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Overview

The notes offered by this pricing supplement are unsecured senior debt securities issued by Citigroup Global Markets
Holdings Inc. and guaranteed by Citigroup Inc. Unlike conventional debt securities, the notes do not pay interest and
do not guarantee the full repayment of principal at maturity. Instead, the notes offer the potential for a return at
maturity based on the performance of the EURO STOXX 50® Index (the “underlying index”) from the initial index
level to the final index level.

The notes provide modified exposure at the upside participation rate specified below to the potential appreciation of
the underlying index. If the underlying index appreciates from the initial index level to the final index level, you will
receive a positive return at maturity equal to that appreciation multiplied by the upside participation rate. However, if
the underlying index depreciates from the initial index level to the final index level, you will incur a loss at maturity
equal to that depreciation, subject to a maximum loss of 5% of the stated principal amount. Even if the underlying
index appreciates from the initial index level to the final index level so that you do receive a positive return at
maturity, there is no assurance that your total return at maturity on the notes will compensate you for the effects of
inflation or be as great as the yield you could have achieved on a conventional debt security of ours of comparable
maturity.

In exchange for the capped loss potential if the underlying index depreciates, investors in the notes must be willing to
forgo any dividends that may be paid on the stocks that constitute the underlying index during the 3-year term of the
notes. If the underlying index does not appreciate from the pricing date to the valuation date, you will not
receive any return on your investment in the notes, and you may lose up to 5% of your investment.

In order to obtain the modified exposure to the underlying index that the notes provide, investors must be willing to
accept (i) an investment that may have limited or no liquidity and (ii) the risk of not receiving any amount due under
the notes if we and Citigroup Inc. default on our obligations. All payments on the notes are subject to the credit
risk of Citigroup Global Markets Holdings Inc. and Citigroup Inc.

KEY TERMS

Citigroup Global Markets Holdings Inc., a wholly owned

Issuer: subsidiary of Citigroup Inc.
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Guarantee:

Underlying index:
Aggregate stated principal amount:
Stated principal amount:

Pricing date:

Issue date:

Valuation date:

Maturity date:

Payment at maturity:

Index performance factor:

Initial index level:

Final index level:
Minimum payment at maturity
Index return:

Upside participation rate:
Listing:
CUSIP / ISIN:

All payments due on the notes are fully and unconditionally
guaranteed by Citigroup Inc.

The EURO STOXX 50® Index (ticker symbol: “SX5E”)
$505,000

$1,000 per note

July 26, 2018

July 31, 2018. See “Supplemental Plan of Distribution” in
this pricing supplement for additional information.

July 26, 2021, subject to postponement if such date is not a
scheduled trading day or if certain market disruption events
occur

July 29, 2021

For each $1,000 stated principal amount note you hold at
maturity, you will receive an amount in cash determined as
follows:

If the final index level is greater than the initial index
level:
$1,000 + ($1,000 x the upside participation rate x the index
return)

If the final index level is less than or equal to the initial
index level:
$1,000 x the index performance factor, subject to the
minimum payment at maturity

If the final index level depreciates from the initial index
level, you will be exposed to the first 5% of that
depreciation and your payment at maturity will be less
than the stated principal amount per note. You should
not invest in the notes unless you are willing and able to
bear the risk of losing up to $50 per note.

Final index level / initial index level

3,509.26, the closing level of the underlying index on the
pricing date

The closing level of the underlying index on the valuation
date

$950.00 per note (95.00% of the stated principal amount)

The final index level minus the initial index level divided
by the initial index level

125.00%
The notes will not be listed on any securities exchange

17324CX76 / US17324CX763
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Citigroup Global Markets Inc. (“CGMI”), an affiliate of the

Underwriter: . . .

issuer, acting as principal
Underwriting fee and issue price: Issue price?  Underwriting fee® iI;Z?lcei?g s to
Per note: $1,000.00 $34.50 $965.50
Total: $505,000.00 $17,375.00 $487,625.00

(1) On the date of this pricing supplement, the estimated value of the notes is $946.80 per note, which is less than the
issue price. The estimated value of the notes is based on CGMI’s proprietary pricing models and our internal funding
rate. It is not an indication of actual profit to CGMI or other of our affiliates, nor is it an indication of the price, if any,
at which CGMI or any other person may be willing to buy the notes from you at any time after issuance. See
“Valuation of the Notes” in this pricing supplement.

(2) The issue price for investors purchasing the notes in fee-based advisory accounts will be up to $980.00 per note.

(3) The underwriting fee is variable but will not exceed $34.50 per note (or exceed $20.00 per note in the case of sales
to fee-based advisory accounts). The per note proceeds to issuer above represent the minimum per note proceeds to
issuer, assuming the maximum per note underwriting fee. For more information on the distribution of the notes, see
“Supplemental Plan of Distribution” in this pricing supplement. The total underwriting fees and proceeds to issuer in the
table above give effect to the actual total underwriting fee. In addition to the underwriting fee, CGMI and its affiliates
may profit from hedging activity related to this offering, even if the value of the notes declines. See “Use of Proceeds
and Hedging” in the accompanying prospectus.

Investing in the notes involves risks not associated with an investment in conventional debt securities. See
“Summary Risk Factors” beginning on page PS-4.

Neither the Securities and Exchange Commission (the “SEC”’) nor any state securities commission has approved
or disapproved of the notes or determined that this pricing supplement and the accompanying product
supplement, underlying supplement, prospectus supplement and prospectus is truthful or complete. Any
representation to the contrary is a criminal offense.

You should read this pricing supplement together with the accompanying product supplement, underlying
supplement, prospectus supplement and prospectus, each of which can be accessed via the hyperlinks below:

Product Supplement No. EA-02-06 dated April 7, 2017 Underlying Supplement No. 6 dated April 7, 2017
Prospectus Supplement and Prospectus each dated April 7, 2017

The notes are not bank deposits and are not insured or guaranteed by the Federal Deposit Insurance
Corporation or any other governmental agency, nor are they obligations of, or guaranteed by, a bank.


http://www.sec.gov/Archives/edgar/data/200245/000095010317003407/dp74979_424b2-par.htm
http://www.sec.gov/Archives/edgar/data/200245/000095010317003405/dp74985_424b2-us6.htm
http://www.sec.gov/Archives/edgar/data/831001/000119312517116348/d370918d424b2.htm
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Citigroup Global Markets Holdings Inc.
Market-Linked Notes Based on the EURO STOXX 50® Index Due July 29, 2021

Additional Information

The terms of the notes are set forth in the accompanying product supplement, prospectus supplement and prospectus,
as supplemented by this pricing supplement. The accompanying product supplement, prospectus supplement and
prospectus contain important disclosures that are not repeated in this pricing supplement. For example, certain events
may occur that could affect your payment at maturity. These events and their consequences are described in the
accompanying product supplement in the sections “Description of the Securities—Certain Additional Terms for Securities
Linked to an Underlying Index—Consequences of a Market Disruption Event; Postponement of a Valuation Date” and
“—Discontinuance or Material Modification of an Underlying Index,” and not in this pricing supplement. The
accompanying underlying supplement contains important disclosures regarding the underlying index that are not
repeated in this pricing supplement. It is important that you read the accompanying product supplement, underlying
supplement, prospectus supplement and prospectus together with this pricing supplement in connection with your
investment in the notes. Certain terms used but not defined in this pricing supplement are defined in the accompanying
product supplement.

Hypothetical Examples

The diagram below illustrates your payment at maturity for a range of hypothetical percentage changes from the initial
index level to the final index level.

Investors in the notes will not receive any dividends that may be paid on the stocks that constitute the

underlying index. The diagram and examples below do not show any effect of lost dividend yield over the term

of the notes. See “Summary Risk Factors—Investing in the notes is not equivalent to investing in the underlying index or
the stocks that constitute the underlying index” below.

Market-Linked Notes
Payment at Maturity Diagram

n The Notes n The Underlying Index

July 2018 PS-2
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Your actual payment at maturity per note will depend on the actual final index level. The examples below are intended
to illustrate how your payment at maturity will depend on whether the final index level is greater than or less than the
initial index level and by how much.

Example 1—Upside Scenario. The hypothetical final index level is 3,860.19 (a 10.00% increase from the initial index
level), which is greater than the initial index level.

Payment at maturity per note = $1,000 + ($1,000 x the upside participation rate x the index return)
=$1,000 + ($1,000 x 125.00% x 10.00%)
=$1,000 + $125

=$1,125

Because the underlying index appreciated by 10.00% from its initial index level to its hypothetical final index level,
your total return at maturity in this scenario would be 12.50%.

Example 2—Downside Scenario A. The hypothetical final index level is 3,439.07 (a 2.00% decrease from the initial
index level), which is less than the initial index level.

Payment at maturity per note = $1,000 x the index performance factor, subject to the minimum payment at maturity of
$950 per note

= $1,000 x 98%, subject to the minimum payment at maturity of $950 per note
= $980, subject to the minimum payment at maturity of $950 per note

= $980

In this scenario, because the underlying index depreciated from the initial index level to the hypothetical final index
level, but not by more than 5.00%, your payment at maturity would reflect 1-to-1 exposure to the negative
performance of the underlying index and you would incur a loss at maturity equal to the depreciation of the underlying
index.
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Example 3—Downside Scenario B. The hypothetical final index level is 2,807.41 (a 20.00% decrease from the initial
index level), which is less than the initial index level.

Payment at maturity per note = $1,000 x the index performance factor, subject to the minimum payment at maturity of
$950 per note

= $1,000 x 80%, subject to the minimum payment at maturity of $950 per note
= $800, subject to the minimum payment at maturity of $950 per note

= $950

In this scenario, because the underlying index depreciated from the initial index level to the hypothetical final index
level by more than 5.00%, you would incur a loss at maturity equal to the maximum loss of 5.00%.

July 2018 PS-3
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Summary Risk Factors

An investment in the notes is significantly riskier than an investment in conventional debt securities. The notes are
subject to all of the risks associated with an investment in our conventional debt securities (guaranteed by Citigroup
Inc.), including the risk that we and Citigroup Inc. may default on our obligations under the notes, and are also subject
to risks associated with the underlying index. Accordingly, the notes are suitable only for investors who are capable of
understanding the complexities and risks of the notes. You should consult your own financial, tax and legal advisors
as to the risks of an investment in the notes and the suitability of the notes in light of your particular circumstances.

