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Complexity of Risk Management Today

The spectrum of risks impacting the firm is wide-ranging and interdependent, highlighting the need for a
disciplined process to prioritize management attention.

“‘Risk-assessment
processes typically
expose only the most
direct threats facing a
company and neglect
indirect ones that can
have an equal or
greater impact.”

McKinsey Quarterly,
October 2009

Source: McKinsey Quarterly, October 2009.

Risk
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Geopolitical
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e Counterparty risk e Financial strength
* Liquidity risk e Value vs alternative
e Settlement risk channels
Demographics e Credit risk Financial
markets
Company Customers
Impact of risk on: Changes in
Supply Chain  Productivity ability/
Changes in input e Product/service willingness to pay
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e Security of supply e Cost structure e Credit availability
e Suppliers’ cost e Finance ¢ Shift in buying
Pandemics structures patterns Technology
¢ Logistics costs
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Competition
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substitutes o Tax
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Commodity e Relative product performance Public policy/ * Currency controls
prices regulation * Banking regulations
e Credit availability
® Accounting rule changes
(e.g., IFRS)
Environment Economic
growth



Trends in Risk Management

The focus on risk management has increased at all levels of the organization driven by volatility in external
markets and increased disclosure of risk management results.

e Why manage risk? e How is treasury impacted?
— Increased volatility and deregulation of financial — Responsibility and accountability for risk management
markets — More attention internally and externally to the impact of
— Advances in information reporting and communication poor risk management
technology — Increased disclosure of results of risk management
— Increased complexity of financial products and use of program
derivatives

Trends in Corporate Risk Management

e Scope of risk management is ¢ Risk management process is e Successful programs are
becoming broader and increasing in complexity and embedded in the corporate
extending from market risks to managed through an integrated culture, defined by a
enterprise wide risks portfolio approach comprehensive risk policy

— Defines the relevant measures,
process, and ownership internally

— Provides guidelines for external
disclosure and communication




|dentification of Risk Exposures

Best practices in identifying risk exposures consider the need to be proactive and anticipate potential
impacts, understand the interdependencies between risks, and follow trends over a multi-year timeline.

e The traditional approaches to risk management have given way to a new generation of tools and techniques that can
produce more predictable results.

Old Way New Way Benefits

Reactive approach

— Manage the impact of changes in market — Incorporates the uncertainty of e Clear communication about probability
rates and cash flows after they have future cash flows and range of impacts
happened

. : e Creates a decision making framework
— Transaction exposure oriented

e Allows for proactive assignment of risk
profile

Silo’ed approach

— Fragmented responsibility for risk — Centralized responsibility for e Permits the evaluation of
identification aggregating risks and exposures interdependencies between risk
— Metrics and approach can vary widely — Consistent methodology for elements
between departments measuring and managing risks

e Reinforces risk management culture
with the firm

Tactical approach

— Short term time horizon — Longer, multi-year time horizon ¢ Integrates exposure identification and
risk measurement into the planning
and budgeting process

P
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Risk Management Policy

The risk management policy is a comprehensive document that covers all aspects of risk management in

the firm. Successful execution supports superior financial results.

Objective and Scope

) 4
e [nstruments
and limits for . _
the firm in GUIdellln.es
total and by and limits

business unit

J

Organization, Control and Accounting

A
“e Roles and responsibilities\

¢ Internal reporting and Benefits:
escalation process '

e Accounting for unplanned
events

The most important part of the
policy, forming the basis for

_ all other sections

Definitions and formulas of
risk measures

Quantifiable measures

Full or managed hedging
strategy

Lower WACC
Cash flow stability

Funding reliability

Lower required return for investors
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Understanding Risk Exposures
—

citi



Defining the Risk Metrics

Each category of financial risk is an important element of the risk management policy, identified with the
potential for external impacts and quantitative metrics that can be tracked over time.

