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Jacksonville, IL 62651 _ Public

Re:  Citigroup Inc. Availability:___3-/7-05
Incoming letter dated March 6, 2009 ' :

Dear Mr. Koeppel:

This is in response to your letter dated March 6, 2009. In that letter, you
requested that the Commission review the Division of Corporation Finance’s
February 3, 2009 no-action letter regarding the shareholder proposal submitted to Citi by
the Central Laborers’ Pension Fund. We have also received a letter from Citi dated
March 16, 2009. ,

Under Part 202.1(d) of Section 17 of the Code. of Federal Regulations, the .
Division may present a request for Commission review of a Division no-action response
relating to Rule 14a-8 under the Exchange Act if it concludes that the request involves
“matters of substantial importance and where the issues are novel or highly complex.”
We have applied this standard to your request and determined not to present your request
to the Commission.

Sincerely,

Thomas J. Kim
Chief Counsel & Associate Director

cc:  Shelley J. Dropkin’
General Counsel, Corporate Governance
Citigroup Inc. .
425 Park Avenue
2nd Floor ,
New York, NY 10022
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March 6, 2009

Director

Division of Corporation Finance

U.S. Securities and Exchange Commission
100 F Street, N.E.

Washington, D.C. 20549

Re: Request for Submission of the Staff No-Action Letter to Citigroup, Inc.
(Feb. 3, 2009) to the Full Commission for Review

Dear Sir or Madam:

On February 3, 2009, the Division of Corporation Finance staff ("Staff") issued a no-
action letter ("No-Action Letter") to Citigroup Inc.(“Citigroup” or "Company") advising
that the Staff would not recommend enforcement action to the Securities and Exchange
Commission ("Commission") if the Company omits from its proxy statement for its
2009 annual meeting a shareholder proposal ("Proposal") submitted by the Central
Laborers’ Pension, Welfare & Annuity Funds ("Fund") pursuant to Rule 14a-8 under
the Securities and Exchange Act of 1934, as amended ("Exchange Act"). We
respectfully request that the Division of Corporation Finance submit the Staff decision
to the full Commission for review.

Basis of the Request for Commission Review

The Proposal submitted by the Fund requests that Citigroup’s Board of Directors initiate
a process to amend the Company’s Corporate Governance Guidelines to adopt and
disclose a detailed CEO succession planning policy. The Company prevailed before the
Staff with its argument that matters relating to CEO succession planning are “core
management functions that fall squarely within management’s day-to-day operation of
the Company.” In advising the Company that it will not recommend enforcement action
to the Commission if Citigroup omits the proposal from its proxy materials, the Staff
stated: ““There appears to be some basis for your view that Citi may exclude the
proposal under rule 14a-8(i)(7), as relating to Citi’s ordinary business operations (i.e.,
the termination, hiring, or promotion of employees).”

Pursuant to Section 202.1(d) of the SEC Rules of Practice, the Commission may review
issues "which involve matters of substantial importance and where the issues are novel
or highly complex." We believe that the issuance of the No-Action Letter, which allows
exclusion of the shareholder proposal regarding CEO succession planning on ordinary
business grounds, involves a matter of substantial importance to all shareholders and
meets the standard for Commission review.



Citigroup’s History of “Flawed” Succession Planning and Other Extraordinary
Challenges Facing the Company

Reviewing recent history at Citigroup yields a perspective that demonstrates the
Company fails to prove the Fund’s succession planning proposal is a matter of ordinary
business. In a Financial Times article dated May 22, 2008, it was reported that

Sandy Weil, Citigroup’s former chairman and chief executive, has acknowledged
that the planning that led to the choice of Chuck Prince as his successor in 2003 was
. flawed and turned out not to be the ‘right thing’ for the company.

Business Week recently published a story entitled “An Embarrassment of Succession
Fiascoes: The Main cause of the messes at Citigroup and Merrill Lynch is their boards’
failures to develop authentic leaders and succession plans” (Nov. 29, 2007). This article
posed the questions:

What were the boards of Citigroup and Merrill Lynch doing all this time? How
often did they take a hard look at the leadership below Chuck Prince and Stan
O’Neal to develop successors? Did they monitor the CEOs’ performances closely
enough to know what was going on and understand the risks of not having
succession plans?

Citigroup shareholders have lost tens of billions of dollars of their investment in the
Company. The Fund and other shareholders have good reason to lack confidence in the
Company and fear that the remainder of our investment is at risk. Just in the past week,
the Financial Times reported that “Fears of a nationalization of Citigroup and Bank of
America shook global markets yesterday, sending shares in the troubled banks tumbling
and dragging down the entire financial sector.” “Fears rock markets over state
ownership,” February 21, 2009. The Wall Street Journal asked “Is this Citigroup rally
one that investors can finally believe in?” “Government Rebuilds a Lost Citi,” February
24, 2009. The Journal report continued:

It depends on how the government ends up converting its large preferred stake
in the bank to common stock. In a joint statement Monday, the Treasury and
regulators said banks shouldn’t be owned by the government, and should have a
high-quality capital base.

Such a move would strengthen tangible common equity, or TCE, a measure of
capital strength. Federal officials are considering such a swap at Citi, whose
shares leaped 9.7% Monday. [to $2.14!]

However, there would be hard choices. Assume the government wants a
maximum stake of 40% in Citi’s common equity. Citi has 5.92 billion shares
outstanding, on a diluted basis, so the government would need to add about 3.95
billion shares for a 40% holding. . . .

If putting Citi’s TCE worries to rest once and for all is the government’s aim, it
has two options: Owning more than half Citi or paying a big premium.
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The New York Times ran an article on February 24, 2009, entitled «3™ Rescue Would
Give U.S. 40% of Citigroup” that reported:

Nationalization, at least a partial one, seems inevitable for Citigroup. As
Washington prepares to tighten its grip on the struggling company, the
implications — for the troubled financial giant and the rest of the industry — are
starting to sink in.

Under a plan federal regulations were discussing on Monday, the government
may end up owning as much as 40 percent of Citigroup, which has already
grabbed two multibillion-dollar lifelines from Washington. . . .

‘What is the big deal?’ said Charles R. Geisst, a financial historian. ‘They are
wards of the state anyway.’

A big question is whether the government will press to replace Vikram S.
Pandit, Citigroup’s chief executive. Citigroup insiders insist that Mr. Pandit,
who inherited many of the problems at the company when he became chief
executive in late 2007, has the government’s backing. Analysts say it would be
hard to find someone willing to take his job.

Finally, on February 28, 2009, the New York Times reported in an article entitled “U.S.
Agrees to Raise Its Stake in Citigroup” that the U.S. federal government will increase it
stake in Citigroup to 36 percent. The article noted:

In its most daring bid to stabilize Citigroup, one of the nation’s largest and most
troubled financial institutions, the Treasury Department announced on Friday
-that it would vastly increase its ownership of the struggling company.

After two multibillion-dollar lifelines failed to shore up Citigroup, the
government will increase its stake to 36 percent, from 8 percent.

The chief executive, Vikram S. Pandit, will remain, but Citigroup will shake up
its board so that it has a majority of new independent directors, a move that
federal regulators had been pursuing.

[T)he deal will severely dilute Citigroup’s existing shareholders, who will now
hold 26 percent of the bank’s outstanding shares.

