITIGATION) filed aconsolidated complaint on behalf
of purchasers of the securities of Globa Crossing and itssubsidiaries,
which named as defendants, among others, Citigroup, CGMI and
certain executive officersand current and former employees, asserting
clamsunder thefederd securitieslawsfor alegedly issuing research

reportswithout areasonable basisin fact and for dlegedly failing to
disclose conflicts of interest with Globa Crossing in connection with
published investment research. On March 22, 2004, leed plaintiff
amended its consolidated complaint to add claims on behdf of
purchasers of the securitiesof AsaGloba Crossing. Theadded claims
assert causes of action under thefedera securitieslawsand common
law in connection with CGMI's research reports about Globa Crossing
and AsaGloba Crossing and for CGMI'sroles as an investment
banker for Globa Crossing and as an underwriter inthe Global
Crossing and AsaGloba Crossing offerings. The Citigroup-Related
Defendantsmoved to dismissal of the claimsagaing themon July 2,
2004. Theplaintiffsand the Citigroup Related Defendants have
reached an agreement in principle ontheterms of asettlement of this
action.

In addition, on or about January 27, 2004, the Globa Crossng
Edtate Representative filed in the United States Bankruptcy Court for
the Southern Didtrict of New Y ork (i) an adversary proceeding againg,
among others, Citigroup, CGMI and certain executive officersand
current and former employees, asserting claimsunder federal
bankruptcy law and common law in connection with CGMI's research
reports about Globa Crossing and for itsrole as an underwriter in
Globd Crossing offerings, and (i) an adversary proceeding against
Citigroup and severd other financid indtitutions seeking to rescind the
payment of a$1 hillionloan madeto asubsidiary of Globa Crossing.
The Citigroup-Rel ated Defendants moved to dismisstheformer action
on June 26, 2004, and the latter on May 28, 2004. In addition, actions
asserting dlaimsagaing Citigroup and certain of its&ffiliatesrelating to
CGMI Globa Crossing research reports are pending in numerous
arbitrationsaround the country.

Research

SinceMay 2002, Citigroup, CGMI and certain executive officers
and current and former employees have been named asdefendantsin
numerousputative classaction complaintsand arbitration demandsby
purchasersof varioussecurities, aleging thet they violated federd
securitieslaw, including Sections 10 and 20 of the Securities Exchange
Act of 1934, asamended, for alegedly issuing research reports without
areasonablebasisinfact and for alegedly failing to disclose conflicts
of interest with companiesin connection with published investment
research, induding AT& T Corp. ("AT&T"), Windar
Communications, Inc. ("Winga™), Level 3 Communications, Inc.
("Leve 3"), MetromediaFiber Network, Inc. ("MFN"), XO
Communications, Inc. ("XO"), Williams Communications Group Inc.
("Williams"), and Focd Communications, Inc. Almost dl of these
putative class actions are pending beforeasinglejudgein the United
Sates Didrict Court for the Southern Didtrict of New Y ork for
coordinated proceedings. The Court has consolidated these actionsinto
separate proceedings corresponding to the compani esnamed above.
On December 2, 2004, the Court granted inpart and denied in part the
Citigroup-Related Defendants motionsto dismissthedamsagaing it
inthe AT&T, Leve 3, XO and Williamsactions. On January 5, 2005,
the Court dismissed the Windar action inits entirety with prejudice.
On January 6, 2005, the Court granted in part and denied in part
Citigroup'smotionto dismisstheclamsagaingtitinthe MFN action.

In addition to the putative research class actions, severd individud
actionshave been filed againg Citigroup and CGMI rdaing to, anong
other things, research on Qwest Communications Internationd, Inc.
Theseactionsalege violations of state and federd securitieslawsin
connection with CGM I's publication of research about Qwest and its
underwriting of Qwest securities.

Twoputativ e dassactions againgt CGMI asserting common law
cdamson behdf of CGMI customersin connection with published
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investment research have been dismissed by United States District
Courts, one of whichwas affirmed by the United States Court of
Apped sforthe Ninth Circuit, and one of which is pending on appedl to
the United States Courts of Apped sfor the Third Circuit. Two more
putative classactionsraisng Smilar daimsare pending against CGMI,
oneinthe United States Digrict Court for the Southein Digtrict of New
York (NORMAN V. SALOMON SMITH BARNEY, ET AL.) and
the other inIllinois state court (DISHER V. CITIGROUP GLOBAL
MARKETSINC.). OnJune9, 2004, the Digtrict Court denied
CGMI'smoationto dismissNORMAN V. SALOMON SMITH
BARNEY, ET AL., acasewhich assartsviolations of the Investment
Advisers Act of 1940 and various common law clamsin connection
with certain investorswho maintained guided portfolio management
accounts et Srith Barney.