External Impact Metrics
¢ Foreign exchange exposures e Earnings metrics
* Interest rate exposures e Cash flow volatility

e Commodity price sensitive revenues or | ® Shareholder value
Market Risk expenses

* Pension liabilities
e Stock option plans

e Economic cycles

e Exposure to loss from credit default e Marked-to-market value of financial
instruments
Counterparty and
Credit Risk ¢ Credit ratings
e CDS spreads
* Derived from assessment of market ¢ |mplications derived, based on
conditions, cash flow, working capital competitors, from relationships between
Liquidity Risk and access to credit access to credit, cash conversion cycle,
working capital ratios, and balance sheet
ratios

P



Assessing Likelihood of Risk Exposures

Best results from the risk management program will be achieved by prioritizing attention on risks that could

result in high impact to financial results under current external market conditions.

e Competitive pressures
on revenue

e Degree of operating
leverage

¢ Sensitivity to labor and
raw materials costs

* |Interest rates

e Tax rates

¢ Profit margin

Impact Drivers

Profit & Loss Statement Cash Flow Statement

e Credit quality of clients and
vendors

e Contract terms
e Payment behavior
® Interest rates
e FXrates

e Ratio of variable rate debt

Balance Sheet

e Market valuation
e Growth rates
¢ Inventory valuation

e Ratio of available and
trapped cash

e Efficiency of bank account
structures

Probability

Drivers

Source: Citi, 2010.

e Risk prioritization

¢ Visibility requirements

e Economic cycle changes -
growth/decline

e |ndustry concentration

e Company financial
strength

e Regulatory changes

e Volatility of FX and
interest rates
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Linking Visibility with Risk Management

For each risk dimension, the risk management policy will include tangible and quantifiable metrics to track
and measure results

Cash flow visibility . ..

Cash flow from

Cash Flow from Investing : Cash Flow from Financing

i Operations i i

"""""""
! "o Interest income ! :

Inflows e Receivables i ¢ tCapltaI tmarket

i ‘e Maturing investments |  ransactions

-------------
o Payments, e.g. @ Capital expenditures o Debt repayment

Outflows i e Vendors, payroll, i e Cash and long term i e Inferest expense

i tax i investments i P

... Drives risk management effectiveness

e Changes in market rates that increase expenses and
reduce margins — OR — increase revenues and widen
margins

e Management decisions to reduce prices to maintain
Resulting market share

in income statement
and balance sheet
predictability

e Multi-currency exposures resulting in transaction and
translation exposures

e Changes in economic and competitive conditions that
may change business volumes or pricing power

P
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Managing Liquidity and Risk - Visibility

Ensuring the right organizational construct is in place that will allow effective risk management

“Step 1is Visibility” —oris it? Question should be “Will | be able to execute on the decisions
| make and will my banking partners be able to execute my
instructions in a timely manner?”

e Selecting the right core banking partners

— Are they a worthy counter-party? Will they give me the breadth
and depth of product offering, geographical footprint, ability to
execute, etc..?

Choice of Partners

e Leveraging the best of proprietary bank systems and bank agnostic
Choice of solutions, such as Swift-net.

Connectivity — Do | have enough flexibility to change providers? What is the
financial standing of my 3™ party software vendors?

® Mobilizing cash for transparency and efficiency

— Do I have the right access to information and balances | need to
Choice of Structure make an informed decision, do | rely upon my subsidiaries for
such information, am | able to execute on metric-based decisions

in all locations?
7~



Managing Liquidity and Risk - Visibility

Visibility, visibility, visibility

Top Fundamentals around Visibility

* Integrity — quality and timeliness of data

e Transparency - depth of standardized data

e Holistic - Encompassing all cash, including forecasts, debt, investments, commaodities, jurisdictions, etc.

¢ Flexibility — satisfying multiple needs to customize ways of gathering and examining data for centralized
decision making

¢ |Integration — within risk management processes, e.g. stress tests, to quickly evaluate impact and take
action
Proportion of Balance Visibility

Theory is straightforward — reality is
different..... jonorrer | 21% 23% -

¢ Visibility of cash balances is lower than for
short term investments
Ol<75% W 75-94% 0O 95-99% E >99%

Cash balances 34%




Market Risk — FX Exposure Example

Effective management of foreign exchange exposures will lower the risk of volatility in the income statement
and balance sheet from currency translation and transaction exposure.

e Forecast forward
value commitments
by currency

¢ Automate the aggregation
of FX exposures

— Drill down by instrument
and legal entity

e Link information to the
execution of FX deals

e Align information to FX
netting cycles

* Mobilize liquidity using
structures, e.g. multi-
currency pools, to minimize
FX levels in certain
currencies

Global Client:

Global Client:

Original Currency-Legal Entity - Forecasted Net

n n Humber of periods to display:

CEGaIERTy 3, 2010 Jun 2, 2010 Jun 1, 2010 May 31, 2010

E aup (456,000.00) (611,000.00) 56,000.00 (459,000.00)

Acme Project Account Twe [Jgn.nuu.m (611,000.00) 56,000.00 (459,000.00)