In sum, today’s events demonstrate conclusively that the issue of determining CEO
succession is not a matter of ordinary business. Ten years ago a share of Citigroup
traded at $27.71; five years ago at $49.84; two years ago at $53.77; and at the close on
February 27, 2009, a share was $1.57, a 36 percent decline from just one day earlier.
Citigroup has had three CEOs plus interim CEOs in roughly the last five years. The
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news is dominated by questions about whether Citigroup, among other banks, will be
nationalized and, if so, whether that will lead to the replacement of the current CEO.
Sandy Weil, the person most associated with Citigroup’s rise, has publicly stated that
the CEO succession process was “flawed” and “turned out not to be the right thing for
the Company.” The federal government is Citigroup’s largest shareholder and the rest
of the shareholders have every reason to seek accountability from the board of directors
by learning what plans it has regarding CEO succession.

In the face of this history and these challenging times, the Fund submitted a modest
proposal: [T]hat the Board of Directors initiate the appropriate process to amend the
Company’s Corporate Governance Guidelines (“Guidelines”) to adopt and disclose a
written and detailed succession planning policy. The Company relied on Rule 14a-
8(i)(7) to argue that this was a matter of ordinary business, no more than “the hiring and
retention of employees.” The Staff concurred, finding that the proposal “relat[ed] to
Citi’s ordinary business operations (i.e., the termination, hiring, or promotion of
employees).” We respectfully submit that there is nothing about the Fund’s proposal or
the challenges facing Citigroup or other companies that represent matters of “ordinary

business.”
The Fund’s Propoesal Involved a Matter of Substantial Importance

The Fund must first demonstrate that the Proposal involves a matter of substantial
importance to justify our request for review. Clearly, the challenges facing Citigroup
are unprecedented and historic. No issue is arguably more important than who will
guide the Company during these times. Moreover, while these challenges are
pronounced at Citigroup, the issue of CEO succession planning is critically important at
all publicly-traded companies.

The National Association of Corporate Directors in collaboration with Mercer Delta
Consulting, LLC, issued a report entitled “The Role of the Board in CEO Succession:
A Best Practices Study.” This study stated:

Clearly, boards are thinking and behaving differently when it comes to CEQ
succession. The directors interviewed for this study explicitly said that
succession has become the board’s top concern. ‘A board’s biggest
responsibility is succession planning,” said a director of a large technology firm
who serves on several boards. ‘It’s the one area where the board is completely
accountable, and the choice has significant consequences, good and bad, for the
corporation’s future.

The HayGroup published a report entitled “What Makes the Most Admired Companies
Great: Board Governance and Effective Human Capital Management” in 2007.
Regarding CEO succession, the report noted:

¢ One of the most critical functions of a board of directors is selection of the
CEO.



o Increased turnover in CEO positions in companies worldwide in recent years
illustrates that effective succession planning has become an ever more
important concern.

The Corporate Library, a well-respected corporate governance research firm, released a
Commentary entitled “CEO Succession Planning: Quelling Market Uncertainty” last
spring. It stated in part:

While the disclosure of executive succession planning is not SEC-regulated,
increasing media scrutiny of the comings and goings of corporate CEOs would
suggest the benefit of maintaining clear and stable management succession in a
time of market turmoil and uncertainty. It would be a mistake to underestimate
the overall effect of shareholder confidence on a company’s short- and long-
term stock value and, as we have seen, having the right successor in place can
have a dramatic effect on that confidence.

In a recent article in Directors Monthly, a publication of the National Association of
Corporate Directors (“NACD”), “The Role of the Board in CEO Succession,” Sept.
2006, it was stated. “Marking a dramatic shift in the perceived balance of power
between CEOs and boards, half the directors in a new study said the board, not the
CEO, should drive the CEO succession process.”

Even though Citigroup prevailed in its argument that succession planning is a core
management function, the Company acknowledged that it is really a matter of board
responsibility. The Company stated in its no-action request that

Ensuring that a corporation is prepared for the planned or unplanned departure
of its CEO is a fundamental duty of the Board of Directors, because the role of
the CEO is critical to the success of a corporation’s day-to-day business
operations, as well as its long-term business strategy.

The Company’s Corporate Governance Principles provide in pertinent part:

Succession Planning The Nomination and Governance Committee, or a
subcommittee thereof, shall make an annual report to the Board on succession
planning. The entire Board shall work with the Nomination and Governance
Committee, or a subcommittee thereof, to nominate and evaluate potential
successors to the CEO.

Clearly, succession planning is a matter of substantial importance.

The Proposal Presents a Novel Issue

The Fund must also demonstrate that the Proposal presents an issue that is novel or
highly complex. The Proposal provides in pertinent part:

Resolved: That the shareholders of Citigroup, Inc. hereby request that the Board
of Directors initiate the appropriate process to amend the Company’s Corporate
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Governance Guidelines (“Guidelines”) to adopt and disclose a written and
detailed succession planning policy, including the following specific features:

e The Board of Directors will review the plan annually;

e The Board will develop criteria for the CEO position which will reflect
the Company’s business strategy and will use a formal assessment
process to evaluate candidates;

The Board will identify and develop internal candidates;

¢ The Board will begin non-emergency CEO succession planning at least 3
years before an expected transition and will maintain an emergency
succession plan that is reviewed annually;

o The Board will annually produce a report on its succession plan to
shareholders.

The Proposal raises the novel issue whether the board should be accountable to
shareholders to incorporate certain best practices into its CEO succession planning
process and then report to shareholders on its succession plan. As noted above, CEO
succession planning is changing. No longer is a company’s CEO considered entitled to
handpick his successor. The NACD has noted a dramatic shift, when it comes to CEO
succession planning, in the balance of power from CEOs to boards.

Despite this, Citigroup argued, and the Staff concurred, that CEO succession planning
was a “core management function[]” that “fall[s] squarely within management’s day-to-
day operation of the Company.” The Fund’s Proposal raises for the first time which
view should prevail; i.e., is CEO succession planning exclusively a management
concern or one for which the board must be involved and accountable to shareholders.

Our review of the no-action precedent reveals that this issue has not been confronted by
the SEC or its Staff, except in regard to substantially-similar proposals filed very
recently in which the Staff has relied on 14a-8(i)(7) to exclude them." Besides these
proposals, the only precedent appears to be found in Lesco, Inc. (March 20, 2001). In
Lesco, the proponent requested that

[T]he Board of Directors take the necessary steps to immediately have the
independent directors take responsibility for CEO succession by creating a
separate committee of independent directors . . . specifically dedicated to
succession planning and the internal development of promising executives as a
part of the Company’s short and long term strategy.

The Company unsuccessfully challenged the proposal on 14a-8(i)(3) and (i)(10)
grounds. While finding that a couple of sentences of the supporting statement should be
revised, the Staff did not concur that the proposal was excludable either as false and

' We note that Laborers’ funds have filed a substantially-similar proposal at several companies in the past

year and that those have been allowed to be excluded under Rule 14a-8(i)(7). The no-action decisions

contain virtually no discussion or reasoning and so we believe that they do not represent useful precedent

or preclude our Fund from now seeking review of the Staff’s exclusion of the Proposal in the instant case.
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misleading or on substantial-implementation grounds. The proposal was not challenged
as a matter of ordinary business under 14a-8(i)(7).