Parmalat

On duly 29, 2004, Enrico Bondi, as extraordinary commissioner
of Parmaat and other affiliated entities, filed alawsuit in New Jersey
Superior Court againg Citigroup, Citibank, N.A. and others, dleging
that the defendants participated in fraud committed by the officersand
directorsof Parmalat and seeking unspecified damages. Theaction
dlegesavariety of clamsunder New Jersey statelaw, including fraud,
negligent misrepresentation, violations of the New Jersey Fraudulent
Trandfer Act and violations of the New Jersey RICO dtatute. On
December 20, 2004, defendantsfiled amotion to dismissthe action.
That motion remains pending.

Citigroup, Citibank, N.A. and othersdso are defendantsin three
classaction complaintsfiled in the United States Didtrict Court for the
Southern District of New Y ork relating to the collgpse of Parmalat
FinanziaiaSP.A. OnMay 21, 2004, the court issued an order
consolidating the complaints under the caption IN RE PARMALAT
SECURITIESLITIGATION. The consolidated amended complaint
wasfiled on October 18, 2004 on behdf of purchasersof Parmaat
securities between January 5, 1999 and December 18, 2003. The
complaint alegesviolationsof Sections 10(b) and 20(a) of the
Securities Exchange Act of 1934, asamended, and seeks unspecified
damages. On January 10, 2005, the Citigroup defendantsfiled a
motion to dismisstheaction. That motion remains pending.

Adédphia Communications Cor por ation

Onduly 6, 2003, an adversary proceeding wasfiled by the Official
Committee of Unsecured Creditorson behdf of Adephia
Communications Corporation againg certain lenders and investment
banks, induding CGMI, Citibank, N.A., Citicorp USA, Inc., and
Citigroup Financid Products, Inc. (together, the Citigroup Parties). The
complaint dlegesthat the Citigroup Partiesand numerous other
defendants committed actsin violation of the Bank Holding Company
Act and common law. Thecomplaintsseek equitablerelief and an
unspecified amount of compensatory and punitive damages. In
November 2003, asimilar adversary proceedingwasfiled by the
Equity Holders Committee of Adelphia. 1n June 2004, motionsto
dismisswerefiled with respect to the complaints of the Officid
Committee of Unsecured Creditors and the Equity Holders Committee.
Themotions are currently pending.

In addition, CGMI isamong the underwriters named in numerous
civil actions brought to date by investorsin Adelphiadebt securitiesin
connectionwith Adel phiasecurities offerings between September 1997
and October 2001. Threeof thecomplaintsaso assert caims against
Citigroup Inc. and Citibank, N.A. All of the complaintsdlege
violationsof federd securitieslaws, and certain of thecomplaintsaso
dlegeviolationsof state securitieslawsand thecommon law. The
complaint seeksunspecified damages. In December 2003, asecond
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amended complaint wasfiled and consolidated before the samejudge
of the United States Digtrict Court for the Southern Didtrict of New
York. InFebruary 2004, motionsto dismissthe classand individud
actions pending in the United States Didtrict Court for the Southern
Didrict of New Y ork werefiled. The motionsare currently pending.

Foreign Currency Converson

Citigroup and certain of its ffiliatesaswdl as VISA, U.SA., Inc,
VISA Internationd Service Association, M agterCard Internationd,
Incorporated and other banks are defendantsin aconsolidated class
action lawsuit (IN RE CURRENCY CONVERSION FEE
ANTITRUST LITIGATION) pending in the United States Digtrict
Court for the Southern Digtrict of New Y ork, which seeksunspecified
damagesandinjunctiverelief. Theaction, brought on behdf of certain
United States holders of VISA, MagterCard and Diners Club branded
generd purpose credit cardswho used those cardssince March 1, 1997
for foreign currency transactions, assarts, among other things, dlaims
for dleged violationsof (i) Section 1 of the Sherman Act, (ii) the
federd Truthin Lending Act (TILA), and (iii) asto Citibank (South
Dakota), N.A., the South Dakota Deceptive Trade Practices Act. On
October 15, 2004, the Court granted the plaintiffs motionfor class
certification of their Sherman Act and TILA claimsbut denied the
motion asto the South Dakota Deceptive Trade Practices Act dlaim
againg Citibank (South Dakota), N.A.