H sep NA NA NA 37,000.00

Acme Limited $G 10 100 NA NA NA 37,000,00

Original Currency-Legal Entity - Closing Available Balance
n u Humber of periods to display:
May 27, May 26, May 25, May 24, May 23,
Legal Entity 2010 2010 2010 2010 2010

AED 78,347.10 78,347.10 1,428,347.10 (931,652.90) 101,431.98
ARS (7,678,431.50) (7,678,431.50) (7,678,431.50) (7,678,431.50) (7,678,431.50)
AUD 8,207,315.61 £,297,315.61 6,879,796.11 6,44%,268.27 2,850,577.88
EDT 640,673.00 640,673.00 640,673.00 640,673.00 640,673.00
BRL (823, 823, 2,104,004.37
E cur (309,799.07) (309,799.07) 201,026.73 441,538.89 441,538.89
DfID 4,575.64 4,575.64 4,575.64 25,634.92 25,634.02
DTI 0.00 0.00 0.00 0.00 0.00
Acme Holding DK 10033 0.00 0.00 0.00 0.00 0.00
Acme Fid Office (459,673.04) (459,673.04) (460,080.849) 12,596.04 12,596.04
HMRC 0.00 0.00 0.00 0.00 0.00
Acme Funding IE 10182 0.00 0.00 0.00 0.00 0.00
Bl Acme Trust IE 10232 145,298.33 145,298.33 656,531.93 403,307.93 403,307.93
Acme Holding BE 10341 0.00 0.00 0.00 0.00 0.00

cp

1,612,856,508.00

1,612,856,508.00

1,664,925,334.00

1,627,162,496.00 945,712,963.00

CHY

cop 20,243,681,220.92 | 20,243,681,220.92 | 20,243,6%1,220.92 | 22,304,422,802.5% 18,675,71%,006.49
DKK 20,051.75 20,051.75 2,572,727.75 2,572,727.75 2,572,727.75
Dop 7,45%,491.47 7,453,491.47 2,232,389.13 (1,984,709.46) 7,324,185.83
DZD 0.00 0.00 0.00 0.00 0.00
EGP (275,893,125.01) (275,893,125.01) (271,014,541.24) (272,482,388.30) (271,119,308.84)
ETB 1%,406.82 18,406.82 18,406.82 18,406.82 18,406.82
EUR 135,529,087.71

142,786,340.68

142,786,380.68

152,529,494.97

151,947,848.70



Counterparty Risk

Diversification across counterparties will help manage the impact of the risk that a counterparty to an
agreement will not live up to its contractual obligations

PriceWaterhouseCoopers study published in May 2010 indicates that 80% of treasurers are now
actively engaged in managing counterparty risk, compared with fewer than 40% before the crisis
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Liquidity Risk — Sovereign Risk example

Diversification across instrument types and issuers will help manage the potential for over-exposure to
business activity and investments in a country in political or financial turmoil.

Global Client: | Acme

e Entity exposures and the instruments being held in
a particular country are only one consideration

Other considerations may include:

Can funds be transferred?

To another entity? — intercompany restrictions?

To another country? — government imposed or
regulatory restrictions in moving funds offshore

To another bank? — is there a structure in place,
time to set-up, etc..

Automatically? — do | have a physical pooling
structure?

Can | measure the full extent of my counter-
party exposure?

What are the portfolio holdings of my money
market funds?

How readily available is this information? For
example, online portal, access to Portfolio
Manager, etc.

Geography-Financial Institution - Closing Available Balance - Currency In: EUR {Historical Rate - London 15:00)

May 27,
Bank Name 2010
B Global

ASIA PACIFIC 85,050,431.34

$5,050,481.84

May 26,

May 25,
2010 2010

$2,412,995.01

May 24,
2010

77,447,688.70

[ << | >> [T

May 23,
2010

311,630,606.14 | 311,630,606.14 318,230,836.99 | 302,257,875.75 286,068,843.60

75,569,944.06

B europe 101,677,554.15 | 101,677,554.15 | 108,813,360.78 | 108,259,071.16  91,154,011.56
REPUBLIC OF AUSTRIA 0.00 0.00 0.00 0.00 0.00
¥ peLgrum 1,077,440.60 | 1,077,440.60  2,548,271.80 |  1,015,568.06  1,015,568.06
FEDERAL REPUBLIC OF GERMANY 1,009,566.53 | 1,009,566.53  5,562,766.63 |  2,657,125.77  2,657,125.77
EIKINGDOM OF SPAIN (1,682.15) (1,682.15) (1,682.15) (1,682.15) (1,682.15)

BANCO BILBAD VIZCAYA ARGENTARIA 5.4 0.00 0.00 0.00 0.00 0.00
E BANKINTER, 5.A. (1,682.15) (1,682.15) (1,682.15) (1,682.15) (1,682.15)
H FRANCE (1,4590,777.36) | (1,450,777.36) 96,071.40 892,038.43 £92,038.43

Hynirep kinepom 74,989,253.52 | 7.