Further, a review of the no-action cases cited by Citigroup reveals that the proposals at
issue in them did not involve CEO succession planning, but rather individual
proponent’s attempts to micromanage the companies and oust CEOs with whom they
had problems. In Walit Disney Company (Dec. 16, 2002) the proposal provided:

Proposal: (2) That Mr. Michael Eisner and his management team, be removed
from the corporation employment, terminating their contracts, due to what has
the appearance of inefficiency and mismanagement, resulting in severe
diminution of the value of the shares held by the shareholders of the Company;
and/or (b) to accept an offer of services of Robert Grochow, without cost to the
shareholders, for a minimum of one year, to serve as the Company's Chief
Executive Officer, or in another similarly designated capacity, with the goal of
re-enervating the corporation to it's previous prestigious position within the
corporate community.

In Wachovia Corporation (Feb. 17, 2002) the proposal stated:

Recently Mark Haines, the host of CNBC's Squawk Box, described First Union
as "the poster child for mismanaged bank mergers". The Shareholders have
suffered financially from this mismanagement by experiencing the price of a
share falling by half over the last several years as well as the dividend being cut
in half by the Executive Officers and the Board of Directors. The falling stock
price and reduction of the dividend are not the result of current market
conditions but rather the result of gross corporate mismanagement. The Board of
Directors has failed to protect the interest of the Shareholders.

It is time to share the pain created by this mismanagement team. Effective
immediately, the total compensation package for the individual Executive
Officers and the Board of Directors is to be cut in half. This is to remain in
effect until the dividend regains the year 2000 level of $1.92 per share for a
minimum of one year. Also, the Board of Directors are instructed to seek and
hire a competent CEO within a six-month period. Ken Thompson has
demonstrated that he is unable to perform his duties and responsibilities of
safeguarding and growing the financial interest of the shareholder.

First Union has the potential to be the premier financial institution in the United
States. Potential is only a dream without an adequate management team leader.

In Merrill Lynch (Feb. 8, 2002) the proposal provided:

I, ANNE MARIE KEARNEY, A MERRILL LYNCH STOCKHOLDER WISH
TO SUBMIT THE FOLLOWING PROPOSAL TO BE INCLUDED IN THE
2002 MERRILL LYNCH PROXY STATEMENT.



MANY STOCKHOLDERS ARE AWARE OF THE GENDER
DISCRIMINATION CLASS ACTION LAWSUIT AGAINST MERRILL
LYNCH. THIS CASE HAS BEEN IN LITIGATION SINCE 1996 AND
CONTINUES TO BE UNSETTLED.

THE DISCRIMINATION TOOK PLACE WHILE DAVID KOMANSKY
WAS C.E.O. AND CONTINUES DURING HIS WATCH.

AT LAST YEAR'S STOCKHOLDER'S MEETING WHEN ASKED WHY HE
HAS SPENT OVER THREE HUNDRED MILLION DOLLARS PLUS FOR
THIS CLASS ACTION, HE FELT THAT IT WAS AND INSIGNIFICANT
AMOUNT TO MERRILL LYNCH'S BOTTOM LINE. ANOTHER YEAR
HAS GONE BY AND THE LAW SUIT CONTINUES.

ANY C.E.0. WHO ALLOWS WHO DISCRIMINATION AND THEN
ALLOWS THE LAWSUIT TO CONTINUE FOR FIVE PLUS YEARS, AND
THE COSTS TO ESCALATE TO HUNDREDS OF MILLIONS OF
DOLLARS SHOULD NOT BE C.E.O. HE IS NOT WATCHING OUT FOR
THE STOCKHOLDER'S INTEREST.

I SUBMIT THAT THE STOCKHOLDERS REQUEST MR. KOMANSKY'S
RESIGNATION AS WELL AS FORGO ANY GOLDEN PARACHUTE FOR
ALLOWING THIS SITUATION TO ESCALATE.

And in U.S. Bancorp (Feb. 27, 2000) the proposal provided:

The officers and board of directors shall be removed from office for the
following reasons.

a) the officers and directors have been derelict in their responsibilities by
supporting the use of customer names without said customers [sic] authority.
Said action has caused the Company harm by virtue of incurring fines totaling $
3 million; plus loss of potential business due to lack of confidence in the
Company. This action has reduced earings [sic] and shareholder value.

b) The officers and and [sic] directors have not addressed the concerns of
shareholders in this matter by not taking any actions to respond to
correspondence and to remedy the problems.

All of these no-action decisions appeared to be proposals addressing some personal
grievances the proponent had with a company for which they sought to remove the
CEO. Contrast them with the Fund’s Proposal, which requests that the board adopt best
practices regarding CEO succession planning and then report to shareholders in a
manner it determines is appropriate. The SEC and its Staff have yet to address this
issue and during such momentous times shareholders are entitled to hold boards of
directors accountable in this regard.



Precedent Exists for Finding Matters that May Once Have Been Considered
Ordinary Business to Be Transformed Into Appropriate Topics for Shareholder

Consideration

The Staff's No-Action Letter position that the Proposal may be omitted under Rule 14a-
8(i)(7) as "relating to ordinary business operations (i.e., the termination, hiring or
promotion of employees)” is contrary to the long line of Commission pronouncements
and Staff no-action decisions in which "ordinary business" objections have been
rejected when an issue is a "significant policy issue" and the subject of "widespread
debate." Since at least 1976 the Commission has stated that shareholder proposals
concerning matters with "significant policy, economic or other implications" should not
be excluded as ordinary business. Adoption of Amendments Relating to Proposals by
Security Holders, Release No. 12999 (Nov. 22, 1976). This policy is consistent with
logic and the underlying purpose of Rule 14a-8(i)(7), which is to allow companies that
satisfy their burden of persuasion to exclude proposals relating to "business matters that
are mundane in nature and do not involve any substantive policy or other
considerations." Id.

In Pacific Telesis Group (February 2, 1989) the Company sought no-action relief to
exclude a proposal that the Company study the impact on communities of the closing or
consolidation of Company facilities. The Staff rejected the Company's request,
recognizing that its previous practice of allowing plant closing shareholder proposals to
be omitted was no longer justified in light of developments. The Staff stated:

In light of recent developments, including heightened state and federal
interest in the social and economic implications of plant closing and
relocation [*26] decisions, the staff has reconsidered its position with
respect to the applicability of Rule 14a8(c)(7) to proposals dealing
generally with the broad social and economic impact of plant closings or
relocations. It is the Division's view that such proposals, including the one
that is the subject of the Company's letter, involve substantial corporate
policy considerations that go beyond the conduct of the Company's
ordinary business operations.

In essence, the Staff recognized that it could no longer allow companies to prevent
shareholders from expressing their thoughts on an issue that had broad social and
economic impact and was attracting both state and federal attention.

