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1. Introduction

The purpose of this document is to disclose the levels of protection associated with the different
levels of segregation that Citibank N.A., London Branch (we) provides in respect of securities
that we hold directly for clients with the central securities depository located in Switzerland (the
CSD) including a description of the main legal implications of the respective levels of
segregation offered and information on the insolvency law applicable. Article 73 paragraph 2
FMIA requires us to offer clients different types of segregated accounts (as defined below).
Furthermore, under Article 73 paragraph 4 FMIA we are obliged to publish the differences in
levels of protection offered depending on the type of segregated account.

Definitions of some of the key technical terms used in this document are set out in the appended
glossary.

This document is not intended to constitute legal or other advice and should not be relied upon
as such. Clients should seek their own legal advice if they require any guidance on the matters
discussed in this document.

2. Background

We record each client’s individual entitlement to securities that we hold for that client in one or
more client securities accounts established and maintained for such client in our own books and
records pursuant to the terms of the custodial services agreement between the client and us.
We also open accounts with the CSD in which we hold clients’ securities. We currently make
two types of accounts with the CSD available to clients: Individual Client Segregated Accounts
(ISAs) and Omnibus Client Segregated Accounts (OSAS).

An ISA is used by us to hold the securities of a single client and therefore the client’s securities
are held by us in a CSD account which is separate from accounts used to hold the securities of
other clients and our own proprietary securities.

An OSA is used by us to hold the securities of a number of clients on a collective basis.
However, in accordance with Article 73 paragraph 1 of the FMIA we do not hold our own
proprietary securities in OSAs.

3. Main legal implications of levels of segregation
Insolvency

Clients’ legal entitlement to the securities that we hold for them directly with the CSD would not
be affected by our insolvency, whether those securities were held in ISAs or OSAs.

The distribution of the securities in practice on an insolvency would depend on a number of
factors, the most relevant of which are discussed below.

Application of U.S. insolvency law

As the London branch of a U.S. insured depository institution, if we were to become insolvent or
in certain other events, we would be subject to U.S. authority exercised by the FDIC, including
its ability to institute U.S. resolution proceedings (see glossary) and, as receiver, act on our U.S.
resolution plan (see glossary).

Under the provisions of law applicable to U.S. national banking associations (including
requirements specified by the U.S. Office of the Comptroller of the Currency (OCC)) and the
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provisions of law applicable to national banks, structural risk mitigants which provide client
protections include that client securities are not held on our balance sheet as our assets and
client securities are required to be separately identifiable and fully segregated from our assets.
Under the U.S. Federal Deposit Insurance Act and other applicable U.S. law with regard to
insolvency, securities that we held on behalf of clients would not form part of our estate in
resolution, would not be subject to the claims of our general creditors and would not be available
to the FDIC, as receiver, for any purpose other than distribution to applicable clients or upon
clients' instructions (except for transfer to a successor custodian appointed by the FDIC).

As a consequence, it would not be necessary for clients to make a claim in our insolvency as a
general unsecured creditor in respect of those securities. Securities that we held on behalf of
clients would also not be subject to any authority of the FDIC, as receiver, which may be applied
to us to limit or reduce any of our obligations in the implementation of our U.S. resolution plan.

Application of English insolvency law

Our London branch may also be subject to insolvency proceedings in England which would be
governed by English insolvency law.

Under English insolvency law, securities that we held on behalf of clients would not form part of
our estate on insolvency for distribution to creditors, subject to any security interest we may
have and provided that they remained the property of the clients. Rather, they would be
deliverable to clients in accordance with each client’s proprietary interests in the securities.

As a result, it would not be necessary for clients to make a claim in our insolvency as a general
unsecured creditor in respect of those securities. Securities that we held on behalf of clients
would also not be subject to any bail-in process in England (see glossary) which may be applied
to us if we were to become subject to English resolution proceedings (see glossary).

Accordingly, where we hold securities in custody for clients and those securities are considered
the property of those clients rather than our own property, they should be protected on our
insolvency or resolution. This applies whether the securities are held in an OSA or an ISA.

Nature of clients’ interests

Although our clients’ securities are recorded in our name at the relevant CSD, we hold them on
behalf of our clients, who are considered as a matter of law to have a beneficial ownership
interest in those securities. This is in addition to any contractual right a client may have against
us to have the securities delivered to them.

This applies both in the case of ISAs and OSAs. However, the nature of clients’ interests in ISAs
and OSAs is different. In relation to an ISA, each client is beneficially entitled to all of the
securities held in the ISA attributable to that client. In the case of an OSA, as the securities are
held collectively in a single account, each client is normally considered to have an undivided
beneficial interest in all securities in the account proportionate to its holding of securities as
recorded in our books and records.