Bl ALLIANCE AND LEICESTER COMMERCIAL B 0.00
BANK OF AMERICA, N.A, 0.00

B crTIBANK N.A. 44,887,341.58

B JPMORGAN CHASE BANK, N.A. 62,004,362.24 6

H HELLENTC REPUBLIC 6,412,302.55

® 1RELAND 298,715.38

@ ITALIAN REPUBLIC 11,373,007.17 | 1

- arvas ines - Gomg

[ T T
||-l-|-- T Carrerd g v

44,087,341.58
I HSBC ASSET MANAGEMENT (EURDPE) LTD | (31,003,450,30) | (31,903,450.30)

|

4,988,252.52
0.00

0.00

2,004,362.24
6,412,302.55
208,715.38

1,373,007.17

75,109,171.35

45,052,879.08
(31,948,069.97)
62,004,362.24
5,864,766.51
1,494,850.98

14,204,435.04

77,699,872.09

63,041,025.13

0.00 0.00 0.00

0.00 0.00 0.00

47,273,342.67

5,031,510.90
1,318,638.53

14,262,751.25

33,048,131.74

(31,577,979.67) | (31,111,615.70)
62,004,509.09

62,004,500.09
5,031,510,00
1,312,644.89

14,033,105.63

HOLDINGS AS OF 9/11/109

NETHERLANDS (KINGDOM OF
KINGDOM OF BELGIUM
KINGDOM OF BELGIUM
KINGDOM OF BELGIUM
:| FREMCH REPUBLIC
“| kinGDOM OF SPAIN
*" | kiINGDOM OF sPAIN
REPUBLIC OF ITALY
v | NETHERLANDS (KINGDOM OF

| FREMCH REPUBLIC
FRENCH REFUBLIC
KINGDOM OF BELGIUM
KINGDOM OF SPAIN

GS EURO GOVERNMENT LIQUID RESERVES FUND

Maturity Date
11/13/2009
11/15/2009
11/15/2009
11/15/2008
11/15/2009
11/20/2009
11/20/2009
11/30/2009
11/30/2009
12/17/2009
12/17/2008
12/17/2009
12/18/2009

Par Value
55,000,000
60,000,000
40,000,000
20,000,000
11,000,000
50,000,000
45,000,000
60,000,000
100,000,000
22,000,000
50,000,000
100,000,000
50,000,000

% of Portfolio
1.78%
1594%
129%
0.65%
0.26%
161%
1.45%
1.594%
323%
0.71%
161%
323%
161%

of periods to display:




Summary

V|S|b|l|ty, V|S|b|||ty, V|S|b|||ty, visibility, visibility, visibility, visibiity, vy . . . .

® The spectrum of risks impacting the firm is wide-ranging and interdependent, highlighting
the need for a disciplined process to prioritize management attention.

e Best practices in identifying risk exposures consider the need to be proactive and anticipate
potential impacts, understand the interdependencies between risks, and follow trends over
a multi-year timeline.

e Most importantly:
— Will I be able to execute on the decisions | make in a timely manner?
— Do | have the right partners in place to support me?

— Do | have sufficient visibility of exposures by counterparty, currency, country, instrument
to minimize the impact of market events?



Questions and Answers

e Today’s Presenters
— Cindy Gerhard +1 (212) 816-4844 (New York)
— Steven Elms +44 (20) 7500-4038 (London)

| Future Webinars

e Renminbi (RMB) Internationalization - The Birth of a Global Currency
e Wednesday, June 9t - 11.00am NY time and 4.00pm London time

Register at:



IRS Circular 230 Disclosure: Citigroup Inc. and its affiliates do not provide tax or legal advice. Any discussion of tax matters in these materials (i) is notintended or written to be used, and cannot be used or
relied upon, by you for the purpose of avoiding any tax penalties and (ii) may have been written in connection with the "promotion or marketing" of any transaction contemplated hereby ("Transaction").
Accordingly, you should seek advice based on your particular circumstances from an independent tax advisor.