In TransAmerica Corp. (January 10, 1990), the Company requested no-action relief to
exclude a proposal that the board of directors adopt a policy prohibiting the Company
from making compensation payments to its directors, officers or employees contingent
on a merger or acquisition (golden parachute payments). The Staff acknowledged that
its existing position at that time was that golden parachute payments were a matter
relating to the conduct of a registrant's ordinary business operations and excludable
under Rule 14a-8(c)(7). It then noted that it was reversing its position to reflect the
increasing significance of the issue:



At the same time, public debate concerning potential anti-takeover, tax and
legal implications of golden parachute arrangements reflects that such
contingent arrangements increasingly are seen as raising significant policy
issues. In light of the foregoing developments, the staff believes that the
proposal at issue is directed primarily to such payments instead of to
ordinary compensation arrangements. Accordingly, the staff does not
believe that the company may rely on rule 14a8(c)(7) to omit the proposal
from its proxy materials. '

The Staff's willingness to limit companies' ability to use Rule 14a-8(c)(7) to exclude
matters raising significant policy issues was demonstrated again in detna Life and
Casualty Company (February 13, 1992). The proposal at issue in Aetna sought to
modify director fees based on their attendance at board meetings. As it had in the past,
in Aetna the Staff acknowledged that widespread public debate on the topic was leading
it to limit further a company's ability to omit a shareholder proposal as relating to
ordinary business. The Staff stated:

Compensation of directors would appear particularly within the prerogative
of shareholders to oversee. Moreover, in view of the widespread public
debate concerning executive and director compensation policies and
practices, and the increasing recognition that these issues raise significant
policy issues, it is the Division's view that proposals relating to director
compensation no longer can be considered matters relating to a registrant's
ordinary business. (emphasis added)

Thus, Aetna demonstrated once again the Staff's willingness to recognize that matters
once considered ordinary business in fact raised significant policy issues on which all
shareholders should have the right to express their thoughts by voting on shareholder
proposals addressing these matters.

In Reebok (March 16, 1992) the Staff further limited Rule 14a-8(c)(7) when it denied
Reebok's request for no-action relief to exclude a proposal asking the company to
establish an independent Compensation Committee. The Staff stated:

The Division is unable to concur in your view that the proposal may be
excluded under Rule 14a-8(c)(7). That provision permits the omission of a
proposal that 'deals [*29] with a matter relating to the conduct of the
ordinary business operations of the registrant.' In view of the widespread
public debate concerning executive and director compensation policies and
practices, and the increasing recognition that these issues raise significant
policy issues, it is the Division's view that proposals relating to senior
executive compensation no longer can be considered matters relating to a
registrant's ordinary business.

These no-action decisions reflect the Staff's recognition that widespread public debate
over an issue, as well as state and federal interest in certain issues, make these issues
appropriate for shareholder consideration via the shareholder proposal process,
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regardless of prior no-action decisions that these issues might have once been
considered matters of ordinary business.

In 1998 the Commission issued the "Final Rule: Amendments to Rules on Shareholder
Proposals,” 17 CRF Part 240, Release No. 34-40018, which reversed the Cracker Barrel
no-action letter concerning the Division's approach to employment-related shareholder
proposals raising social policy issues. The Commission stated:

In applying the ‘ordinary business' exclusion to proposals that raise social
policy issues, the Division seeks to use the most well-reasoned and
consistent standards possible, given the inherent complexity of the task.
From time to time, in light of experience dealing with proposals in specific
subject areas, and reflecting changing societal views, the Division adjusts
its view with respect to "social policy" proposals involving ordinary
business. Over the years, the Division has reversed its position on the
excludability of a number of types of proposals, including plant closings.
the manufacture of tobacco products.[] executive compensation,[] and

golden parachutes.[]

We believe that reversal of the Division's Cracker Barrel no-action letter,
which the Commission had subsequently affirmed,[] is warranted. Since
1992, the relative importance of certain social issues relating to
employment matters has reemerged as a consistent topic of widespread
public debate.[] In addition, as a result of the extensive policy discussions
that the Cracker Barrel position engendered, and through the rulemaking
notice and comment process, we have gained a better understanding of the
depth of interest among, shareholders in having [*31] an opportunity to
express their views to company management on employment-related
proposals that raise sufficiently significant social policy issues. (footnotes
omitted) (emphasis added)

In the Final Rule on shareholder proposals one sees the full Commission recognizing
that shareholders should have the right to express themselves on significant policy
issues, whether they be matters of social policy or such significant issues as plant
closings, executive compensation, or golden parachutes.

Continuing on since the Cracker Barrel reversal, the Staff's consistent willingness to
recognize that once "ordinary business matters" over time become significant policy
issues generating widespread public debate -- thus making 14a-8(i)(7) no-action relief
inappropriate -- has continued without interruption. See, e.g., General DataComm
Industries, Inc. (December 9, 1998) ("In view of the widespread public debate
concerning option repricing and the increasing recognition that this issue raises
significant policy issues, it is our view that proposals relating to option repricing no
longer can be considered matters relating to a registrant's ordinary business.");
International Business Machines Corp. (February 16, 2000) ("In view of the widespread
public debate concerning the conversion from traditional defined benefit pension plans
to cash-balance plans and the increasing recognition that this issue raises significant
social and corporate policy issues, it is our view that proposals relating to the
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conversion from traditional defined benefit pension plans to cash-balance plans cannot
be considered matters relating to a registrant's ordinary business operations."); National
Semiconductor Corporation (Dec. 6, 2002) “After further consideration of the issues by
the Division, as directed by the Commission, the Division does not concur in National
Semiconductor’s view that the United Brotherhood of Carpenters Pension Fund’s
proposal related to ordinary business matters and, in the future, we will not treat
shareholder proposals requesting the expensing of stock options as relating to ordinary
business matters.”)

Conclusion

As demonstrated above, the issue of CEO succession planning satisfies the requirements
of Section 202.1(d) of the SEC Rules of Practice, which states that the Commission may
review issues “which involve matters of substantial importance and where the issues are
novel or highly complex.” We respectfully submit that today more than ever the issue
of CEO succession planning cannot be considered a matter of ordinary business on
which shareholders have no right to be heard.

Shareholders have thé right to expect that their boards of directors have a thoughtful
process in place regarding CEO succession planning. We respectfully request that the
Division of Corporation Finance submit the Staff decision to the full Commission for

review.

Executive Director

c: Shelley Dropkin, Esq. _ l
Jennifer O’Dell
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549-3010

CORPORATION FINANCE

February 3, 2009

Shelley J. Dropkin

General Counsel, Corporate Governance
Citigroup Inc.

425 Park Avenue

2nd Floor

New York, NY 10022

Re:  Citigroup Inc.
Incoming letter received December 19, 2008

Dear Ms. Dropkin:

This is in response to your letter received on December 19, 2008 concerning the
shareholder proposal submitted to Citi by the Central Laborers’ Pension Fund. We also
have received a letter from the proponent dated January 29, 2009. Our response is
 attached to the enclosed photocopy of your correspondence. By doing this, we avoid
having to recite or summarize the facts set forth in the correspondence. Copies of all of
the correspondence also will be provided to the proponent.

In connection with this matter, your attention is directed to the enclosure, which
sets forth a brief discussion of the Division’s informal procedures regarding shareholder
proposals. :

Sincerely,

Heather L. Maples

Senior Special Counsel
Enclosures
cc.  DanKoeppel
: Executive Director
Central Laborers’ Pension, Welfare & Annuity Funds
P.O. Box 1267 '

Jacksonville, IL 62651



February 3, 2009

Response of the Office of Chief Cdunsel
Division of Corporation Finance

Re: Citigroup Inc.
Incoming letter received December 19, 2008

The proposal requests that the board of directors initiate the approptiaté process to |
amend Citi’s corporate governance guidelines to adopt and disclose a written and detailed
succession planning policy, including features specified in the proposal.