Trandfer Agency

Citigroup's 2004 results refl ect an aggregate reserve of $196
million ($151 million aftertax) rel ated to the expected resolution of the
previoudy disclosed SEC investigation into mutua fund transfer agent
meattersthat began in November 2003.

In 1999, Citigroup Asset M anagement ("CAM") recommended
that an affiliate become the transfer agent for certain mutual funds
managed by CAM. Thedffiliatethat becamethetransfer agent,
Citicorp Trust Bank ("CTB"), subcontracted transfer agency work to
the previous (unaffiliated) transfer agent. Atthetime CAM enteredthe
business, CAM concluded aseparate agreement with the sub-transfer
agent that guaranteed certain benefitsto CAM anditsaffiliates. That
agreement, and aone-time payment rel ated to termination of the
agreement, were not disclosed to the boards of the mutud fundsthat
approved theretention of theaffiliated transfer agent.

Asprevioudy discussed, in uly 2004, the staff of the SEC
indicated thet it was considering recommending an enforcement
proceeding against CAM and certain of itsaffiliatesrelating tothe
transfer agency and sub-transfer agency arrangements, including the
creation and operation of thistransfer agency, the compensation
received by CTB and the adequacy of CAM’ sdisclosuresto thefund
boards. The staff subsequently informed four individuas (none of
whom remainsin hisor her prior position with CAM) that it wasadso
congdering Smilar enforcement proceedingsagainst them. The
Company iscooperating with the SEC initsinvestigation. Theresarve
fully coversthefinancia termsthat the SEC steff hasagreedto
recommend to the Commission for resolution of thismetter. The
Citigroup offer of settlement issubject to find negotiation, and any
Settlement of this maiter with the SEC will requireapprova by the
Board of Directorsof Citigroup and acceptance by the SEC.

Mutual Funds

Citigroup and certain of its affiliateshave been named in severd
classaction litigations pending in various Federd District Courts
arising out of dleged violations of thefedera securitieslaws, including
the Investment Company Act, and common law (including breech of
fiduciary duty and unjust enrichment). The claims concern practicesin



connection with thesale of mutua funds, including adlegetions
involving market timing, revenue sharing, incentive paymentsfor the
sdeof proprietary funds, undisclosed bregkpoint discountsfor thesde
of certain dassesof funds, ingppropriate share class recommendations
and inappropriate fund investments. Thelitigetionsinvolving market
timing have been consolidated under the MDL rulesinthe United
StatesDidrict Court for the Digtrict of Maryland, and thelitigations
involving revenue sharing, incentive payment and other issuesare
pending inthe United States Digtrict Court for the Southern Didtrict of
New York. Theplaintiffsintheselitigetions generally seek unspecified
compensatory damages, recessionary damages, injunctive rdlief, costs
andfees. Intheprincipa market timing casesthat name the Company,
alead plaintiff hasbeen appointed but thet plaintiff hasnot yet filed an
amended complaint. Intheprincipa casesconcerning revenue sharing,
incentive payment and other issues, thelead plaintiff filed a
consolidated and amended complaint on December 15, 2004.

Severd issuesin themutua fund industry have come under
scrutiny of federal and sateregulators. The Company hasreceived
subpoenas and other requestsfor information from various government
regulators regarding market timing, financing, fees, sales practicesand
other mutua fund issuesin connection with variousinvestigations.

The Company is cooperating with al suchreviews.