Any terms set forth herein are intended for discussion purposes only and are subject to the final terms as set forth in separate definitive written agreements. This presentation is not a commitment to lend, syndicate a
financing, underwrite or purchase securities, or commit capital nor does it obligate us to enter into such a commitment. Nor are we acting in any other capacity as a fiduciary to you. By accepting this presentation, subject to
applicable law or regulation, you agree to keep confidential the existence of and proposed terms for any Transaction.

Prior to entering into any Transaction, you should determine, without reliance upon us or our affiliates, the economic risks and merits (and independently determine that you are able to assume these risks) as well as the legal,
tax and accounting characterizations and consequences of any such Transaction. In this regard, by accepting this presentation, you acknowledge that (a) we are not in the business of providing (and you are not relying on us
for) legal, tax or accounting advice, (b) there may be legal, tax or accounting risks associated with any Transaction, (c) you should receive (and rely on) separate and qualified legal, tax and accounting advice and (d) you
should apprise senior management in your organization as to such legal, tax and accounting advice (and any risks associated with any Transaction) and our disclaimer as to these matters. By acceptance of these materials,
you and we hereby agree that from the commencement of discussions with respect to any Transaction, and notwithstanding any other provision in this presentation, we hereby confirm that no participant in any Transaction
shall be limited from disclosing the U.S. tax treatment or U.S. tax structure of such Transaction.

We are required to obtain, verify and record certain information that identifies each entity that enters into a formal business relationship with us. We will ask for your complete name, street address, and taxpayer ID number.
We may also request corporate formation documents, or other forms of identification, to verify information provided.

Any prices or levels contained herein are preliminary and indicative only and do not represent bids or offers. These indications are provided solely for your information and consideration, are subject to change at any time
without notice and are not intended as a solicitation with respect to the purchase or sale of any instrument. The information contained in this presentation may include results of analyses from a quantitative model which
represent potential future events that may or may not be realized, and is not a complete analysis of every material fact representing any product. Any estimates included herein constitute our judgment as of the date hereof
and are subject to change without any notice. We and/or our affiliates may make a market in these instruments for our customers and for our own account. Accordingly, we may have a position in any such instrument at any
time.

Although this material may contain publicly available information about Citi corporate bond research, fixed income strategy or economic and market analysis, Citi policy (i) prohibits employees from offering, directly or
indirectly, a favorable or negative research opinion or offering to change an opinion as consideration or inducement for the receipt of business or for compensation and (ii) prohibits analysts from being compensated for
specific recommendations or views contained in research reports. So as to reduce the potential for conflicts of interest, as well as to reduce any appearance of conflicts of interest, Citi has enacted policies and procedures
designed to limit communications between its investment banking and research personnel to specifically prescribed circumstances.

[TRADEMARK SIGNOFF: add the appropriate signoff for the relevant legal vehicle]

© 2008 Citigroup Global Markets Inc. Member SIPC. All rights reserved. Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its affiliates and are used and registered throughout
the world.

© 2008 Citigroup Global Markets Limited. Authorized and regulated by the Financial Services Authority. All rights reserved. Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its
affiliates and are used and registered throughout the world.

© 2008 Citibank, N.A. All rights reserved. Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its affiliates and are used and registered throughout the world.
© 2008 Citigroup Inc. All rights reserved. Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its affiliates and are used and registered throughout the world.

© 2008 [Name of Legal Vehicle] [Name of regulatory body.] All rights reserved. Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its affiliates and are used and registered throughout
the world.

In January 2007, Citi released a Climate Change Position Statement, the first US financial institution to do so. As a sustainability leader in the financial sector, Citi has taken concrete steps to address this important
issue of climate change by: (a) targeting $50 billion over 10 years to address global climate change: includes significant increases in investment and financing of alternative energy, clean technology, and other carbon-
emission reduction activities; (b) committing to reduce GHG emissions of all Citi owned and leased properties around the world by 10% by 2011; (c) purchasing more than 52,000 MWh of green (carbon neutral) power
for our operations in 2006; (d) creating Sustainable Development Investments (SDI) that makes private equity investments in renewable energy and clean technologies; (e) providing lending and investing services to
clients for renewable energy development and projects; (f) producing equity research related to climate issues that helps to inform investors on risks and opportunities associated with the issue; and (g) engaging with
a broad range of stakeholders on the issue of climate change to help advance understanding and solutions.

Citi works with its clients in greenhouse gas intensive industries to evaluate emerging risks from climate change and, where appropriate, to mitigate those risks.

efficiency, renewable energy & mitigation