There appears to be some basis for your view that Citi may exclude the proposal
under rule 14a-8(i)(7), as relating to Citi’s ordinary business operations (i.e., the
termination, hiring, or promotion of employees). Accordingly, we will not recommend
enforcement action to the Commission if Citi omits the proposal from its proxy materials
in reliance on rule 14a-8(i)(7).

Sincerely,

Gregorgr S. Belliston
Special Counsel



DIVISION OF CORPORATION FINANCE
INFORMAL PROCEDURES REGARDING SHAREHOLDER PROPOSALS

The D1v1s1on of Corporation Finance believes that its responsibility with respect to
matters arising under Rule 14a-8 [17 CFR240.14a-8], as with other matters under the proxy
rules, is to aid those who must comply with the rule by offering informal advice and suggestions
and to determine, initially, whether or not it may be appropriate in a particular matter to
recommend enforcement action to the Commission. In connection with a shareholder proposal
under Rule 14a-8, the Division’s staff considers the information furnished to it by the Company
in'support of its intention to exclude the proposals from the Company’s proxy materials, as well
as any information ﬁnmshed by the proponent or the proponent’s representative.

Although Rule 14a-8(k) does not require any commumcatlons from shareholders to the
Commission’s staff, the staff will always consider information concerning alleged violations of
the statutes administered by the Commission, including argument as to whether or not activities
proposed to be taken would be violative of the statute or rule involved. The receipt by the staff
of such information, however, should not be construed as changing the staff’s informal
procedures and proxy review into a formal or adversary procedure.

It is important to note that the staff’s and Commission’s no-action responses to
Rule 14a-8(j) submissions reflect only informal views.. The determinations reached in these no-
action letters do not and cannot adjudicate the merits of a company’s position with respect to the
‘proposal. Only a court such as a U.S. District Court can decide whether a company is obligated
to include shareholder proposals in its proxy materials. Accordingly a  discretionary
determination not to recommend or take Commission enforcement action, does not preclude a
proponent, or any sharcholder of a company, from pursuing any rights he or she may have against
the company in court, should the management omit the proposal from the company’s proxy
material.



SEC No—Action Petition for (C) - Central Laborers' Pension, Welfare & Annuity Funds . Page 1 of 1

From: Dropkin, Shelley J [dropkins@citi.com]

Sent: Friday, December 19, 2008 4:49 PM
To: * shareholderproposals

Subject: SEC No-Action Petition for (C) - Central Laborers' Pension, Welfare & Annuit_y Funds
Attachments: Scan001.PDF

Dear Sir or Madam:

Pursuant to Rule 14a-8(j) under the Securities Exchange Act of 1934, as amended (the “Exchange Act”), enclosed herewith for
filing are the stockholder proposal and supporting statement (the “Proposal”) submitted by Central Laborers’ Pension, Welfare &
Annuity Funds (the “Proponent”), for inclusion in the proxy materials to be fumished to stockholders by Citigroup Inc. in connection
with its annual meeting of stockholders to be held on or about April 21, 2009 (the “Proxy Materials”). Also enclosed for filing is a
copy of a statement, including relevant exhibits, outlining the reasons Citigroup Inc. deems the omission of the attached Proposal

from the Proxy Materials to be proper pursuant to Rules 14a-8(1)(7).

Please acknowledge receipt of this letter and the enclosed material by return email. If you have any comments or questions
concerning this matter, please contact me at (212) 793-7396.

Sincerely,

Shelley J. Dropkin -

General Counsel, Corporate Governance

Citigroup Inc. . )

425 Park Avenue, 2nd floor - )
New York, NY 10022 -

Fax: 212 793 7600

Phone: 212 793 7396

<<Scan001.PDF>> . -,

L
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PENSION &
ANNUITY FUNDS

BOARD OF TRUSTEES

. JOHNFE. PENN .

Cfm:rman

]x\MP’i P BRUI\bR

Sccretarg /

CHARLES Ait)AMs, .

JOHN E. GOETZ
. MARK HANNON
FRANR HOVAR

 KENTOND
LDWARDDO&,LE
TIM GARVEY
MARK HANNON
_BOB McDONALD
GREGORY T NEEE
JOHN M. PEISKER
BRAD SCHAIVE
PATRICK SHEPPARD
' STEVE TROKEY

DAN KOEPPEL
Executive Director

_ Pride
of the

Industry

www.central-laborers.com
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January 29, 2009

Office of Chief Counsel -

Division of Corporation Finance o B

U.S. Securities and Exchange Commission it A R

100 F Street, NE = G

Washington, DC 20549 Jg \n
—

Re: Response to Cmgloup, Inc.’s Request for No-Action Advice Concé’ramg@ﬁe "

Central Laborers’ Pension, Welfare & Annuity Funds’ Shareholder Pro;pééal

Dear Sir or Madam:

The Central Laborers’ Pension, Welfare & Annuity Funds ("Fund") hereby
submits this letter in reply to Citigroup, Inc.’s ("Citigroup"” or "Company")
Request for No-Action Advice to the Security and Exchange Commission's
Division of Corporation Finance staff ("Staff") concerning the Fund's shareholder
proposal ("Proposal”) and supporting statement submitted to the Company for
inclusion in its 2009 proxy materials. The Fund respectfully submits that the
Company has failed to satisfy its burden of persuasion and should not be granted
permission to exclude the Proposal. Pursuant to Rule 14a-8(k), six paper copies of
the Fund's response are hereby included and a copy has been provided to the
Company.

The Matter of Succession Planning is Not a Matter of Ordinary Business and
thus the Company Fuails to Satisfy its Burden under Rule 14a-8(i)(7).

The Company’s states that the Proposal may be excluded because the Proposal
pertains to matters of Citigroup’s ordinary business operations. The Company’s
argument misconstrues the ordinary business exclusion and should be rejected.

The Company notes that

‘certain tasks are so fundamental to management’s ability to run a
company on a day-te-day basis that they could not, as a practical matter,
be subject to direct shareholder oversight.” Examples cited by the
Commission included the ‘management of the workforce, such-as the
hiring, promotion, and termination of employees....’

The second consideration underlying the policy of the ordinary business
exception is the ‘degree to which the proposal seeks to ‘micro-manage’
the company by probing too deeply into matters of a complex nature upon

e



U.S. Securities and Exchange Commission
January 29, 2009
Page 2

which shareholders, as a group, would not be in a position to make an
informed judgment.’ (emphasis added)

Succession planning is not fundamental to management’s ability to run the
company

The first prong of the ordinary business analysis requires determining whether the
Fund’s proposal relates to a subject fundamental to management’s ability to run
the company on a day-to-day basis. The Proposal does not; it relates to a core
function of the board of directors, as the Company recognizes.

Succession planning is a function of the board of directors. The Company notes:

Ensuring that a corporation is prepared for the planned or unplanned
departure of its CEO is fundamental duty of the Board of Directors,
because the role of the CEOQ is critical to the success of a corporation’s
day-to-day business operations, as well as its long-term business strategy.