Our books and records constitute evidence of our clients’ beneficial interests in the securities.
The ability to rely on such evidence would be particularly important on our insolvency and in the
case of an OSA, since no records of individual clients’ entittements would be held by the
relevant CSD.

ey

citi



We are subject to the OCC's supervisory guidance for the provision of custody services
(Custody Services Guidance) and the client asset rules of the UK Financial Conduct Authority
(CASS Rules), which contain detailed requirements as to the maintenance of accurate books
and records and the reconciliation of our records against those of the CSD with which accounts
are held. We are also subject to regular examinations (in the US) and audits (in the UK) in
respect of our compliance with those requirements. Subject to the maintenance of books and
records in accordance with the Custody Services Guidance and the CASS Rules, clients should
receive the same level of regulatory protection on insolvency from both ISAs and OSAs.

Shortfalls

If there were a shortfall between the number of securities that we are obliged to deliver to clients
and the number of securities that we hold on their behalf in either an ISA or an OSA, this could
result in fewer securities than clients are entitled to being returned to them on our insolvency.
The way in which a shortfall could arise would be different as between ISAs and OSAs (see
further below).

How a shortfall may arise

We do not permit clients to make use of or borrow securities belonging to other clients for intra-
day settlement purposes, even where the securities are held in an OSA, in order to reduce the
chances of a shortfall arising as a result of the relevant client failing to meet its obligation to
reimburse the OSA for the securities used or borrowed.

Where we have been requested to settle a transaction for a client and that client has insufficient
securities held with us to carry out that settlement, in the case of both an ISA and an OSA, we
only carry out the settlement once the client has delivered to us the securities needed to meet
the settlement obligation.

However, a shortfall could arise as a result of inadvertent administrative error or operational
issues.

Nothing in this paragraph should be construed to override any obligation that the client owes us
in respect of any irrevocable payment or delivery obligations (as these terms are defined in the
custodial services agreement which we have in place with the client as amended or
supplemented from time to time) which we incur in settling that client's trades.

Treatment of a shortfall

In the case of an ISA, the whole of any shortfall on the relevant account would be attributable to
the client for whom the account is held and would not be shared with other clients for whom we
hold securities. Similarly, the client would not be exposed to a shortfall on an account held for
another client or clients.

In the case of an OSA, the shortfall generally would be shared among the clients with an interest
in the OSA, pro rata in accordance with the amounts of their respective interests. Therefore, a
client may be exposed to a shortfall even where securities have been lost in
circumstances which are completely unrelated to that client's interest in the OSA.

The risk of a shortfall arising is, however, mitigated as a result of our obligation under the CASS
Rules in certain situations to set aside our own cash or securities to cover shortfalls identified
during the process of reconciling our records with those of the CSD.
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If a shortfall arose for which we are liable to clients, and we do not set aside our own cash or
securities to cover the shortfall, the clients may have a claim against us for any loss suffered. If
we were to become insolvent prior to covering a shortfall as required by the CASS Rules, clients
would rank as general unsecured creditors for any amounts owing to them in connection with
such a claim. Clients would therefore be exposed to the risks of our insolvency, including the
risk that they may not be able to recover all or part of any amounts claimed.

In these circumstances, clients could be exposed to the risk of loss on our insolvency. If
securities were held in an ISA, the entire loss (equal to the shortfall) would be borne by the client
for whom the relevant account was held. If securities were held in an OSA, each of the clients
with an interest in that account would bear a loss generally equal to the client's pro rata share of
the shortfall.

In order to calculate clients’ shares of any shortfall in respect of an OSA, each client’s
entitlement to securities held within that account would need to be established as a matter of law
and fact based on our books and records. Any shortfall in a particular security held in an OSA
would then be allocated among all clients with an interest in that security in the account. It is
likely that this allocation would be made rateably between clients with an interest in that security
in the OSA, although arguments could be made that in certain circumstances a shortfall in a
particular security in an OSA should be attributed to a particular client or clients. It may
therefore be a time consuming process to confirm each client’s entitlement. This could give rise
to delays in returning securities and initial uncertainty for a client as to its actual entitlement on
an insolvency. Ascertaining clients' entitlements could also give rise to the expense of litigation,
which could be paid out of clients' securities in the event of our insolvency.

Security interests
Security interest granted to a third party other than a CSD

Security interests granted over clients’ securities (which for the avoidance of doubt must always
be granted in accordance with the terms of the custodial services agreement and/or additional
contractual agreements that we have in place with them) could have a different impact in the
case of ISAs and OSAs.

Where the client purports to grant a security interest over its interest in securities held by us in
an OSA and the security interest was asserted against the CSD with which the account was
held, there could be a delay in the return of securities from that account to all clients holding
securities in the relevant account. However, in practice, we would expect that the beneficiary of
a security interest over a client’s securities would perfect its security by notifying us rather than
the relevant CSD and would seek to enforce the security against us rather than against such
CSD, with which it had no relationship. We would also expect the CSDs to refuse to recognise a
claim asserted by anyone other than ourselves as account holder.