The following is a summary of certain key risk factors for investors in the notes. You should read this summary
together with the more detailed description of risks relating to an investment in the notes contained in the section “Risk
Factors Relating to the Securities” beginning on page EA-6 in the accompanying product supplement. You should also
carefully read the risk factors included in the accompanying prospectus supplement and in the documents incorporated
by reference in the accompanying prospectus, including Citigroup Inc.’s most recent Annual Report on Form 10-K and
any subsequent Quarterly Reports on Form 10-Q, which describe risks relating to the business of Citigroup Inc. more
generally.

You may not receive any return on your investment in the notes and may lose up to 5% of your investment.
You will receive a positive return on your investment in the notes only if the underlying index appreciates from the
initial index level to the final index level. If the final index level is less than the initial index level, you will lose 1% of
the stated principal amount of the notes for every 1% by which the final index level is less than the initial index level,
subject to a maximum loss of 5% of your investment. As the notes do not pay any interest, if the underlying index
does not appreciate sufficiently from the initial index level to the final index level over the term of the notes or if the
underlying index depreciates from the initial index level to the final index level, the overall return on the notes may be
less than the amount that would be paid on our conventional debt securities of comparable maturity.

The notes do not pay interest. Unlike conventional debt securities, the notes do not pay interest or any other
amounts prior to maturity. You should not invest in the notes if you seek current income during the term of the notes.

Although the notes limit your loss at maturity to 5%, you may nevertheless suffer additional losses on your
investment in real value terms if the underlying index declines or does not appreciate sufficiently from the
initial index level to the final index level. This is because inflation may cause the real value of the stated principal
amount to be less at maturity than it is at the time you invest, and because an investment in the notes represents a
forgone opportunity to invest in an alternative asset that does generate a positive real return. This potential loss in real
value terms is significant given the 3-year term of the notes. You should carefully consider whether an investment that
may not provide for any return on your investment, or may provide a return that is lower than the return on alternative
investments, is appropriate for you.
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Investing in the notes is not equivalent to investing in the underlying index or the stocks that constitute the
underlying index. You will not have voting rights, rights to receive dividends or other distributions or any other
rights with respect to the stocks that constitute the underlying index. The payment scenarios described in this pricing
supplement do not show any effect of lost dividend yield over the term of the notes. If the underlying index
appreciates, or if it depreciates by up to the dividend yield, this lost dividend yield may cause the notes to
underperform an alternative investment providing for a pass-through of dividends and 1-to-1 exposure to the
performance of the underlying index or its component companies.

Your payment at maturity depends on the closing level of the underlying index on a single day. Because your
payment at maturity depends on the closing level of the underlying index solely on the valuation date, you are subject
to the risk that the closing level of the underlying index on that day may be lower, and possibly significantly lower,
than on one or more other dates during the term of the notes. If you had invested in another instrument linked to the
underlying index that you could sell for full value at a time selected by you, or if the payment at maturity were based
on an average of closing levels of the underlying index, you might have achieved better returns.

The notes are subject to the credit risk of Citigroup Global Markets Holdings Inc. and Citigroup Inc. If
we default on our obligations under the notes and Citigroup Inc. defaults on its guarantee obligations, you
may not receive anything owed to you under the notes.

The notes will not be listed on any securities exchange and you may not be able to sell them prior to maturity.
The notes will not be listed on any securities exchange. Therefore, there may be little or no secondary market for the
notes. CGMI currently intends to make a secondary market in relation to the notes and to provide an indicative bid
price for the notes on a daily basis. Any indicative bid price for the notes provided by CGMI will be determined in
CGMTI’s sole discretion, taking into account prevailing market conditions and other relevant factors, and will not be a
representation by CGMI that the notes can be sold at that price, or at all. CGMI may suspend or terminate making a
market and providing indicative bid prices without notice, at any time and for any reason. If CGMI suspends or
terminates making a market, there may be no secondary market at all for the notes because it is likely that CGMI will
be the only broker-dealer that is willing to buy your notes prior to maturity. Accordingly, an investor must be
prepared to hold the notes until maturity.

July 2018 PS-4
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The estimated value of the notes on the pricing date, based on CGMI’s proprietary pricing models and our
internal funding rate, is less than the issue price. The difference is attributable to certain costs associated with
selling, structuring and hedging the notes that are included in the issue price. These costs include (i) the selling
concessions and other fees paid in connection with the offering of the notes, (ii) hedging and other costs incurred by
us and our affiliates in connection with the offering of the notes and (iii) the expected profit (which may be more or
less than actual profit) to CGMI or other of our affiliates in connection with hedging our obligations under the notes.
These costs adversely affect the economic terms of the notes because, if they were lower, the economic terms of the
notes would be more favorable to you. The economic terms of the notes are also likely to be adversely affected by the
use of our internal funding rate, rather than our secondary market rate, to price the notes. See “The estimated value of
the notes would be lower if it were calculated based on our secondary market rate” below.

The estimated value of the notes was determined for us by our affiliate using proprietary pricing
models. CGMI derived the estimated value disclosed on the cover page of this pricing supplement from its
proprietary pricing models. In doing so, it may have made discretionary judgments about the inputs to its
models, such as the volatility of the underlying index, dividend yields on the stocks that constitute the
underlying index and interest rates. CGMI’s views on these inputs may differ from your or others’ views, and
as an underwriter in this offering, CGMI’s interests may conflict with yours. Both the models and the inputs
to the models may prove to be wrong and therefore not an accurate reflection of the value of the notes.
Moreover, the estimated value of the notes set forth on the cover page of this pricing supplement may differ
from the value that we or our affiliates may determine for the notes for other purposes, including for
accounting purposes. You should not invest in the notes because of the estimated value of the notes. Instead,
you should be willing to hold the notes to maturity irrespective of the initial estimated value.

The estimated value of the notes would be lower if it were calculated based on our secondary market rate. The
estimated value of the notes included in this pricing supplement is calculated based on our internal funding rate,
which is the rate at which we are willing to borrow funds through the issuance of the notes. Our internal funding rate
is generally lower than our secondary market rate, which is the rate that CGMI will use in determining the value of the
notes for purposes of any purchases of the notes from you in the secondary market. If the estimated value included in
this pricing supplement were based on our secondary market rate, rather than our internal funding rate, it would likely
be lower. We determine our internal funding rate based on factors such as the costs associated with the notes, which
are generally higher than the costs associated with conventional debt securities, and our liquidity needs and
preferences. Our internal funding rate is not an interest rate that we will pay to investors in the notes, which do not
bear interest.

Because there is not an active market for traded instruments referencing our outstanding debt obligations, CGMI
determines our secondary market rate based on the market price of traded instruments referencing the debt obligations
of Citigroup Inc., our parent company and the guarantor of all payments due on the notes, but subject to adjustments
that CGMI makes in its sole discretion. As a result, our secondary market rate is not a market-determined measure of
our creditworthiness, but rather reflects the market’s perception of our parent company’s creditworthiness as adjusted
for discretionary factors such as CGMI’s preferences with respect to purchasing the notes prior to maturity.

The estimated value of the notes is not an indication of the price, if any, at which CGMI or any other person
may be willing to buy the notes from you in the secondary market. Any such secondary market price will fluctuate

9
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over the term of the notes based on the market and other factors described in the next risk factor. Moreover, unlike the
estimated value included in this pricing supplement, any value of the notes determined for purposes of a secondary
market transaction will be based on our secondary market rate, which will likely result in a lower value for the notes
than if our internal funding rate were used. In addition, any secondary market price for the notes will be reduced by a
bid-ask spread, which may vary depending on the aggregate stated principal amount of the notes to be purchased in
the secondary market transaction, and the expected cost of unwinding related hedging transactions. As a result, it is
likely that any secondary market price for the notes will be less than the issue price.

The value of the notes prior to maturity will fluctuate based on many unpredictable factors. The value of your
notes prior to maturity will fluctuate based on the level and volatility of the underlying index and a number of other
factors, including the price and volatility of the stocks that constitute the underlying index, the dividend yields on the
stocks that constitute the underlying index, interest rates generally, the volatility of the exchange rate between the
U.S. dollar and the euro, the correlation between that exchange rate and the level of the underlying index, the time
remaining to maturity and our and Citigroup Inc.’s creditworthiness, as reflected in our secondary market rate.
Changes in the level of the underlying index may not result in a comparable change in the value of your notes. You
should understand that the value of your notes at any time prior to maturity may be significantly less than the issue
price.

Immediately following issuance, any secondary market bid price provided by CGMI, and the value that will be
indicated on any brokerage account statements prepared by CGMI or its affiliates, will reflect a temporary
upward adjustment. The amount of this temporary upward adjustment will steadily decline to zero over the
temporary adjustment period. See “Valuation of the Notes” in this pricing supplement.

July 2018 PS-5
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The underlying index is subject to risks associated with non-U.S. markets. Investments linked to the value of
non-U.S. stocks involve risks associated with the securities markets in those countries, including risks of volatility in
those markets, governmental intervention in those markets and cross shareholdings in companies in certain countries.
Also, there is generally less publicly available information about companies in some of these jurisdictions than about
U.S. companies that are subject to the reporting requirements of the SEC. Further, non-U.S. companies are generally
subject to accounting, auditing and financial reporting standards and requirements and securities trading rules that are
different from those applicable to U.S. reporting companies. The prices of securities in foreign markets may be
affected by political, economic, financial and social factors in those countries, or global regions, including changes in
government, economic and fiscal policies and currency exchange laws. Moreover, the economies in such countries
may differ favorably or unfavorably from the economy of the United States in such respects as growth of gross
national product, rate of inflation, capital reinvestment, resources and self-sufficiency.

The underlying index performance will not be adjusted for changes in the exchange rate between the euro and
the U.S. dollar. The underlying index is composed of stocks traded in euro, the value of which may be subject to a
high degree of fluctuation relative to the U.S. dollar. However, the performance of the underlying index and the value
of your notes will not be adjusted for exchange rate fluctuations. If the euro appreciates relative to the U.S. dollar over
the term of the notes, your return on the notes will underperform an alternative investment that offers exposure to that
appreciation in addition to the changes in the euro prices of the stocks included in the underlying index.

Our offering of the notes does not constitute a recommendation of the underlying index. The fact that we are
offering the notes does not mean that we believe that investing in an instrument linked to the underlying index is
likely to achieve favorable returns. In fact, as we are part of a global financial institution, our affiliates may have
positions (including short positions) in the stocks that constitute the underlying index or in instruments related to the
underlying index or such stocks, and may publish research or express opinions, that in each case are inconsistent with
an investment linked to the underlying index. These and other activities of our affiliates may affect the level of the
underlying index in a way that has a negative impact on your interests as a holder of the notes.