The Company’s Corporate Governance Principles provide in pertinent part:

Succession Planning The Nomination and Governance Committee, or a
subcommittee thereof, shall make an annual report to the Board on
succession planning. The entire Board shall work with the Nomination and
Governance Committee, or a subcommittee thereof, to nominate and
evaluate potential successors to the CEO.

The essence of the Proposal is the Fund’s request

[TThat the Board of Directors initiate the appropriate process to amend the
Company’s Corporate Governance Guidelines (“Guidelines”) to adopt and
disclose a written and detailed succession planning policy, including . .

The Board of Directors will review the plan annually;

e The Board will develop criteria for the CEO position which will
reflect the Company’s business strategy and will use formal
assessment process to evaluate candidates;

The Board will identify and develop internal candidates;

The Board will begin non-emergency CEO succession planning at
least 3 years before an expected transition and will maintain an
emergency succession plan that is reviewed annually;

e The Board will annually produce a report on its succession plan to.
shareholders.



U.S. Securities and Exchange Commission
January 29, 2009
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For the Company to prevail in its request for no-action relief, the Staff would
have to conclude that succession planning is effectively a management function.
Yet it is difficult to conceive of an issue less within management’s exclusive
purview than succession planning. Shareholders elect directors to oversee
management and the company and protect shareholders’ interests.

Perhaps the most important duty directors have is to select proper management.
Certainly shareholders have the right to request that the board inform shareholders
of the manner in which it is fulfilling one of its key functions, that of succession
planning. This is evidenced, in part, by the fact that thirteen companies have
recently adopted this succession planning proposal, including Advanced Auto
Parts, Altria, Cheesecake Factory, Krispy Kreme, Limited Brands, Robert Half
International, Starbucks and Tim Hortons.

We also note that the Staff has consistently and appropriately ruled that
shareholders have the right to submit shareholder proposals related to the
compensation of senior executives. By the same token, we submit that
shareholders should have the right to submit proposals concerning the Board’s
succession plans for senior executives.

Our Proposal is not an inappropriate attempt to micro-manage the Company.

The second prong of the ordinary business exclusion requires a persuasive
demonstration by the Company that the Proposal “seeks to ‘micro-manage’ the
company by probing too deeply into matters of a complex nature upon which
shareholders, as a group, would not be in a position to make an informed
judgment.” The Proposal does not do so. Rather, it requestsina straight-forward
and reasoned fashion that the Board of Directors amend its corporate governance
principles by adopting a-written and detailed succession planning policy and then
provide disclosure to shareholders.

Such a request certainly seems reasonable at a company that has had a recent
transition in a new CEO. As the Company’s 2008 proxy statement notes, Vikram
S. Pandit has served as Chief Executive Officer since December, 2007. The
Proposal does not seek to control or even influence the Company’s succession
planning beyond requesting that the Board consider certain best practices and then
report to shareholders. Such is precisely the purpose of shareholder proposals and
the Company should not be allowed to avoid placing the matter before them.
Given the critically-important nature of succession planning, shareholders deserve
no less.
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The Proposal appropriately addresses the Board’s role in succession planning and
for this reason the Company’s request for no-action relief should be denied.

For all these reasons we believe the company has failed to satisfy its burdens of
persuasion under Rules 14a-8(i)(7) and its request for no-action relief should be

denied. Should you have any further questions, please contact Ms. Jennifer
O’Dell at (202) 942-2359 or via email at jodeli@liuna.org.

Si 1

Dan Koéppel
Executive Director

c: Jennifer O’Dell



Stigllay J. Drépkin Citirou e T PIETE 7006

Beneral Counset A28 Paxk Avenue F 212793 7600
Corporate Govesrnance 2% Fioor dropkins@citticom:
New Yﬁr& NY 10022
i b
Vi4 E-MAIL
Office of Chief Counsel

Division of Corporation Finance
Securities. and Exchange Commission.
100 F Street, NE

Washmgton, DC 20549

Re: Si‘ockha1der Propasal Submltted to Cmgmup Inc. by
1 s Welfare & A

Dear Sir or Madam:

Pursuant to Rule 14a-8(j) under the Securities Exchange Act of 1934, as amended
{the “Exchange Act”), enclosed herewith for filing are the stockholder proposal and
supporting statement (the “Proposal”) submitted by Central Laborers® Pension, Welfare &
Annuity Funds (the “Pmpanent"), for mciusxen in the proxy materials to be furnished to
stockholders by Citigroup Inc. in connection with its annual meeting of ; stockholders to be
‘held on orabout April 21, 2009 (the “Proxy Matenals”) Also enclosed for ﬁhng isacopyof
a statemerit outlining the reasons Citigroup In¢. deems the omission of the attached Proposal
from the Proxy Materials to be proper pursuant to Rules 14a-8(i)(7).

Ruie I4a-—8(1){7) provxdefs thai 2 propesal may bc: omitted if “it deals with a matter

By copy of this letter and the enclosed material, Citigroup Inc. is notifying the
Proponent of Citigroup Inc.’s intention to omit the Proposal from the Proxy Materials.
Citigroup Inc. currently plans to file its definitive Proxy Materials with the Securities and
‘Exchange Commission on or about March 13, 2009.

Please acknowledge receipt of this letter and the enclosed material by return email. If
you have any comments or questions concerning this matter, please contact me at (212) 793-
7396.

Very; truiy yours,

General Counsel, Corparate Governance

c;  Richard Metealf; LTUNA
Jennifer O"Dell, LIUNA

Enels.



STATEMENT OF INTENT TO OMIT STOCKHOLDER PROPOSAL

Citigroup Inc., a Delaware corporation (“Citi” or the “Company™), intends to omit the
stockholder proposal and supporting statement (the “Proposal”) a copy of which is annexed hereto
as Exhibit A, submitted by Central Laborers” Pension, Welfare & Anmuity Funds (the “Proponent”)
for inclusion in its proxy statement and form of proxy (together, the “2009 Proxy Materials”) to be
distributed to stockholders in connection with the Annual Meeting of Stockholders to be held on.or
about April 21, 2009. :

The Proposal provides as follows:

That the shareholders of Citigroup Inc. (“Company”) request that the Board of Directors initiate
the appropriate process to amend the Company’s Corporate Governance Guidelines
(“Guidelines™) to adopt and disclose a written and detailed CEO succession planning policy,

including the following specific features:

¢ The Board of Directors will review the plan annually;

e The Board will develop criteria for the CEO position which will reflect the Company’s
business strategy and will use a formal assessment process to evaluate candidates;

o The Board will identify and develop internal candidates;

e The Board will begin non-emergency CEO succession planning at least 3 years before an
expected transition and will maintain an emergency succession plan that is reviewed
annually;

# The Board will annually produce a report on its succession plan to shareholders.

The Company believes that the Proposal may be omitted from the 2009 proxy materials
pursuant to Rule 142-8(i) (7) of the rules and. regulations promulgated under the Securities
Exchaiige Act of 1934, as amended (“Exchange Act™). Rule 14a-8(i)(7) provides that a proposal
may be omitted if it “deals with a matter relating to the company’s ordinary business operations.”

