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The Digital Money Format Race

The battle between physical and digital money recedes. The contest is between different formats of digital money:
liabilities vs non-liabilities, regulated vs non-regulated, and tokens vs accounts formats.
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The descriptions, categorizations and regulatory treatment of types of digital assets or crypto assets are dynamic in nature and Citi continues to monitor key developments.



The Tokenization Thesis

Those who believe that the future of financial services is tokenized think that blockchain can deliver always-
on, multi-asset, programmable infrastructures that will deliver industry efficiencies and innovation:

« Non-sovereign currencies o 24*7

« Commodity forms of money * Multi-asset

* Anonymity/pseudonymity « State machine
* Proof of work * Programmable
» Legal uncertainty * Resilient

« Tokenomics * Innovation




RLN Paradigm Shift: Money on the Network

THE MESSAGING PARADIGM
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The money is in the network
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The Regulated Liability Network Concept

The Regulated Liability Network (RLN) is an FMI operating a shared ledger with all sovereign money on the same
chain including: central bank money, commercial bank money and electronic money.

-
REGULATED LIABILITY NETWORK FMI ALWAYS ON
4 N 4 \ 4 A {’_______________. _______
Central Bank Commercial Bank E-Money i Stab!e_com
Partitions Partitions Partitions I : Partitions . PROGRAMMABLE
I Subject to regulation
Central Bank Commercial Bank E-Money : .
Liabilities Liabilities Liabilities . Stablecoin
| Liabilities MULTI-ASSET
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* Maintain the ‘two tier’ system — not only customer interface but * Include central bank money from multiple jurisdictions, creating
also balance sheet Global RTGS capability
» Defuse the disintermediation effect of ‘narrow’ CBDC proposals * Next generation of multi-currency settlement infrastructure,
 Avoid the fragmentation caused by the development of individual addressing CPMI/BIS work on cross border
‘bank coins’ » Explore less siloed financial system — multi-asset infrastructure
N\,
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The regulation of certain types of digital assets or crypto assets (including stablecoins, CBDCs, etc.) continues to be discussed at the global level and in certain key
jurisdictions, notwithstanding that some jurisdictions (such as the European Union) may be ahead in establishing regulatory regime.



US RLN Proof of Concept Results

Business Applicability Report

Business Report Findings

The PoC demonstrated that the basic operations of
the RLN concept can effectively provide domestic
and cross-border credit transfers

Global payments in USD could be significantly
improved through a system like RLN with 24*7
availability and increased operational efficiency

The creation of a global instant dollar payment
system would augment USD as an international
settlement currency and facilitate global trade
and financial settlements

Technical Feasibility

* The technical sandbox successfully met all
functional requirements to deliver the RLN
concept

* The PoC demonstrated potential to deliver a
payments system that can process and settle 24x7
in near-real time, support interoperability, ensure
privacy, facilitate programmability through smart
contracts, and deliver capital efficiency

* The PoC demonstrated the RLN concept is

technology agnostic, and not reliant on a specific
technology

Non-functional requirements were not in scope

Legal Viability

A payment system based on the RLN concept could
likely be created within existing rules and
regulations, most likely as a Financial Market
Utility (FMU) and funds transfer system

Deposit tokens should be considered equivalent to
normal bank deposits in all respects, including
FDIC insurance

Within the RLN construct, wCBDC should be
considered as equivalent to normal bank reserves

Finality of settlement can be achieved within the
RLN
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A New Layer for the Regulated Financial System?
MESSAGING ERA TOKENIZED ERA
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Industry secure messaging layer
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Disclaimers

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 not intended 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.

This communication is provided for informational purposes only and may not represent the views or opinions of Citigroup Inc. or its affiliates (collectively, “Citi”), employees or officers. The information contained
herein does not constitute and shall not be construed to constitute legal, investment, tax and/or accounting advice by Citi. Citi makes no representation as to the accuracy, completeness or timeliness of such
information. This communication and any documents provided pursuant hereto should not be used or relied upon by any person/entity (i) for the purpose of making regulatory decisions or (ii) to provide regulatory
advice to another person/entity based on matter(s) discussed herein. Recipients of this communication should obtain guidance and/or advice, based on their own particular circumstances, from their own legal,
investment, tax or accounting 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 or firm offer and
does not obligate us to enter into such a commitment, nor are we acting as a fiduciary to you. By accepting this presentation, subject to applicable law or regulation, you agree to keep confidential the information
contained herein and the existence of and proposed terms for any 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 1D
number. We may also request corporate formation documents, or other forms of identification, to verify information provided.

Certain Services and/or products mentioned in this communication may contain provisions that refer to a reference or benchmark rate which may change, ceases to be published or be in customary market usage,
become unavailable, have its use restricted and/or be calculated in a different way. As a result, those reference or benchmark rates that are the subject of such changes may cease to be appropriate for the
services and/or products mentioned in this communication. The services and/or products mentioned in this communication reflect Citi’s service and/or product offering at the date of communication but this may be
subject to change from time to time.

We encourage you to keep up to date with the latest industry developments in relation to benchmark transitioning and to consider its impact on your business. You should consider, and continue to keep under
review, the potential impact of benchmark transitioning on any existing services and/or product you may have with Citi, or any new services (you avail) and/or product you enter into with Citi. Citi does not provide
advice, or recommendations on the suitability of your service and/or product choice including with respect to any benchmark transitioning on any existing service and/or product you have with Citi. You should
obtain professional independent advice (tax, accounting, regulatory, legal, financial or otherwise) in respect of the suitability of your service and/or products in light of benchmark transitioning as you consider
necessary.

The services and/or products mentioned in this communication reflect Citi’s service and/or product offering at the date of communication, but this may be subject to change from time to time.

© 2023 Citibank, N.A. All rights reserved. Citi, Citi and Arc Design and other marks used herein are service marks of Citigroup Inc. or its affiliates, used and registered throughout the world.
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