Furthermore, CASS Rules restrict the situations in which we may grant a security interest over
securities held in a client account.

Security interest granted to CSD

Whether or not the CSD may benefit from a security interest will be regulated by the CSD's own
rules. Such rules may also regulate the CSD's approach to enforcement of such security
interest. Should the CSD benefit from a security interest over securities held for a client, there
could be a delay in the return of securities to a client (and a possible shortfall) in the event that
we failed to satisfy our obligations to the CSD and the security interest was enforced. This
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applies whether the securities are held in an ISA or an OSA. However, in practice, we would
expect that a CSD would first seek recourse to any securities held in our own proprietary
accounts to satisfy our obligations and only then make use of securities in client accounts. We
would also expect a CSD to enforce its security rateably across client accounts held with it.

Furthermore, the CASS Rules restrict the situations in which we may grant a security interest
over securities held in a client account.

Corporate actions

Where securities are held in an ISA and the client is entitled to a fractional entittement on a
corporate action, it is possible that the client would not in practice benefit from that fractional
entittement. However, where securities are held in an OSA, fractional entitlements may be
received on an aggregated basis and therefore it is more likely that the clients may be able to
benefit from some or all of those fractional entitlements.

Our insolvency may also have an impact on our ability to collect any entitlements, such as
dividends, due on clients’ securities held in an ISA or OSA or exercise any voting rights in
respect of those securities.

4, CSD disclosures

As of the date of this disclosure we are not aware of any separate disclosures under FMIA
having been prepared or published by the CSD. Should any such disclosures be made by the
CSD in the future, they will not be reviewed by us and clients would be relying on them at their
own risk.
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GLOSSARY

bail-in refers to the process under the Banking Act 2009 applicable to failing UK banks and
investment firms under which the firm’s liabilities to clients may be modified, for example by
being written down or converted into equity.

Central Securities Depository or CSD is an entity which records legal entitlements to
dematerialised securities and operates a system for the settlement of transactions in those
securities

direct participant means an entity that holds securities in an account with a CSD and is
responsible for settling transactions in securities that take place within a CSD. A direct
participant should be distinguished from an indirect participant, which is an entity, such as a
global custodian, which appoints a direct participant to hold securities for it with a CSD.

FDIC means the U.S. Federal Deposit Insurance Corporation.

Federal Act on Intermediated Securities or FISA which regulates the custody of certificated
and uncertificated securities by custodians and their transfer.

Financial Markets Infrastructure Act or FMIA refers to FinfraG
(Finanzmarktinfrastrukturgesetz), a Swiss law which sets out rules applicable to CSDs and their
participants.

Individual Client Segregated Account or ISA refers to an account where the securities of a
single client are held.

Omnibus Client Segregated Account or OSA refers to an account where the securities of a
number of clients are held on a collective basis.

UK resolution proceedings are proceedings for the resolution of failing UK banks and
investment firms under the Banking Act 2009.

U.S. resolution proceedings are proceedings for the resolution of failing insured depository
institutions under Sections 11 and 13 of the U.S. Federal Deposit Insurance Act.

U.S. resolution plan means our resolution plan, commonly known as a living will, periodically
submitted for approval to the FDIC pursuant to Part 360.10 of the FDIC’s regulations, that
describes our strategy for rapid and orderly resolution of our businesses (including, in whole or
in part, continuation, reorganization, transfer or liquidation) in the event of our insolvency or
similar event.
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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.

In any instance where distribution of this communication is subject to the rules of the US Commodity Futures Trading
Commission (“CFTC?), this communication constitutes an invitation to consider entering into a derivatives transaction under U.S.
CFTC Regulations 88 1.71 and 23.605, where applicable, but is not a binding offer to buy/sell any financial instrument.

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 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.

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.

© 2017 Citibank E Plc. Authorised and regulated by the Financial Conduct 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.

Citi believes that sustainability is good business practice. We work closely with our clients, peer financial institutions, NGOs and other
partners to finance solutions to climate change, develop industry standards, reduce our own environmental footprint, and engage with
stakeholders to advance shared learning and solutions. Highlights of Citi’s unique role in promoting sustainability include: (a) releasing in
2007 a Climate Change Position Statement, the first US financial institution to do so; (b) targeting $50 billion over 10 years to address global
climate change: includes significant increases in investment and financing of renewable energy, clean technology, and other carbon-
emission reduction activities; (c) committing to an absolute reduction in GHG emissions of all Citi owned and leased properties around the
world by 10% by 2011; (d) purchasing more than 234,000 MWh of carbon neutral power for our operations over the last three years;
(e) establishing in 2008 the Carbon Principles; a framework for banks and their U.S. power clients to evaluate and address carbon risks in
the financing of electric power 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