The level of the underlying index may be adversely affected by our or our affiliates’ hedging and other trading
activities. We have hedged our obligations under the notes through CGMI or other of our affiliates, who have taken
positions directly in the stocks that constitute the underlying index and other financial instruments related to the
underlying index or such stocks and may adjust such positions during the term of the notes. Our affiliates also trade
the stocks that constitute the underlying index and other financial instruments related to the underlying index or such
stocks on a regular basis (taking long or short positions or both), for their accounts, for other accounts under their
management or to facilitate transactions on behalf of customers. These activities could affect the level of the
underlying index in a way that negatively affects the value of the notes. They could also result in substantial returns
for us or our affiliates while the value of the notes declines.

We and our affiliates may have economic interests that are adverse to yours as a result of our affiliates’ business
activities. Our affiliates may currently or from time to time engage in business with the issuers of the stocks that
constitute the underlying index, including extending loans to, making equity investments in or providing advisory
services to such issuers. In the course of this business, we or our affiliates may acquire non-public information about
such issuers, which we will not disclose to you. Moreover, if any of our affiliates is or becomes a creditor of any such

11
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issuer, they may exercise any remedies against such issuer that are available to them without regard to your interests.

The calculation agent, which is an affiliate of ours, will make important determinations with respect to the
notes. If certain events occur, such as market disruption events or the discontinuance of the underlying index, CGMI,
as calculation agent, will be required to make discretionary judgments that could significantly affect your payment at
maturity. In making these judgments, the calculation agent’s interests as an affiliate of ours could be adverse to your
interests as a holder of the notes.

Adjustments to the underlying index may affect the value of your notes. STOXX Limited (the “underlying index
publisher”) may add, delete or substitute the stocks that constitute the underlying index or make other methodological
changes that could affect the level of the underlying index. The underlying index publisher may discontinue or
suspend calculation or publication of the underlying index at any time without regard to your interests as holders of
the notes.

July 2018 PS-6
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Information About the EURO STOXX 50® Index

The EURO STOXX 50% Index is composed of 50 component stocks of market sector leaders from within the 19
EURO STOXX® Supersector indices, which represent the Eurozone portion of the STOXX Europe 600® Supersector
indices. The STOXX Europe 600® Supersector indices contain the 600 largest stocks traded on the major exchanges
of 18 European countries. The EURO STOXX 50® Index is reported by Bloomberg L.P. under the ticker symbol
“SXSE.”

STOXX Limited (“STOXX") and its licensors and CGMI have entered into a non-exclusive license agreement providing
for the license to CGMI and its affiliates, in exchange for a fee, of the right to use the EURO STOXX 50® Index,

which is owned and published by STOXX, in connection with certain financial instruments, including the notes. For
more information, see “Equity Index Descriptions—The EURO STOXX®Ihdex—License Agreement” in the
accompanying underlying supplement.

Please refer to the section “Equity Index Descriptions—The EURO STOXX®5Ihdex” in the accompanying underlying
supplement for important disclosures regarding the EURO STOXX 50® Index.

Historical Information

The closing level of the EURO STOXX 50® Index on July 26, 2018 was 3,509.26.

The graph below shows the closing level of the EURO STOXX 50® Index for each day such level was available from
January 2, 2008 to July 26, 2018. We obtained the closing levels from Bloomberg L.P., without independent
verification. You should not take the historical levels of the EURO STOXX 50® Index as an indication of future
performance.

EURO STOXX 50°® Index — Historical Closing Levels
January 2, 2008 to July 26, 2018

July 2018 PS-7
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United States Federal Income Tax Considerations

Prospective investors should note that, other than the discussion under “United States Federal Tax
Considerations—Tax Consequences to Non-U.S. Holders—Possible Withholding Under Section 871(m) of the Code,”
the section entitled “United States Federal Tax Considerations’ in the accompanying product supplement does

not apply to the notes issued under this pricing supplement and is superseded by the following discussion.

In the opinion of our counsel, Davis Polk & Wardwell LLP, the notes should be treated as “contingent payment debt
instruments” for U.S. federal income tax purposes, as described in the section of the accompanying prospectus
supplement called “United States Federal Tax Considerations—Tax Consequences to U.S. Holders—Notes Treated as
Contingent Payment Debt Instruments,” and the remaining discussion is based on this treatment. The discussion herein
does not address the consequences to taxpayers subject to special tax accounting rules under Section 451(b) of the
Internal Revenue Code of 1986, as amended (the “Code™).

If you are a U.S. Holder (as defined in the accompanying prospectus supplement), you will be required to recognize
interest income during the term of the notes at the “comparable yield,” which generally is the yield at which we could
issue a fixed-rate debt instrument with terms similar to those of the notes, including the level of subordination, term,
timing of payments and general market conditions, but excluding any adjustments for the riskiness of the

contingencies or the liquidity of the notes. We are required to construct a “projected payment schedule” in respect of the
notes representing a payment the amount and timing of which would produce a yield to maturity on the notes equal to
the comparable yield. Assuming you hold the notes until their maturity, the amount of interest you include in income
based on the comparable yield in the taxable year in which the notes mature will be adjusted upward or downward to
reflect the difference, if any, between the actual and projected payment on the notes at maturity as determined under

the projected payment schedule.

Upon the sale, exchange or retirement of the notes prior to maturity, you generally will recognize gain or loss equal to
the difference between the proceeds received and your adjusted tax basis in the notes. Your adjusted tax basis will
equal your purchase price for the notes, increased by interest previously included in income on the notes. Any gain
generally will be treated as ordinary income, and any loss generally will be treated as ordinary loss to the extent of
prior interest inclusions on the note and as capital loss thereafter.

We have determined that the comparable yield for a note is a rate of 3.548%, compounded semi-annually, and that the
projected payment schedule with respect to a note consists of a single payment of $1,111.217 at maturity. The
following table states the amount of interest (without taking into account any adjustment to reflect the difference, if
any, between the actual and the projected amount of the contingent payment on a note) that will be deemed to have
accrued with respect to a note for each accrual period (assuming a day count convention of 30 days per month and 360
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days per year), based upon the comparable yield set forth above:

OID DEEMED TO ACCRUE TOTAL OID DEEMED TO HAVE ACCRUED

ACCRUAL PERIOD DURING ACCRUAL PERIOD FROM ISSUE DATE (PER NOTE) AS OF END OF
(PER NOTE) ACCRUAL PERIOD

Issue date through

December 31, 2018 $14.784 $14.784

January 1, 2019

through June 30, 2019 *18:003 $32.787

July 1, 2019 through

December 31,2019 18:322 $51.109

January 1, 2020

through June 30,2020 18647 $69.757

July 1, 2020 through

December 31, 2020 $18.978 $88.735

January 1, 2021

through June 30,2021 19313 $108.050

July 1, 2021 through $3.167 S111217

maturity

Neither the comparable yield nor the projected payment schedule constitutes a representation by us regarding
the actual amount that we will pay on the notes.

Non-U.S. Holders. Subject to the discussions below regarding Section 871(m) and in “United States Federal Tax
Considerations—Tax Consequences to Non-U.S. Holders” and “—FATCA” in the accompanying prospectus supplement, if
you are a Non-U.S. Holder (as defined in the accompanying prospectus supplement) of the notes, under current law

you generally will not be subject to U.S. federal

July 2018 PS-8
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withholding or income tax in respect of any payment on or any amount received on the sale, exchange or retirement of
the notes, provided that (i) income in respect of the notes is not effectively connected with your conduct of a trade or
business in the United States, and (ii) you comply with the applicable certification requirements. See “United States
Federal Tax Considerations—Tax Consequences to Non-U.S. Holders” in the accompanying prospectus supplement for a
more detailed discussion of the rules applicable to Non-U.S. Holders of the notes.

As discussed under “United States Federal Tax Considerations—Tax Consequences to Non-U.S. Holders—Possible
Withholding Under Section 871(m) of the Code” in the accompanying product supplement, Section 871(m) of the Code
and Treasury regulations promulgated thereunder (“Section 871(m)”’) generally impose a 30% withholding tax on
dividend equivalents paid or deemed paid to Non-U.S. Holders with respect to certain financial instruments linked to
U.S. equities (“U.S. Underlying Equities”) or indices that include U.S. Underlying Equities. Section 871(m) generally
applies to instruments that substantially replicate the economic performance of one or more U.S. Underlying Equities,
as determined based on tests set forth in the applicable Treasury regulations (a “Specified Security”). However, the
regulations, as modified by an Internal Revenue Service (“IRS”) notice, exempt financial instruments issued in 2018 that
do not have a “delta” of one. Based on the terms of the notes and representations provided by us, our counsel is of the
opinion that the notes should not be treated as transactions that have a “delta” of one within the meaning of the
regulations with respect to any U.S. Underlying Equity and, therefore, should not be Specified Securities subject to
withholding tax under Section 871(m).

A determination that the notes are not subject to Section 8§71(m) is not binding on the IRS, and the IRS may disagree
with this treatment. Moreover, Section 871(m) is complex and its application may depend on your particular
circumstances. For example, if you enter into other transactions relating to a U.S. Underlying Equity, you could be
subject to withholding tax or income tax liability under Section 871(m) even if the notes are not Specified Securities
subject to Section 871(m) as a general matter. You should consult your tax adviser regarding the potential application
of Section 871(m) to the notes.

If withholding tax applies to the notes, we will not be required to pay any additional amounts with respect to amounts
withheld.

You should read the section entitled “United States Federal Tax Considerations’ in the accompanying prospectus
supplement and the discussion under ‘“United States Federal Tax Considerations—Tax Consequences to Non-U.S.
Holders—Possible Withholding Under Section 871(m) of the Code” in the accompanying product supplement. The
preceding discussion, when read in combination with those sections, constitutes the full opinion of Davis Polk &
Wardwell LLP regarding the material U.S. federal tax consequences of owning and disposing of the notes.
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You should also consult your tax adviser regarding all aspects of the U.S. federal tax consequences of an
investment in the notes and any tax consequences arising under the laws of any state, local or non-U.S. taxing
jurisdiction.