IPO Allocation Litigation

In April 2002, consolidated amended complaints werefiled
againg CGMI and other investment banks named in numerous
putative class actionsfiled in the United States District Court for the
Southern Digtrict of New Y ork, aleging violations of certain federa
securities|aws (including Section 11 of the SecuritiesAct of 1933, as
amended, and Section 10(b) of the Securities Exchange Act of 1934, as
amended) with respect to the dlocation of sharesfor certaininitia
public offeringsand rel ated aftermarket transactionsand damageto
investors caused by alegedly biased research analyst repoits. On
February 19, 2003, the Court issued an opinion denying defendants
motionto dismiss. On October 13, 2004, the court granted in part the
motion to certify classactionsfor Six focus casesin the securities
litigation. CGMI isnot adefendant inany of thesix focuscases. The
underwriter defendantsin thefocus caseshavefiled apetitiontothe
United States Court of Appealsfor the Second Circuit seeking review
of thisdecison. Alsofiledinthe Southern Didrict of New Y ork
againg CGMI and other investment bankswere severd putative class
actionsthat were consolidated into asingleclassaction, aleging
violdions of certain federd and Sate antitrust lawsin connection with
theadlocation of sharesininitia public offeringswhen acting as
underwriters. On November 3, 2003, the Court granted CGMI's
motion to dismissthe consolidated anended complaint in theantitrust
cae. Plaintiff has gpped ed themotion to dismissto the United States
Court of Appedsfor the Second Circuitin New York. That apped is

pending.

Investigations of Euro Zone Government Bonds Trade

On August 2, 2004, Citigroup Globa Markets Limited executed
certain large tradesin Euro Zone Government bondsin London thet
werecarried out ontheMTStrading platform. On August 19, 2004,
the UK Financia Services Authority commenced an enforcement
investigationinto certain aspects of thesetrades. Other European
regulaors have dso commenced smilar investigations. Recently, the
Gemanregulator, BaFin, referred the results of itsinvegtigation into

thetradesto prosecutorsfor possible prosecution against employees of
the Company. Citigroup is cooperating with theseinvestigations.

Other

The Securities and Exchange Commission is conducting anon-
public investigation, which the Company believes originated with the
Company's accounting treetment regarding itsinvestmentsand
businessactivities, and loan lossalowances, with respect to Argentina
in the 4th quarter of 2001 and the 1t quarter of 2002. The
investigationisa so addressing thetiming and support documentation
for certain accounting entriesor adjustments. |n connectionwith these
matters, the SEC has subpoenaed witnesstetimony and certain
accounting and interna controls-related information for theyears
2001 —2004. The Company is cooperating with the SEC inits
investigation. The Company cannot predict the outcome of the
investigation.

Beginningin April 2003, two putative class actionson behalf of
paticipantsin, and beneficiaries of, the Citigroup 401(k) plan were
filed in the Southern Didtrict of New Y ork and later consolidated under
the caption IN RE: CITIGROUP ERISA LITIGATION. Citigroup
filed amotion to dismissin January 2004. The patieshavereached an
agreement in principleto settlethisaction.

Beginning in July 2002, Citigroup and certain officerswere
named as defendantsin putative class actionsfiled in the United States
Didrict Court for the Southern Didtrict of New Y ork brought on behalf
of purchasersof Citigroup common stock, aleging violations of
Sections 10(b) and 20(a) of the SecuritiesExchange Act of 1934, as
amended, and, in gpproximately hdf of the actions, claimsfor common
law fraud. In November 2002, these actions were consolidated under
thecaption IN RE: CITIGROUPINC. SECURITIESLITIGATION.
On June 2, 2003, Citigroup filed amotion to dismiss the consolidated
amended complaint, which motion was granted by thedidtrict court in
August 2004. Plaintiff filed anotice of gpped in October 2004.

In December 2002, Citigroup and certain membersof the
Citigroup Board of Directorswere named as defendantsin aderivative
action brought by anindividua Citigroup shareholder in the United
States Didrict Court for the Southern Didtrict of New York (FINK V.
WEILL, ET AL.). Thecomplaint allegesstatelaw claimsof breach of
fiduciary duty, gross mismanagement and corporaewaste, aswell as
violaionsof thefedera securitieslaws. Citigroup filed amotion to
dismissin October 2003. In duly 2004, plaintiff filed amotion for leave
to amend, which motion Citigroup opposed in August 2004. That
motionispending.

InMay 2004, in CARROLL V. WEILL, ET AL., ashareholder
derivative actionin New Y ork state court dleging claims against
Citigroup directorsin connection with Citigroup's activitieswith Enron,
the New Y ork Court of Appealsdenied theprincipa plaintiff'smotion
for leaveto gpped from the Appellate Divison'saffirmance of the
dismissa of thecomplaint. Sincethat date, Citigroup hasreceived a
shareholder demand containing alegationssimilar tothose set forthin
the CARROLL action referred to above, aswell asvarious additiond
allegationsreating to other activitiesof Citigroup.

Additiona lawsuits containing claimssimilar to those described
above may befiled inthefuture.



