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The Distributed Ledger Thesis

Those who believe that the future of financial services is tokenization believe that blockchain can deliver
always on, multi-asset and programmable infrastructures:
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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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Sovereign currency Non-Sovereign currency

Liability of regulated institution: promise to pay a known entity on demand at par value Non-liability instruments, unregulated issuers

Account based representation: double entry bookkeeping Token based representation
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Source: Citi Global Insights
For more details, see our Citi GPS: Future of Money — Crypto, CBDCs and 21st Century Cash



https://ir.citi.com/6kaLOQ3DM84cUKeGSN0Vh2aTe7bi%2F%2BYrozLZ%2FuyAz5OHKIII0RFdq2LkPxTRKvFdnKelEwDGV9c%3D
https://ir.citi.com/6kaLOQ3DM84cUKeGSN0Vh2aTe7bi%2F%2BYrozLZ%2FuyAz5OHKIII0RFdq2LkPxTRKvFdnKelEwDGV9c%3D
https://ir.citi.com/6kaLOQ3DM84cUKeGSN0Vh2aTe7bi%2F%2BYrozLZ%2FuyAz5OHKIII0RFdq2LkPxTRKvFdnKelEwDGV9c%3D

The Regulated Liability Network Explained

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.
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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
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RLN US Proof of Concept

The Regulated Liability Network (RLN) represents a proposed next generation Financial Market Infrastructure (FMI)

Features & Benefits:

The US Proof of Concept Proof of Concept Scope
12-week Proof of Concept (PoC), from » Sandbox environment: dummy o Safeguards national
November to February, with industry transactions and data (no PlII) currency sovereignty
partmpgnts including the Federal Re_serve * Simulated liability issuance & Concept supports all
Innovation Center and a host of leading redemption regulated money:
banks. . central bank,

* USD Scope: both domestic and cross- commercial bank and e-

border use cases money

Intended to be operable
Structure White Paper within the current

* Business Workstream: value generated
* Tech Workstream: functional capability
¢ Legal Workstream- legal nermisgibility

A detailed exposition of the regulatory construct

design and purpose of the Lays foundation for
concept: future innovation

Regulated Liability Network BNY MELLON

Potential framework for
global interoperability
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https://regulatedliabilitynetwork.org/

RLN potential benefits

Consistency and Predictability Data Transparency and Interoperability
Establishes a single framework & Synchronized ledgers aim to eliminate
standards for simultaneous real- data siloes and offers standardized data

time clearing & settlement throughout payment lifecycle

Speed
Prospect of instantaneous
movement of USD; reducing

average time to process and post @

a transaction

Liquidity
May reduce liquidity locked in
existing settlement cycle

Availability —\ Operational Efficiency
May enable a global, 24/7 USD Offers potential to eliminate some
synchronized infrastructure manual middle & back-office
removing availability limitations operations through use of smart
(weekends / holidays) contracts
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Conclusion
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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.

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 ID
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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