Supplemental Plan of Distribution

CGMI, an affiliate of Citigroup Global Markets Holdings Inc. and the underwriter of the sale of the notes, is acting as
principal and will receive an underwriting fee of up to $34.50 for each $1,000 note sold in this offering (or up to
$20.00 per note in the case of sales to fee-based advisory accounts). The actual underwriting fee will be equal to the
selling concession provided to selected dealers, as described in this paragraph. CGMI will pay selected dealers not
affiliated with CGMI a variable selling concession of up to $34.50 for each note they sell to accounts other than
fee-based advisory accounts. CGMI will pay selected dealers not affiliated with CGMI a variable selling concession of
up to $20.00 for each note they sell to fee-based advisory accounts. For the avoidance of doubt, the fees and selling
concessions described in this pricing supplement will not be rebated if the notes are redeemed prior to maturity.

CGMLl is an affiliate of ours. Accordingly, this offering will conform with the requirements addressing conflicts of
interest when distributing the securities of an affiliate set forth in Rule 5121 of the Financial Industry Regulatory
Authority. Client accounts over which Citigroup Inc. or its subsidiaries have investment discretion will not be
permitted to purchase the notes, either directly or indirectly, without the prior written consent of the client.

Secondary market sales of securities typically settle two business days after the date on which the parties agree to the
sale. Because the issue date for the notes is more than two business days after the pricing date, investors who wish to
sell the notes at any time prior to the second business day preceding the issue date will be required to specify an
alternative settlement date for the secondary market sale to prevent a failed settlement. Investors should consult their
own investment advisors in this regard.

See “Plan of Distribution; Conflicts of Interest” in the accompanying product supplement and “Plan of Distribution” in
each of the accompanying prospectus supplement and prospectus for additional information.

A portion of the net proceeds from the sale of the notes will be used to hedge our obligations under the notes. We have
hedged our obligations under the notes through CGMI or other of our affiliates. CGMI or such other of our affiliates
may profit from this hedging activity even if the value of the notes declines. This hedging activity could affect the
closing level of the underlying index and, therefore, the value of and your return on the notes. For additional
information on the ways in which our counterparties may hedge our obligations under the notes, see “Use of Proceeds
and Hedging” in the accompanying prospectus.

July 2018 PS-9
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Valuation of the Notes

CGMI calculated the estimated value of the notes set forth on the cover page of this pricing supplement based on
proprietary pricing models. CGMI’s proprietary pricing models generated an estimated value for the notes by
estimating the value of a hypothetical package of financial instruments that would replicate the payout on the notes,
which consists of a fixed-income bond (the “bond component”) and one or more derivative instruments underlying the
economic terms of the notes (the “derivative component”). CGMI calculated the estimated value of the bond component
using a discount rate based on our internal funding rate. CGMI calculated the estimated value of the derivative
component based on a proprietary derivative-pricing model, which generated a theoretical price for the instruments
that constitute the derivative component based on various inputs, including the factors described under “Summary Risk
Factors—The value of the notes prior to maturity will fluctuate based on many unpredictable factors” in this pricing
supplement, but not including our or Citigroup Inc.’s creditworthiness. These inputs may be market-observable or may
be based on assumptions made by CGMI in its discretionary judgment.

For a period of approximately three months following issuance of the notes, the price, if any, at which CGMI would
be willing to buy the notes from investors, and the value that will be indicated for the notes on any brokerage account
statements prepared by CGMI or its affiliates (which value CGMI may also publish through one or more financial
information vendors), will reflect a temporary upward adjustment from the price or value that would otherwise be
determined. This temporary upward adjustment represents a portion of the hedging profit expected to be realized by
CGMI or its affiliates over the term of the notes. The amount of this temporary upward adjustment will decline to zero
on a straight-line basis over the three-month temporary adjustment period. However, CGMI is not obligated to buy the
notes from investors at any time. See “Summary Risk Factors—The notes will not be listed on any securities exchange
and you may not be able to sell them prior to maturity.”

Certain Selling Restrictions

Hong Kong Special Administrative Region

The contents of this pricing supplement and the accompanying product supplement, underlying supplement,
prospectus supplement and prospectus have not been reviewed by any regulatory authority in the Hong Kong Special
Administrative Region of the People’s Republic of China (“Hong Kong”). Investors are advised to exercise caution in
relation to the offer. If investors are in any doubt about any of the contents of this pricing supplement and the
accompanying product supplement, underlying supplement, prospectus supplement and prospectus, they should obtain
independent professional advice.
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The notes have not been offered or sold and will not be offered or sold in Hong Kong by means of any document,
other than

(i) to persons whose ordinary business is to buy or sell shares or debentures (whether as principal or agent); or

to “professional investors” as defined in the Securities and Futures Ordinance (Cap. 571) of Hong Kong (the
“Securities and Futures Ordinance”) and any rules made under that Ordinance; or

(i)

in other circumstances which do not result in the document being a “prospectus” as defined in the Companies
(iii) Ordinance (Cap. 32) of Hong Kong or which do not constitute an offer to the public within the meaning of that
Ordinance; and

There is no advertisement, invitation or document relating to the notes which is directed at, or the contents of which
are likely to be accessed or read by, the public of Hong Kong (except if permitted to do so under the securities laws of
Hong Kong) other than with respect to securities which are or are intended to be disposed of only to persons outside
Hong Kong or only to “professional investors™ as defined in the Securities and Futures Ordinance and any rules made
under that Ordinance.

Non-insured Product: These notes are not insured by any governmental agency. These notes are not bank deposits and
are not covered by the Hong Kong Deposit Protection Scheme.

Singapore

This pricing supplement and the accompanying product supplement, underlying supplement, prospectus supplement
and prospectus have not been registered as a prospectus with the Monetary Authority of Singapore, and the notes will
be offered pursuant to exemptions under the Securities and Futures Act, Chapter 289 of Singapore (the “Securities and
Futures Act”). Accordingly, the notes may not be offered or sold or made the subject of an invitation for subscription or
purchase nor may this pricing supplement or any other document or material in connection with the offer or sale or
invitation for subscription or purchase of any notes be circulated or distributed, whether directly or indirectly, to any
person in Singapore other than (a) to an institutional investor pursuant to Section 274 of the Securities and Futures
Act, (b) to a relevant person under Section 275(1) of the Securities and Futures Act or to any person pursuant to
Section 275(1A) of the Securities and Futures Act and in accordance with the conditions specified in Section 275 of
the Securities and Futures Act, or (c) otherwise pursuant to, and in accordance with the conditions of, any other
applicable provision of the Securities and Futures Act. Where the notes are subscribed or purchased under Section 275
of the Securities and Futures Act by a relevant person which is:

July 2018 PS-10
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a corporation (which is not an accredited investor (as defined in Section 4A of the Securities and Futures Act)) the
(a)sole business of which is to hold investments and the entire share capital of which is owned by one or more
individuals, each of whom is an accredited investor; or

a trust (where the trustee is not an accredited investor) whose sole purpose is to hold investments and each
beneficiary is an individual who is an accredited investor, securities (as defined in Section 239(1) of the Securities

(b)and Futures Act) of that corporation or the beneficiaries’ rights and interests (howsoever described) in that trust
shall not be transferable for 6 months after that corporation or that trust has acquired the relevant securities
pursuant to an offer under Section 275 of the Securities and Futures Act except:

to an institutional investor or to a relevant person defined in Section 275(2) of the Securities and Futures Act or to
(i)any person arising from an offer referred to in Section 275(1A) or Section 276(4)(i)(B) of the Securities and Futures
Act; or

(>i1) where no consideration is or will be given for the transfer; or
(i11) where the transfer is by operation of law; or
y op
@iv) ursuant to Section 276(7) of the Securities and Futures Act; or
P

as specified in Regulation 32 of the Securities and Futures (Offers of Investments) (Shares and Debentures)

(V)Regulations 2005 of Singapore.

Any notes referred to herein may not be registered with any regulator, regulatory body or similar organization or
institution in any jurisdiction.

The notes are Specified Investment Products (as defined in the Notice on Recommendations on Investment Products
and Notice on the Sale of Investment Product issued by the Monetary Authority of Singapore on 28 July 2011) that is
neither listed nor quoted on a securities market or a futures market.

Non-insured Product: These notes are not insured by any governmental agency. These notes are not bank deposits.
These notes are not insured products subject to the provisions of the Deposit Insurance and Policy Owners’ Protection
Schemes Act 2011 of Singapore and are not eligible for deposit insurance coverage under the Deposit Insurance
Scheme.
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Prohibition of Sales to EEA Retail Investors

The notes may not be offered, sold or otherwise made available to any retail investor in the European Economic Area.
For the purposes of this provision:

(a) the expression “retail investor” means a person who is one (or more) of the following:

(i) aretail client as defined in point (11) of Article 4(1) of Directive 2014/65/EU (as amended, “MiFID II”’); or

a customer within the meaning of Directive 2002/92/EC, where that customer would not qualify as a professional

(i) client as defined in point (10) of Article 4(1) of MiFID II; or

(i11) not a qualified investor as defined in Directive 2003/71/EC; and

the expression “offer” includes the communication in any form and by any means of sufficient information on the
terms of the offer and the notes offered so as to enable an investor to decide to purchase or subscribe the notes.

(b)

Validity of the Notes

In the opinion of Davis Polk & Wardwell LLP, as special products counsel to Citigroup Global Markets Holdings Inc.,
when the notes offered by this pricing supplement have been executed and issued by Citigroup Global Markets
Holdings Inc. and authenticated by the trustee pursuant to the indenture, and delivered against payment therefor, such
notes and the related guarantee of Citigroup Inc. will be valid and binding obligations of Citigroup Global Markets
Holdings Inc. and Citigroup Inc., respectively, enforceable in accordance with their respective terms, subject to
applicable bankruptcy, insolvency and similar laws affecting creditors’ rights generally, concepts of reasonableness
and equitable principles of general applicability (including, without limitation, concepts of good faith, fair dealing and
the lack of bad faith), provided that such counsel expresses no opinion as to the effect of fraudulent conveyance,
fraudulent transfer or similar provision of applicable law on the conclusions expressed above. This opinion is given as
of the date of this pricing supplement and is limited to the laws of the State of New York, except that such counsel
expresses no opinion as to the application of state securities or Blue Sky laws to the notes.