THE PROPOSAL MAY BE OMITTED UNDER RULE 14a-8()7)
BECAUSE IT REQUESTS THAT THE COMPANY ADOPT AND
DISCLOSE A CEO SUCCESSION PLANNING POLICY, MATTERS THAT

The Proposal requests that the Board of Directors adopt a CEQ succession planning policy
with specific enumerated features. In addition, the Proposal mandates disclosure of the policy as
well as a report to stockholders on the Company’s succession plan. These mafters are core
management functions that fall squarely within management’s day-to-day operation of the
Company.



‘CEO succession planning is an ordinary business matter.

Tn Exchange Act Release No. 34-40018 (the “1998 Release™), the Commission identified
two central considerations underlying the ordinary business exclusion. The first is that: “Certain
tasks are so fundamental to management’s ability to run a company on a day-to-day basis that
they could not, as a practical matter, be subject to direct shareholder oversight. An example is the
managemerit of the workforce, such as the “hiring, promotion and termination of employees.”
The second ¢onsideration involves the degree to which the proposal seeks to “micro-manage the
company by probing too deeply into matters of a complex nature upon which shareholders, as @
group, would not be in a position to make an informed judgment.” Decisions related 10 the
termination, promotion and hiring of employees and disclosires pertaining thereto are core
management functions that fall squarely within the Company’s ordinary business operations.

Ensuring that a corporation is prepared for the planned or unplanned departure of its CEO is
a fundamental duty of the Board of Directors, because the role of the CEO is critical to the success
of a corporation's day-to-day business operatmns, as well as its long-term business strategy. As
such, development of a succession plan is a matter of internal business planning and policy.

The Staff of the Division of Corporate: Finarice of the SEC. (“Staff”) has consistently
deemed irlappropriate for shareholder consideration under Rule 14a- 8(iX7) decisions relating to the
hiring, promotion or termination of executive ofﬁcets because such decisions fall squarely within a
ccmpany serdnmry business operations. In Whole. Market. Inc (avaﬂi Nevemberzs 2008),
: ‘ Co,, Inc. (avaik Februsary 12, 2008),( Verizon Comm ationis, Ing.
Febmary 12 2008) and Bank of America Corp. (avail. Jan. 4 2098) the «Staff found that a
shareholder proposal recommending that the board of directors “adopt and disclose a written and
detailed succession planning policy” that included, among other features, a “CEQ succession
planning process™ was excludable under Rule 142-8(i)X(7) because it related to “ordinary business
operations (i.. the termination; hiring, or promotion of employe’w)”

In addition, the hiring 4nd retention of employees are routine matters normally left to the
day-to-day managers of a corporation. In accordance with that view, the Staff has consistently
determined that shareholder pmpasals refatmg to employment are properly excludable from proxy
materials. See, ¢.g. Walt Disne any (avail, December 16, 2002); where the Staff concluded
that a proposal to recommend aad request that the board of directors consider removing the chief
executive officer from the company's employment and terminating his contract was excludable
under Rule 14a-8(iX(7) as it related to the termination, hiring or prometion of employees; Wachovia
Corporation (avail. February 17, 2002), where the Staff concluded that a proposal requesting that
the board of directors seek and hire a competent CEO may be excluded as ordinary business as it
related to the termination, hiring or pmmonon of employees; Merill Lynch (avail. February &,
2002), where the Staff determined that a shareholder proposal requesting the chief executive
officer's resignation may be excluded pursuant to Rule 14a-8()(7) as it related to the company's
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ordinary business of termination, hiring or promotion of employees; and U.S. Bancorp (avail.
February 27, 2000) where the: Staff held that a shareholder propesal to remove the officers and
directors from office may be excluded under Rule 14a-8(i)(7) as it related to the company’s ordinary
business of termination, hiring or promotion of employees.

‘The purpose of succession plan is to minimize disruption in the operations of a company in
the event of the retirement, resignation, termination, death or femporary or permanent disability of
its CEO, by enabling the Board of Directors to identify and plan for the development of potential
candidates for the pmmon of CEO. The Company’s Board of Directors has the intimate knowledge
of the Company’s operat:ms, strategic business plans, legal and regulatory req&imnwms and huinan
resource policies that is necessary to formulate such a plan. It would be in appropriate for the
Company’s stockholders to scrutinize the Board’s pra ices regarding CEQ succession. because they
do not have, individually or collectively, the necessary information to make an informed judgment.
The Staff has consistently determined that proposals that seek 16 micro-manage or monitor the
Board of Directors' oversight of internal ‘mapagement processes and policies may be excluded
pursuant to Rule 14a-8()7). See, e.g., Veri : unications Tnc, (avail. Febma:y 23, 2067)
(proposal requesting board to form a eﬁrporate reSpons;bﬂxty committee); The AE ’
(avail. January 9, 2007) (proposal requesting board to ereate an ethics oversight oommmee) H.R
Block, Inc. (avail. May 4, 2006) (proposal requeshng spec!al bnard comittee to review sales
practices and allegations of fraudulent marketing); and H Company (avail. March 10,
2006) (proposal requesting report on. pohcaes and pmcedures adepmd to reduce cerfain violations
and investigations).

The Securities and Exchange Commission (“Commxssm”) promulgates rules governing
the appropriate disclosure required to be pmwded by companies in order to allow stockholders-and
potential investors to evaluate an investment in the company based on ample and relevant
information. Decisions to disclose additional information beyond that which is required by the
Commission fall squarely within management’s ordinary business judgment. The Proposal requests
that the Company disclose “a written and detailed succession policy” and produce a report on its.
succession plan. This information is highly confidential and sensitive and relates solely to the
conduct of the Company s ordinary business operations. There are no rules or regulations requiring
disclosure of this information and its disclosure may have an anti-competitive effect on thee
Company. As such, decisions as to what constitutes appropriate disclosure with respect to CEQ
succession relate to the Comipany’s ordinary business operations.

The complex decisions that are made and policies that are crafted concerning succession
planning involve sensitive and confidential information that should not be shared with the
stockholders or the public at large. The Proponent expressly requests that the Company address
“the Company's business strategy” in its disclosure of its succession péhcy Comipetitots would

3.



there mpany's long-term strategic obpeuves and plans,
prepare cmmter strategws and thezéby gam an advantage over the Company. Indeed, the Proposal
spemﬁcally requests that the Company's Board of Directors begin “non-emergency CEO
succession planning at least 3 years before an expected transition.” Specific information about
such plans appearing in the annual report requested by the Proposal would further provide rival
companies with strategic information regarding the approximiate timing of a change in
management, Releasing succession planning information, through both. general policy disclosure
and annual reports as requested by the Proponent, could also serve to impede the Company's
recruiting and retention effoits of upper-manageiment.

i

ine Pharmaceuticals, Inc. (July 28, 2006), the Staff declined to recommend
enforcemen aatxon gainst a company that omitted a pmposal requestmg it to p@si: on its website
monthly statistics regarding its clinical trials. See also Amerln: 2 Group. Ltd. (Aptil 14,

2005) (proposal requesting a company to provide a full, complete and adeqtme disclosure of the
accounting, each calendar quarter, of its line items of Operating and Management expenses omitted
under Rule 14a-8(i}7)).

Decisions as to disclosure are ordiitary business decisions to be handled by management of
a company and should not be micro-managed by stockholders. The Proposal, in imposing
additional disclosure requirements, seeks to inappropriately micromanage a core business function
of the Company. .