In giving this opinion, Davis Polk & Wardwell LLP has assumed the legal conclusions expressed in the opinions set
forth below of Scott L. Flood, General Counsel and Secretary of Citigroup Global Markets Holdings Inc., and Barbara
Politi, Assistant General Counsel—Capital Markets of Citigroup Inc. In addition, this opinion is subject to the
assumptions set forth in the letter of Davis Polk & Wardwell LLP dated April 7, 2017, which has been filed as an
exhibit to a Current Report on Form 8-K filed by Citigroup Inc. on April 7, 2017, that

21



July 2018 PS-11

Edgar Filing: CITIGROUP INC - Form 424B2

22



Edgar Filing: CITIGROUP INC - Form 424B2

Citigroup Global Markets Holdings Inc.
Market-Linked Notes Based on the EURO STOXX 50® Index Due July 29, 2021

the indenture has been duly authorized, executed and delivered by, and is a valid, binding and enforceable agreement
of, the trustee and that none of the terms of the notes nor the issuance and delivery of the notes and the related
guarantee, nor the compliance by Citigroup Global Markets Holdings Inc. and Citigroup Inc. with the terms of the
notes and the related guarantee respectively, will result in a violation of any provision of any instrument or agreement
then binding upon Citigroup Global Markets Holdings Inc. or Citigroup Inc., as applicable, or any restriction imposed
by any court or governmental body having jurisdiction over Citigroup Global Markets Holdings Inc. or Citigroup Inc.,
as applicable.

In the opinion of Scott L. Flood, Secretary and General Counsel of Citigroup Global Markets Holdings Inc., (i) the
terms of the notes offered by this pricing supplement have been duly established under the indenture and the Board of
Directors (or a duly authorized committee thereof) of Citigroup Global Markets Holdings Inc. has duly authorized the
issuance and sale of such notes and such authorization has not been modified or rescinded; (ii) Citigroup Global
Markets Holdings Inc. is validly existing and in good standing under the laws of the State of New York; (iii) the
indenture has been duly authorized, executed and delivered by Citigroup Global Markets Holdings Inc.; and (iv) the
execution and delivery of such indenture and of the notes offered by this pricing supplement by Citigroup Global
Markets Holdings Inc., and the performance by Citigroup Global Markets Holdings Inc. of its obligations thereunder,
are within its corporate powers and do not contravene its certificate of incorporation or bylaws or other constitutive
documents. This opinion is given as of the date of this pricing supplement and is limited to the laws of the State of
New York.

Scott L. Flood, or other internal attorneys with whom he has consulted, has examined and is familiar with originals, or
copies certified or otherwise identified to his satisfaction, of such corporate records of Citigroup Global Markets
Holdings Inc., certificates or documents as he has deemed appropriate as a basis for the opinions expressed above. In
such examination, he or such persons has assumed the legal capacity of all natural persons, the genuineness of all
signatures (other than those of officers of Citigroup Global Markets Holdings Inc.), the authenticity of all documents
submitted to him or such persons as originals, the conformity to original documents of all documents submitted to him
or such persons as certified or photostatic copies and the authenticity of the originals of such copies.

In the opinion of Barbara Politi, Assistant General Counsel—Capital Markets of Citigroup Inc., (i) the Board of
Directors (or a duly authorized committee thereof) of Citigroup Inc. has duly authorized the guarantee of such notes
by Citigroup Inc. and such authorization has not been modified or rescinded; (ii) Citigroup Inc. is validly existing and
in good standing under the laws of the State of Delaware; (iii) the indenture has been duly authorized, executed and
delivered by Citigroup Inc.; and (iv) the execution and delivery of such indenture, and the performance by Citigroup
Inc. of its obligations thereunder, are within its corporate powers and do not contravene its certificate of incorporation
or bylaws or other constitutive documents. This opinion is given as of the date of this pricing supplement and is
limited to the General Corporation Law of the State of Delaware.
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Barbara Politi, or other internal attorneys with whom she has consulted, has examined and is familiar with originals,
or copies certified or otherwise identified to her satisfaction, of such corporate records of Citigroup Inc., certificates or
documents as she has deemed appropriate as a basis for the opinions expressed above. In such examination, she or
such persons has assumed the legal capacity of all natural persons, the genuineness of all signatures (other than those
of officers of Citigroup Inc.), the authenticity of all documents submitted to her or such persons as originals, the
conformity to original documents of all documents submitted to her or such persons as certified or photostatic copies
and the authenticity of the originals of such copies.

Contact

Clients may contact their local brokerage representative. Third-party distributors may contact Citi Structured
Investment Sales at (212) 723-7005.

© 2018 Citigroup Global Markets Inc. All rights reserved. Citi and Citi and Arc Design are trademarks and service
marks of Citigroup Inc. or its affiliates and are used and registered throughout the world.
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top" ALIGN="Ileft">5.STOCKHOLDERS EQUITY

In April 2004, the Company completed a private placement of 1.6 million shares of common stock at a price of $4.40 per share and rights to
purchase an additional 550,000 shares of common stock at the same price for up to 90 days after June 3, 2004 (the date that the Company s
Registration Statement was declared effective). Net proceeds to the Company were approximately $6.5 million. The Company will use the net
proceeds from the private placement for working capital and general corporate purposes.

Shortly after completion of this transaction, one of the investors advised the Company that it was considering whether it had any potential claims
against the Company for allegedly false verbal statements made prior to the completion of the transaction. To date, the Company has not
received a written demand from the investor. The Company does not believe that the investor has any viable claims or that there were any
materially false statements made. If the investor makes a claim related to the April 2004 private placement of securities, the Company intends to
defend its position vigorously.

6. EQUITY INVESTMENT

The Company had a 60% interest in a foreign joint venture, eDiets Europe Limited ( eDiets Europe ), which was accounted for under the equity
method of accounting. As of June 30, 2004, the investment recorded was zero as it had been limited to the license of the Company s international
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technology rights. Accordingly, since the Company had not invested any funds, nor was it committed to do so, the Company did not record its
share of the joint venture s losses. On July 15, 2004, the Company acquired the remaining 40% interest in eDiets Europe held by Unislim Ireland
for a combination of cash and common stock valued at approximately $2 million. As a result, eDiets Europe has become a wholly-owned
subsidiary of eDiets.com, Inc. Consequently, the Company will consolidate the results of operations and accounts of eDiets Europe beginning in
its third fiscal quarter ending September 30, 2004. See Note 10.

7. STOCK-BASED COMPENSATION

The Company applies the intrinsic value method provisions of Accounting Principles Board Opinion No. 25, Accounting for Stock Issued to
Employees, and related interpretations in accounting for grants of options to Company directors, officers and employees under the Company s
stock option plan. In September 2003, the Company granted an aggregate of 201,750 options to employees under the plan with an exercise price
below the market value of the underlying common stock on the date of grant, with a total intrinsic value of approximately $129,000.
Consequently, compensation expense is being recognized pro-rata on a straight-line basis over the 3-year vesting period of the options for the
excess of the market value over the exercise price and totaled approximately $11,000 and $22,000 for the three and six months ended June 30,
2004, respectively.

The following table illustrates the effect on net loss and loss per share as if the Company had applied the fair value recognition provisions of
Statement of Financial Accounting Standard (SFAS) No. 123, Accounting for Stock-Based Compensation, as amended by SFAS No. 148,
Accounting for Stock-Based Compensation — Transition and Disclosure, in accounting for employee option grants under the plan.

Three Months Six Months
Ended June 30, Ended June 30,
2004 2003 2004 2003
Net loss - as reported $(5,469)  $(1,740)  $(8.482) $(3,743)
Stock-based compensation expense included in reported net loss 11 22
Pro forma compensation expense (196) (74) (379) (150)
Pro forma net loss $ (5,654) $(1,814) $ (8,839) $ (3,893)
Basic and diluted loss per share
As reported $ 027) $ (0.11) $ (044 $ (0.29)
Pro forma $ (0.28) $ (0.11) $ (0.46) $ (0.24)
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(Unaudited)

8. INCOME TAXES

The Company recorded approximately $26,000 of income tax benefit for the six months ended June 30, 2004 and $62,000 and $122,000 for the
three and six months ended June 30, 2003, respectively. The income tax benefit primarily related to the amortization of intangible assets
resulting from the DietSmart acquisition in October 2001.

9. LEGAL PROCEEDINGS

In the ordinary course of business, the Company and/or its subsidiaries may be parties to legal proceedings and regulatory inquiries, the outcome
of which, either singly or in the aggregate, is not expected to have a material adverse effect on our financial condition or results of operations.

In November 2003, Weight Watchers © International brought a lawsuit against the Company in the United States District Court for the Southern
District of New York, alleging trademark, trade dress and copyright infringement against the Company stemming from the purported appearance
of the Company s pop-up advertisements on or under Weight Watchers websites. In addition to damages, Weight Watchers was seeking
injunctive relief. In response, the Company asserted a counterclaim against Weight Watchers for tortious interference with business
relationships. The Company also asserted third party claims against its on-line advertising agency and several third-party online marketers, for
breach of contract and negligence in connection with their roles in placing the allegedly infringing advertisements. The Company filed its
answer, with counterclaim and third party complaint, with the court in December 2003. In June 2004 the parties agreed to settle the matter. The
settlement did not impact the Company s financial condition or results of operations.

Also in November 2003, Weight Watchers International filed a trade complaint against the Company for false and misleading advertising before
the National Advertising Division of the Better Business Bureau. The trade complaint asserts that several advertisements and claims made on the
Company s web site and in banner advertisements are false, misleading or cannot be substantiated. The Company s response to this complaint was
submitted in January 2004. In May 2004, the National Advertising Division of the Better Business Bureau concluded that several of the
Company s advertisements should be modified and the Company is complying with these recommendations. Compliance with the National
Adbvertising Division s recommendations is voluntary. However, the National Advertising Division of the Better Business Bureau could refer the
matter to the Federal Trade Commission to the extent that the Company does not comply with its recommendations. In June 2004, Weight
Watchers appealed the decision of the National Advertising Division and requested that the National Advertising Review Board appoint a panel
to review certain aspects of the decision. Weight Watcher s request was subsequently granted by National Advertising Review Board. As with
National Advertising Division decisions, compliance with the recommendations of the National Advertising Review Board is voluntary,
however, the matter could be referred to the Federal Trade Commission to the extent that the Company does not comply with its
recommendations.

10. SUBSEQUENT EVENTS

On July 15, 2004, eDiets Europe entered into a 15-year exclusive licensing agreement involving eDiets.com s online diet service in the United
Kingdom and Ireland with Tesco Ireland Limited ( Tesco ). The license is renewable at Tesco s option. Under terms of the agreement, Tesco
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acquired exclusive rights to use eDiets.com s personalized diet technology in the United Kingdom and Ireland. As consideration for the rights
and the existing eDiets.com business in the United Kingdom and Ireland, Tesco made an initial payment of approximately $3.7 million and will
pay ongoing royalties. Tesco is a wholly-owned subsidiary of Tesco plc, a company located in the United Kingdom.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
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In addition, on July 15, 2004, eDiets BVI, Inc., an affiliate of eDiets.com, Inc., acquired all of the securities of eDiets Europe owned by Unislim
Ireland Limited, Unislim Clubs Limited and Ciaran McCourt, a director of eDiets.com, Inc. and the Managing Director of eDiets Europe, for
approximately $1.5 million and 255,605 shares of restricted common stock. As a result, eDiets Europe has become a wholly-owned subsidiary of
eDiets BVI, Inc. Prior to this transaction the Company held a majority ownership interest in eDiets Europe. In accordance with U.S. Generally
Accepted Accounting Principles, the Company did not include eDiets Europe s accounts and results of operations in its consolidated financial
statements prior to the acquisition. As a result of its acquisition of the remaining interest in eDiets Europe, the Company will consolidate the
results of operations and accounts of eDiets Europe beginning in its third fiscal quarter ending on September 30, 2004.
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ITEM 2. MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

The information contained in this Quarterly Report on Form 10-Q, other than historical information, may include forward-looking statements as

defined in the Private Securities Litigation Reform Act of 1995. Words such as may , will , expect , intend , anticipate , believe , estimate ,
plan and similar expressions in this report identify forward-looking statements. The forward-looking statements are based on current views with

respect to future events and financial performance. Actual results may differ materially from those projected in the forward-looking statements.

The forward-looking statements are subject to risks, uncertainties and assumptions, including, among other things those associated with:

our ability to meet our financial obligations;

the relative success of marketing and advertising;

the continued attractiveness of our diet and fitness programs;

competition, including price competition and competition with self-help weight loss and medical programs;

adverse results in litigation and regulatory matters, more aggressive enforcement of existing legislation or regulations, a change in the
interpretation of existing legislation or regulations, or promulgation of new or enhanced legislation or regulations;

general economic and business conditions; and

terroristic activities and the prospect of or the actuality of war.

The factors listed in the section entitled Certain Factors Which May Affect Future Results in the section Management s Discussion and Analysis
of Financial Condition and Results of Operations of our Annual Report on Form 10-KSB, for the year ended December 31, 2003, as well as any
other cautionary language in this report, provide examples of risks, uncertainties and events which may cause our actual results to differ

materially from the expectations we described in our forward-looking statements. All forward-looking statements are current only as of the date

on which such statements are made. We do not undertake any obligation to release publicly the result of any revisions to these forward-looking
statements, which may be made to reflect events or circumstances after the date hereof or to reflect the occurrence of unanticipated events.

OUR BUSINESS

We are executing a strategy to be a leading online provider of services, information and products related to nutrition, fitness and motivation. In
2003, we derived approximately 86% of our total revenues of $38,332,000 from the sale of approximately 406,000 personalized
subscription-based online nutrition plans related to weight management, to dietary regimens such as vegetarianism and to specific medical
conditions such as type 2 diabetes. Over 1.6 million consumers worldwide have become eDiets.com members since 1997. Nielsen//NetRatings
has ranked eDiets.com as the Most Trafficked Health, Fitness & Nutrition Site for the week ending January 4, 2004, with over one million
unique visitors. As of June 30, 2004, eDiets had approximately 229,000 paying subscribers.
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During 2003, we undertook a unique strategy to obtain exclusive licenses for the intellectual property associated with a variety of third party
nutrition and fitness approaches and to offer personalized versions of these approaches in addition to our own internally-developed plans. To
date, eDiets has obtained licenses from Atkins Nutritionals, Inc., ZonePerfect Nutrition, Inc., Dr. Phil McGraw, author of The Ultimate Weight
Solution, dermatologist Dr. Nicholas Perricone, author of The Perricone Prescription, Slim-Fast®,Inc., Bob Greene, fitness trainer for Oprah
Winfrey, Bristol-Myers Squibb,Inc., producer of the ChoiceDM line of products for Type 2 diabetics and Bill Phillip, author of Fit for Life.

10

Table of Contents 30



Edgar Filing: CITIGROUP INC - Form 424B2

Table of Conten

Our nutrition plans are currently priced at $2.99 per week. In addition, we offer other online services such as fitness programs, member support
and recipe clubs at varying prices ranging from $1-$2 per week for each service. Programs are billed in advance in increments of 13 weeks with
the ability to cancel after four weeks and receive a refund of the unused portion of the subscription. Substantially all of our members currently
purchase programs and products using credit cards, with renewals billed automatically, until cancellation.

General information about us can be found at http://www.eDiets.com/company/company.cfm. We make available our annual reports on Form
10-KSB, quarterly reports on Form 10-QSB or Form 10-Q, current reports on Form 8-K and amendments to these reports filed or furnished
pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended (the Exchange Act ) as soon as reasonably practicable
after we electronically file such materials with the Securities and Exchange Commission, free of charge on our web site.

CRITICAL ACCOUNTING POLICIES

We have identified the policies outlined below as critical to our business operations and an understanding of our results of operations. The listing
is not intended to be a comprehensive list of all of our accounting policies. In many cases, the accounting treatment of a particular transaction is
specifically dictated by accounting principles generally accepted in the United States, with no need for management s judgment in their
application. The impact and any associated risks related to these policies on our business operations is discussed throughout Management s
Discussion and Analysis of Financial Condition and Results of Operations where such policies affect our reported and expected financial results.
For a detailed discussion on the application of these and other accounting policies, see the Notes to the Consolidated Financial Statements in our
2003 Form 10-KSB. Note that our preparation of the financial statements requires us to make estimates and assumptions that affect the reported
amount of assets and liabilities, disclosure of contingent assets and liabilities at the date of our financial statements, and the reported amounts of
revenue and expenses during the reporting period. There can be no assurance that actual results will not differ from those estimates.

REVENUE RECOGNITION:

We offer subscriptions to the proprietary content contained in our Web sites. Revenues from customer subscriptions represent the majority of
our business and are paid in advance mainly via credit cards. Subscriptions to our nutrition, fitness, support and recipe plans are currently priced
between $1 and $2.99 per week and cash receipts are deferred and recognized as revenue on a straight-line basis over the period of the
subscription. When upfront registration fees are charged they are deferred and recognized as revenue over the expected term of service.

Advertising revenue is recognized in the period the advertisement is displayed, provided that no significant Company obligations remain and
collection is probable. Our obligations typically include guarantees of a minimum number of impressions or times that visitors to our Web site
view an advertisement. Amounts received or billed for which impressions have not yet been delivered are reflected as deferred revenue. Opt-in
email revenue is derived from the sale of email addresses of visitors to our Web sites who have authorized us to allow third party solicitations.
Revenues from the sale of email addresses are recognized when no significant obligation remains and collection is probable.

E-commerce revenue is currently derived from the sale of motivational audio tapes or compact discs, journals, pedometers, starter kits and other
bundled products to consumers. Revenues from the sales of those products are recognized when the product is shipped.

Commission revenue is derived from third party vendors whose products are sold on our Web sites. Commission revenue is recognized when the
third party vendor ships the product and collection is probable.
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In accordance with EITF 99-19, Reporting Revenue Gross as a Principal versus Net as an Agent, we recognize gross subscription revenues
associated with licensed diet and fitness plans based on the relevant facts of the related license agreements, while the license fee incurred to the
licensor is included in cost of revenues.

We collect customer subscription amounts in advance and maintain a reserve for refunds related to cancelable plans. Under cancelable plans,
customers are entitled to cancel their memberships after the initial four weeks and receive a full refund for the unused portion of the
membership.
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GOODWILL AND INTANGIBLE ASSETS:

We recorded goodwill and intangible assets in the fourth quarter of 2001 in connection with the acquisition of DietSmart, Inc. With the
assistance of an independent valuation expert, we determined the fair market values of the intangible assets acquired, which consisted of mailing
lists, developed technology and trademarks and trade names.

The value of the mailing list was determined by calculating its cash flow generating capacity over the expected two year economic life of the list
and was fully amortized at December 31, 2003.

The value of trademarks and trade names, which originally had an estimated life of three years, was based on management s intention to use the
DietSmart website as a platform to potentially test new marketing and services, while at the same time using the DietSmart website to direct
traffic to the eDiets website.

We adopted Statement of Financial Accounting Standards (SFAS) No. 142, Goodwill and Other Intangible Assets, as of January 1, 2002. Under
SFAS 142, goodwill and indefinite lived intangible assets are no longer amortized, but must be reviewed for impairment at least annually or
sooner under certain circumstances. We perform our annual impairment test on October 1 of each year. We reviewed the value of goodwill
recorded on our books as of January 1, 2002, October 1, 2002 and October 1, 2003 in accordance with SFAS No. 142 and have determined that
no impairment exists. As of June 30, 2004, we had goodwill of $5.2 million.

During the first quarter of 2004 the Company shut-down the DietSmart website and commenced the process of encouraging the remaining
DietSmart members to convert to the eDiets website. As a result of the shutting down of the website the Company, in accordance with the
Financial Accounting Standards Board Statement No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets, recorded an
impairment charge in its Consolidated Statement of Operations for the quarter ended March 31, 2004 and the six months ended June 30, 2004 of
approximately $54,000 related to the developed technology and trademarks and trade names intangibles.

ACCOUNTING FOR EQUITY INVESTMENT:

In November 2000, we acquired a 60% interest in eDiets Europe in exchange for the license of our international technology rights. We used the
equity method of accounting for this investment, as opposed to consolidating the results, since we did not control the operation due to the
substantive participating rights of the minority investor, including approval of significant operating decisions and approval of the annual
operating budget. Since we had not invested any cash nor had we made any commitments to fund the entity, we have not recorded any losses of
eDiets Europe to date. On July 15, 2004, we acquired the remaining 40% interest in eDiets Europe held by Unislim Ireland for a combination of
cash and common stock valued at approximately $2 million. As a result, eDiets Europe has become a wholly-owned subsidiary of the Company.
Consequently, the Company will consolidate the results of operations and accounts of eDiets Europe beginning in its third fiscal quarter ending
September 30, 2004.

ACCOUNTING FOR EMPLOYEE STOCK-BASED COMPENSATION:
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We account for stock-based compensation using the intrinsic value method prescribed in Accounting Principles Board (APB) Opinion No. 25,
Accounting for Stock Issued to Employees. SFAS No.123, Accounting for Stock-Based Compensation, as amended by SFAS No. 148,
Accounting for Stock-Based Compensation — Transition and Disclosure, establishes accounting and disclosure requirements using a
fair-value-based method of accounting for stock-based employee compensation plans. We are generally not required under APB Opinion No. 25
to recognize compensation expense in connection with our employee stock option plans. We are required by SFAS No. 123, as amended by
SFAS No. 148, to present, in the Notes to our Consolidated Financial Statements, the pro forma effects on reported net income and earnings per
share as if compensation expense had been recognized based on the fair value method of accounting prescribed by SFAS No. 123.