The policy seeks to govern business conduct involving internal policies

The Proposal, by requesting the adoption of an internal policy on CEO succession planning,
seeks to govern the Company’s business conduct in the area of its relationships with employees.
The policy would also require additional disclosures. All of these matters are internal operations
and decision-making with respect to these matters are core management functions.

The Staff has Jong recognized that proposals which attempt to govern business conduct
involving internal operating policies, customer relations and legal compliance programs may be
excluded from proxy materials pursuant to Rule 14a-8((7) because they infringe upon
‘management’s core function of overseeing business practices. See, e.g.; H&RY lock Inc. (avail.
August 1, 2006) (proposal sought xmplementa:tieﬂ of legal complianice program with respect to
lending policies); Bank of America Corp ration (avail. March 3, 2005) (pmpesal to adopt a
“Customer Bill of Rights™ and create a position of “Customer Advocate™); Deere & Company
{avail. November 30, 2000) (pmposai relating to creation of sharehcidet committee to review
customer satisfaction); CVS G ation (avail. Febmary l; 2 (pmposai sought report on a
wide range of cotpordte programs and policies); ital Corporation (avail.
February 23, 1999) (proposal requested that Board monitor and report on legal compliance of

4




lending practices); Chrysler Corp. (avail. February 18, 1998) (proposal requesting that board of
directors review and amend Chrysler’s code of standards for its international operations and present
a report to shareholders); and Citicorp (avail. January 9, 1998) (proposal sought to initiate a
program to monitor and report on compliance with federal law in transactions with foreign entities):

The adoption of the policy requested by the Propesal would infringe improperly on
tanagement’s. ability to oversee business praexwes The. Proposal, in requiring adoption of an
internal policy that would govern CEQ" succession planning seeks to inappropriately micromanage a
core business function of the Company.

CONCLUSION

“For the foregoing reasons, the Company believes the Proposal may be omitted pursuant to
Rule 14a-8()(7).
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CENTRAL LABORER‘S* NSION, WELFARE & ANNUITY FUNDS

PO BOX 1267 - JACKSONVILLE. 1. 62651 » (217) 243-8521 - FAX [217] 2451293

Sent Via Fax (232} 793-5300 . , o
- ,  November 6, 2008
Mr. Michaei Heifer
General Counsel and Corproate Secretazy
Citigroup, Inc.

399 Park Avenug
~ New York, NY 10043

Dear Mr Helfer,

On behalf of the Central Labﬂre«rs Pensmn Fund (“Fuﬂ g5 hércby‘sui‘mﬁi the
enclosed sharcholder proposal (“Proposal”) for inchusion in the oup. Inc. , ,
{(“Company”) proxy statement o be circulated to Company shareholders in cx)n;uncﬁan
with the next annual meeting of shareholders. The Proposal is submitted under Rule
14(a)-8 {Proposals of Security Holders) of the U S. Seemmes and Exchaags ‘
Commission’s proxy rcgu}aﬁens

The Fund is the bseneﬁctal owner of approximately 43,984 shares of the
Camgany s c;:fmmaﬁ stock, which have heen heid eo:ztmucusiy for more than a year ‘

| capacity over the ieng—term will best serve ﬁxe m ere ’_ s of the Ccmp:my sharaheiéers
and other important constituents of the Company. :

- The Fund intends to hold the shares through the date of the Company’s next
annual meeting of shareholders. The record holder of the stock will provide the
appropriate verification of the Fund’s beneficial ownership by separate letter. Either the
undersigned or a designated representaﬁve w;il present the Progasai for censaderatmﬁ at
the annual meeting of sharehaide:rs - '

F ¥ o discuss the Proposal, please contact Ms.
Jennifer O'Dell, Assistant Director of the LTUNA Department of Corporate Affairs at
(202) 942-2359. Copies of éorresp:ndence of a request for a “no-action” letier should
be forwarded to Ms. O’Dell in care of the Laborers' International Union of North
America Corporate Governance Project, 905 16" Street, NW, Washmgban, DC 20005

¢ Jenmfer O’i)ei
Enclosure




Central Laborers’ F&as:on
Wélfare & Annuity Funds

Resolved: That the shareholders of Citigroup, Inc. ("*Company”) hereby request
that the Board of Directors initiate the appropriate process to amend the
Company's Corporate Governance Guidelines (“Guidelines”) to adopt and
disclose 2 written and detailed succession planning policy, including the following
specific features:

¢ The Board of Directors will review the plan annually;

» The Board will develop criteria for the CEO position which will reflect the
Company's business strategy and will use a formal assessment process to
evaluate candidates;

« The Board will identify and develop internal candidates;

+ The Board will begin non-emergency CEO succession planning at least 3
years before an expected transition and will maintain an emergency
succession plan that is reviewed annually;

s The Board will annually produce a report on its succession pian to
shareholders.

Supporting Statement:

CEO succession is one of the primary responsibilities of the board of
directors. A recent study published by the NACD quoted a director of a large
technology firm: “A board’s b’iggest responsibility is succession planning. it's the
one area where the board is completely accountable, and the choice has
significant consequerices, good and bad, for the corporal ion’s future,” (The Role
of the Board in CEO Succession: A Best Practices Study, 2006). The study also
cited research by Challenger, Gray & Christmas that “CEQ departures doubled in
2005, with 1228 departures recorded from the begmnmg of 2005 through
November, up 102 percent from the same period in 2004.”

In its 2007 study What Makes the Most Admired Campan{as Great: Board
Governance and Effective Human Capilal Management, Hay Group found that
85% of the Most Admired Company boards have a well defined CEO succession
plan to prepare for replacement of the CEO on a long-term basis and that 91%
have a well defined plan to cover the emergency loss of the CEO that is
discussed at least annually by the board.

The NACD report identified several best practices and innovations in CEQ
succession planning. The report found that boards of companies with successful
CEO transitions are more likely to have well-developed succession plans that are
put in place well before a transition, are focused on developing internal
candidates and include clear candidate criteria and a formal assessment
process. Our proposal is intended to have the board adopt a written policy
conta;ning several specific best practices in order to ensure a smooth transition
in the event of the CEO’s departure. We urge shareholders to vote FOR our
proposal.
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U.S. Bank holds 43,984 sharés of Citigroup, Inc. common stock
‘bmﬁc:aliyfot Cent:alL&om ?mnmwmmofa

« it :maxcmgemmm
memofmmmymmmwcm#mmrmm
mhﬂdﬁxﬂl&ﬂmmmﬂﬁeﬁm&m@ﬁswmwm
gaid stock through the date of the annual meeting ers.

Please contact me if there are any questions regarding this matter.
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VIA UPS

‘November 14, 2008

Central Laborers’ Pension, Welfare & Annuity Funds
P.O. Box 1267

201 N. Main Street.

Jacksonville, IL 62651

Attention: Batry McAnarney

Citigroup Inc. acknowledges receipt of the steckholder proposal submitted by Central

Laborers’ Pension, Welfare.& Annuity Funds for consideration by Citigroup’s stockholders
at the Annual Meeting in April 2009.

Ce:  Jennifer O’Dell
Laborers’ International Union of Noith America
Corporate Governance Project
905 16™ Street, N.W.
Washingten D.C. 20006
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