ACCOUNTING FOR INCOME TAXES:

As part of the process of preparing our consolidated financial statements, we are required to estimate our income taxes in each of the
jurisdictions in which we operate. This process involves us estimating our actual current tax exposure together with assessing temporary
differences resulting from differing treatment of items for tax and accounting purposes. These differences result in deferred tax assets and
liabilities, which are included within our consolidated balance sheet. We must then assess the likelihood that our deferred tax assets will be
recovered from future taxable income and to the extent we

12
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believe that recovery is not likely, we must establish a valuation allowance. To the extent we establish a valuation allowance or increase this
allowance in a period, we must include an expense within the tax provision in the consolidated statement of operations.

Significant management judgment is required in determining our provision for income taxes, our deferred tax assets and liabilities, and any
valuation allowance recorded against our net deferred tax assets. We have recorded a full valuation allowance as of June 30, 2004, due to
uncertainties related to our ability to utilize our deferred tax assets, primarily consisting of certain net operating losses carried forward, before
they expire. The valuation allowance is based on our estimates of taxable income and the period over which our deferred tax assets will be
recoverable. In the event that actual results differ from these estimates, or we adjust these estimates in future periods, we may need to establish
an additional valuation allowance which could materially impact our financial position and results of operations.

RESULTS OF OPERATIONS

The following table sets forth our results of operations expressed as a percentage of total revenue:

Three Months Ended Six Months Ended
June 30, June 30,

2004 2003 2004 2003
Revenue 100% 100% 100% 100%
Cost of revenue 14 12 14 12
Product development 5 5 4 4
Sales and marketing 113 84 103 88
General and administrative 15 13 15 14
Depreciation and amortization 2 4 2 4
Impairment of intangible assets 2 . 1
Other income (expense), net * * * *
Income tax benefit 1 & 1
Net loss (48)% 19% (38)% 23)%

* Less than 1%

COMPARISON OF THE THREE AND SIX MONTHS ENDED JUNE 30, 2004 TO THE THREE AND SIX MONTHS ENDED JUNE
30, 2003

Revenue: Our revenue for the three and six months ended June 30, 2004 was $11,385,000 and $22,461,000 as compared to $9,049,000 and
$16,380,000 for the three and six months ended June 30, 2003, respectively. Membership revenue totaled approximately $9,666,000 and
$19,118,000 for the three and six months ended June 30, 2004, an increase of 28% and 40% over membership revenue of approximately
$7,578,000 and $13,641,000 in the corresponding periods in the prior year due to a higher average base of paying members coupled with price
increases that were introduced in April 2003. Paying members as of June 30, 2004 were approximately 229,000 compared to approximately
210,000 as of June 30, 2003. The increase in paying members was primarily due to increased advertising expenditures and also the introduction
of exclusive licenses for the intellectual property associated with a variety of third party nutrition and fitness approaches and the offer of
personalized versions of these approaches in addition to our own internally-developed plans. Other revenues, consisting of advertising revenue,
commission revenue and e-commerce revenue, totaled approximately $1,719,000 and $3,343,000 for the three and six months ended June 30,
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2004, an increase of 17% and 22% over other revenues of approximately $1,471,000 and $2,739,000 in the three and six month periods in the
prior year, respectively, due primarily to increases in advertising and commission revenues.

As of June 30, 2004, deferred revenue, which relates to payments for which services had not yet been provided, totaled $4,679,000 compared to
$4,251,000 in the corresponding period in the prior year.
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Cost of Revenue: Cost of revenue consists primarily of Internet access and service charges, credit card fees, consulting costs for professionals
that provide online meetings, revenue sharing costs, advertising servicing fees, salary payments to our nutritional staff and product and
fulfillment costs related to e-commerce sales. Cost of revenue increased to $1,595,000 and $3,089,000 for the three and six months ended June
30, 2004, respectively, as compared to $1,062,000 and $1,934,000 for the comparable periods in the prior year. The dollar increase for the three
and six months ended June 30, 2004 as compared to the corresponding period in the prior year was primarily due to royalty payments under the
exclusive license agreements with third party nutritional and fitness companies as mentioned above.

Product Development: Product development costs consist primarily of salary payments to our development staff and related expenditures for
technology and software development. Product development expenses increased to $518,000 and $1,004,000 for the three and six months ended
June 30, 2004, respectively, from $420,000 and $705,000 for the comparable periods in the prior year. The dollar increase for the three and six
months ended June 30, 2004 as compared to the corresponding periods in the prior year was primarily due to additional personnel costs related
to creating and testing new design concepts and tools to be used throughout our Web site.

Sales and Marketing Expense: Sales and marketing expenses consist primarily of Internet advertising expenses and compensation for employees
in the sales and marketing group. These expenses increased to $12,896,000 and $23,063,000 for the three and six months ended June 30, 2004,
respectively from $7,689,000 and $14,487,000 for the comparable periods in the prior year. The dollar increase in sales and marketing expense
for the three and six months ended June 30, 2004 as compared to the corresponding periods in the prior year was primarily due to an increase in
our online and offline advertising efforts in the current quarter. Advertising expense totaled approximately $11,018,000 and $19,429,000 for the
three and six months ended June 30, 2004, respectively, an increase of 72% and 63% over advertising expense of $6,422,000 and $11,937,000
for the corresponding periods in the prior year.

For the remainder of 2004, we expect the online advertising market to continue to be subject to higher costs per impression than in 2003,
preemptions of ad impressions already under contract and higher sell-out rates, which lower the availability of make good advertising inventory.
These trends could significantly impact our ability to place the amount of advertising required to aggressively grow our member base. We are in
the process of developing alternative channels of customer acquisition. It is not yet known if these channels will yield members at low enough
acquisition costs to become meaningful sources of members.

General and Administrative Expenses: General and administrative expenses consist primarily of salaries, overhead and related costs for general
corporate functions, including professional fees. General and administrative expenses increased to $1,691,000 and $3,380,000 for the three and
six months ended June 30, 2004, respectively, from $1,156,000 and $2,253,000 for the corresponding periods in the prior year. The increase for
the three and six months ended June 30, 2004 as compared to the corresponding periods in the prior year was primarily due to increases in
headcount, professional fees and general overhead.

Depreciation and Amortization: Depreciation and amortization expenses decreased to $181,000 and $417,000 for the three and six months ended
June 30, 2004, respectively, from $339,000 and $671,000 for the corresponding periods in the prior year. The decrease was mainly due to a
lower base of intangible assets subject to amortization in 2004.

Impairment of Intangible Assets: During the second quarter of 2003, the Company recorded an impairment loss related to certain assets acquired
as a result of the October 2001 acquisition of DietSmart. The loss was calculated in accordance with SFAS 142 and totaled approximately
$183,000. During the first quarter of 2004, the Company shut down the DietSmart website and commenced the process of encouraging the
remaining DietSmart members to convert to eDiets memberships. As a result of the shutting down of the website, the Company recorded an
impairment charge in its Consolidated Statement of Operations for the quarter ended March 31, 2004 and the six months ended June 30, 2004 of
approximately $54,000 related to the developed technology and trademarks and trade names intangibles.
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Other Income (expense), net: Other income (expense), net, was approximately $27,000 and $38,000 for the three and six months ended June 30,
2004, respectively, and consisted mainly of interest income. For the comparable periods in the prior year, other income (expense), net, was
$(2,000) and $(12,000), respectively. The increase was primarily due to the prior year s interest expense incurred in connection with the notes
payable issued as a part of the acquisition of DietSmart in October 2001, for which we made the final payment in January 2003, the termination
of several capital lease agreements which reduced the interest expense in the current periods, and interest earned from the proceeds from
issuance of common stock in the beginning of the current quarter.
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Income Tax Benefit: Income tax benefit of $26,000 for the six months ended June 30, 2004 relates to the tax benefit from the amortization of
intangible assets resulting from the DietSmart acquisition. In the prior year we recorded approximately $62,000 and $122,000 of income tax
benefit for the three and six months ended June 30, 2003, respectively, related to the amortization of the same intangible assets. Since those
intangibles were fully written-off in the first quarter of 2004 no income tax benefit was recorded in the current quarter.

Net Loss: As a result of the factors discussed above, we recorded a net loss of $5,469,000 and $8,482,000 for the three and six months ended
June 30, 2004, respectively, compared to a net loss of $1,740,000 and $3,743,000 in the corresponding periods in the prior year.

LIQUIDITY AND CAPITAL RESOURCES

Cash Flows from Operating Activities: We reported $3,709,000 of net cash used by operations for the six months ended June 30, 2004 and
$1,126,000 of net cash provided by operations for the corresponding period in the prior year. The $3,709,000 net cash used in the first six
months of 2004 was primarily attributable to our net loss and increases in accounts receivable, prepaid expenses and other current assets, offset
by an increase in accounts payable and accrued expenses and deferred revenue. The $1,126,000 of net cash provided by operations in the six
months ended June 30, 2003 was primarily attributable to increases in accrued expenses and deferred revenue and decreases in restricted cash
and prepaid assets, offset by our net loss.

Cash Flows from Investing Activities: Our investing activities used $460,000 in the first half of 2004 and $347,000 in the first half of 2003,
primarily for purchases of computer equipment and software development costs.

Cash Flows from Financing Activities: Our financing activities provided $7,170,000 in the first half of 2004 and used $446,000 in the
corresponding period in the prior year. The cash provided in 2004 was primarily attributable to proceeds from the issuance of common stock and
proceeds from the exercise of stock options, offset by issuance costs of common stock, the repayment of capital lease obligations and repayment
of notes payable. On April 12, 2004, we entered into a Securities Purchase Agreement for the issuance and sale of 1,600,000 shares of our
common stock to several institutional investors at a price of $4.40 per share, resulting in approximately $6.5 million in net proceeds. The cash
usage in 2003 was primarily attributable to the repayment of notes payable issued in connection with the 2001 acquisition of DietSmart and to
the repayment of capital lease obligations offset by proceeds from the exercise of stock options. As of June 30, 2004, the Company s debt totaled
$179,000 and consists primarily of capital lease obligations.

Available Cash: At June 30, 2004, we had $9,064,000 of unrestricted cash and cash equivalents and $210,000 in restricted cash compared to
$6,063,000 of unrestricted cash and cash equivalents and $202,000 in restricted cash at December 31, 2003. Management believes that cash on
hand and cash flows from operations will be sufficient to fund its working capital and capital expenditures for at least the next twelve months.
To the extent we require additional funds to support our operations or the expansion of our business, we may seek to undertake additional equity
financing. There can be no assurance that additional financing, if required, will be available to us in amounts or on terms acceptable to us or at
all. The investors who purchased our common stock under the Securities Purchase Agreement described above have the right under certain
circumstances to purchase any securities we may offer for sale for up to 12 months following the date of the closing of that offering.

Contractual Obligations: The following summarizes future cash outflows related to our contractual obligations at June 30, 2004 (in thousands):

Total Less than 1 year 1-3 years Over 3 years
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Contractual obligations:
Capital lease obligations
Operating leases

Offline advertising
Online advertising

Total contractual cash obligations
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$ 199 $ 110 $ 89
384 189 195

286 286
13,300 9,404 3,896
$ 14,169 $ 9,989 $ 4,180
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Letter of Credit: We have an irrevocable standby letter of credit from a bank in the amount of $200,000 that expires in January 2005. The letter
of credit is collateralized by certain cash equivalents and is being used to guarantee our obligations under our capital leases for computer servers.
As of June 30, 2004, we had approximately $178,000 in leased equipment against the letter of credit.

NEW ACCOUNTING PRONOUNCEMENTS

In January 2003, the FASB issued Interpretation No. 46, Consolidation of Variable Interest Entities, an Interpretation of ARB No. 51 ( FIN 46 ).
FIN 46 requires certain variable interest entities to be consolidated by the primary beneficiary of the entity if the equity investors in the entity do
not have the characteristics of a controlling financial interest or do not have sufficient equity at risk for the entity to finance its activities without
additional subordinated financial support from other parties. The Company has determined that the consolidation of eDiets Europe Limited,
which is currently recorded under the equity method of accounting, is not required as of June 30, 2004 under FIN 46, as revised. On July 15,
2004, the Company acquired the remaining 40% interest in eDiets Europe held by Unislim Ireland for a combination of cash and common stock
valued at approximately $2 million. As a result, eDiets Europe has become a wholly-owned subsidiary of eDiets.com, Inc. and it will be
consolidated commencing in the quarter ending September 30, 2004.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The Company s consolidated balance sheet contains financial instruments in the form of held-to-maturity securities with an original maturity of
three months or less. Due to the short-term nature of these financial instruments the interest rate risk is deemed to be low. The Company
estimates that the cost of these financial instruments approximates fair value at June 30, 2004.

ITEM 4. CONTROLS AND PROCEDURES

Our Chief Executive Officer and Chief Financial Officer (collectively, the Certifying Officers ) are responsible for establishing and maintaining
disclosure controls and procedures for us. They have concluded (based upon their evaluation of these controls and procedures as of the end of

the period covered by this report) that our disclosure controls and procedures are effective to ensure that information required to be disclosed by
us in this report is accumulated and communicated to management, including our principal executive officers as appropriate, to allow timely
decisions regarding required disclosure.

The Certifying Officers also have indicated that there were no significant changes in our internal controls or other factors that could significantly
affect such controls subsequent to the date of their evaluation, and there were no corrective actions with regard to significant deficiencies and
material weaknesses.

Our management, including each of the Certifying Officers, does not expect that our disclosure controls or our internal controls will prevent all
error and all fraud. A control system, no matter how well conceived and operated, can provide only reasonable, not absolute, assurance that the
objectives of the control system are met. In addition, the design of a control system must reflect the fact that there are resource constraints, and
the benefits of controls must be considered relative to their costs. Because of the inherent limitations in all control systems, no evaluation of
controls can provide absolute assurance that all control issues and instances of fraud, if any, within a company have been detected. These
inherent limitations include the realities that judgments in decision-making can be faulty, and that breakdowns can occur because of simple error
or mistake. Additionally, controls can be circumvented by the individual acts of some persons, by collusion of two or more people or by
management override of the control. The design of any system of controls also is based in part upon certain assumptions about the likelihood of
future events, and there can be no assurance that any design will succeed in achieving its stated goals under all potential future conditions.
Because of these inherent limitations in a cost-effective control system, misstatements due to error or fraud may occur and not be detected.
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PART II. OTHER INFORMATION

Items 2, 3, 4 and 5 are omitted as they are either not applicable or have been included in Part 1.

Item 1. Legal Proceedings

In the ordinary course of business, our company and/or its subsidiaries may be parties to legal proceedings and regulatory inquiries, the outcome
of which, either singly or in the aggregate, is not expected to have a material adverse effect on our financial condition or results of operations.

In November 2003, Weight Watchers © International brought a lawsuit against us in the United States District Court for the Southern District of
New York, alleging trademark, trade dress and copyright infringement against us stemming from the purported appearance of our pop-up
advertisements on or under Weight Watchers websites. In addition to damages, Weight Watchers was seeking injunctive relief. In response, we
asserted a counterclaim against Weight Watchers for tortious interference with business relationships. We also asserted third party claims against
our on-line advertising agency and several third-party online marketers, for breach of contract and negligence in connection with their roles in
placing the allegedly infringing advertisements. We filed our answer, with counterclaim and third party complaint, with the court in December
2003. In June 2004 the parties agreed to settle the matter. The settlement did not impact our financial condition or results of operations.

Also in November 2003, Weight Watchers International filed a trade complaint against eDiets for false and misleading advertising before the
National Advertising Division of the Better Business Bureau. The trade complaint asserts that several advertisements and claims made on our
web site and in banner advertisements are false, misleading or cannot be substantiated. Our response to this complaint was submitted in January
2004. The National Advertising Division of the Better Business Bureau concluded that several of our advertisements should be modified and we
are complying with these recommendations. Compliance with the National Advertising Division s recommendations is voluntary. However, the
National Advertising Division of the Better Business Bureau could refer the matter to the Federal Trade Commission to the extent that eDiets
does not comply with its recommendations. In June 2004, Weight Watchers appealed the decision of the National Advertising Division and
requested that the National Advertising Review Board appoint a panel to review certain aspects of the decision. Weight Watcher s request was
subsequently granted by National Advertising Review Board. As with National Advertising Division decisions, compliance with the
recommendations of the National Advertising Review Board is voluntary, however, the matter could be referred to the Federal Trade
Commission to the extent that eDiets does not comply with its recommendations.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

On April 15, 2004, eDiets sold 1,600,000 shares of its common stock to 12 institutional investors at a price of $4.40 per share, resulting in gross
proceeds to eDiets of $7,040,000. eDiets also issued to the 12 investors rights to purchase until September 2, 2004 up to 550,000 additional
shares of commons stock at the same price. The offer and sale of these shares was exempt from the registration under Section 4(2) of the
Securities Act of 1933, as amended (the 1933 Act ), and Rule 506 of Regulation D, promulgated under the 1933 Act, because all of the shares
were offered and sold to accredited investors, as that term is defined in Rule 501 of Regulation D.

Shortly after completion of this transaction, one of the investors advised eDiets that it was considering whether it had any potential claims
against eDiets for allegedly false verbal statements made prior to the completion of the transaction. To date, eDiets has not received a written
demand from the investor. We do not believe that the investor has any viable claims or that there were any materially false statements made. If
the investor makes a claim related to the April 2004 private placement of securities, we intend to defend our position vigorously.
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Item 6. Exhibits and Reports on Form 8-K.

(a) The following exhibits are included herein:

10.1 Business Transfer Agreement between eDiets Europe Limited, Tesco Ireland Limited, eDiets.com, Inc., Unislim Ireland Limited and
Ciaran McCourt.

10.2 Technology Licence Agreement between eDiets Europe Limited, Tesco Ireland Limited and eDiets.com, Inc.
10.3 Service Level Agreement between Tesco Ireland Limited and eDiets.com, Inc.
10.4 Stock Purchase Agreement between Unislim Ireland Limited, Unislim Clubs Limited, Ciaran McCourt, eDiets BVI, Inc. and

eDiets.com, Inc.
31.1 Rule 13a-14(a)/15d-14(a) Certification of Chief Executive Officer of the Company
31.2 Rule 13a-14(a)/15d-14(a) Certification of Chief Financial Officer of the Company
32.1 Section 1350 Certification of Chief Executive Officer of the Company

322 Section 1350 Certification of Chief Financial Officer of the Company

(b) Reports on Form 8-K:

A report on Form 8-K was filed with the Securities and Exchange Commission on April 6, 2004 under Item 12 announcing the Company s
preliminary results of operations for the three months ended March 31, 2004.

A report on Form 8-K was filed with the Securities and Exchange Commission on April 14, 2004 under Item 5 announcing that the Company
entered into a Securities Purchase Agreement and furnishing four exhibits under Item 7.

A report on Form 8-K was filed with the Securities and Exchange Commission on April 22, 2004 under Item 12 reporting the Company s results
of operations for the three months ended March 31, 2004.

A report on Form 8-K was filed with the Securities and Exchange Commission on June 25, 2004 under Item 12 announcing the Company s
preliminary results of operations for the six months ended June 30, 2004.
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SIGNATURE

In accordance with the requirements of the Securities Exchange Act of 1934, the registrant caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.

eDiets.com, Inc.

/s/  RoBerT T. HAMILTON
Robert T. Hamilton
Chief Financial Officer
(Principal Financial Officer)

DATE: August 4, 2004
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10.1 Business Transfer Agreement between eDiets Europe Limited, Tesco Ireland Limited, eDiets.com, Inc., Unislim Ireland
Limited and Ciaran McCourt.

10.2 Technology Licence Agreement between eDiets Europe Limited, Tesco Ireland Limited and eDiets.com, Inc.

10.3 Service Level Agreement between Tesco Ireland Limited and eDiets.com, Inc.

10.4 Stock Purchase Agreement between Unislim Ireland Limited, Unislim Clubs Limited, Ciaran McCourt, eDiets BVI, Inc.
and eDiets.com, Inc.

31.1 Rule 13a-14(a)/15d-14(a) Certification of Chief Executive Officer of the Company

31.2 Rule 13a-14(a)/15d-14(a) Certification of Chief Financial Officer of the Company

32.1 Section 1350 Certification of Chief Executive Officer of the Company

322 Section 1350 Certification of Chief Financial Officer of the Company
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