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PART I. FINANCIAL INFORMATION

ITEM 1. Financial Statements
Capital Trust, Inc. and Subsidiaries
Consolidated Balance Sheet
June 30, 2011 and December 31, 20
(in thousands, except per share date

Index

Assets

Cash and cash equivalel

Securities hel-to-maturity

Loans receivable, ni

Loans hel-for-sale, ne

Equity investments in unconsolidated subsidis
Accrued interest receivab

Deferred income taxe

Prepaid expenses and other assets

Subtotal

Assets of Consolidated Variable Interest Entiti®4Es")
CT Legacy REIT, Excluding Securitization Vehicles
Restricted cas

Securities hel-to-maturity

Loans receivable, ni

Loans hel-for-sale, ne

Accrued interest receivable and other assets

Subtotal

Securitization Vehicles

Securities hel-to-maturity

Loans receivable, ni

Real estate he-for-sale

Accrued interest receivable and other assets

Subtotal

Total assets

June 30, December 31
2011 2010
(unaudited’
$28,43( $24,44¢
— 3,45¢
28,66( 606,31¢
— 5,75(C
9,851 8,93
— 2,392
1,597 65€
1,98t 9,957
70,52 661,90¢
10,22t —
3,66¢ —
247,19( —
32,107 —
5,99t —
299,18: —
467,42( 504,32:
1,504,99: 2,891,37
8,05¢ 8,05¢
15,23( 55,027
1,995,69I 3,458,78:
$2,365,40 $4,120,69

See accompanying notes to consolidated financétstents
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Capital Trust, Inc. and Subsidiaries

Consolidated Balance Sheets

June 30, 2011 and December 31, 20
(in thousands, except per share date

Liabilities & Shareholders' Deficit

Liabilities:

Accounts payable and accrued expet

Repurchase obligatior

Senior credit facility

Junior subordinated not

Secured note

Participations sols

Interest rate hedge liabilities
Subtotal

Non-Recourse Liabilities of Consolidated VI
CT Legacy REIT, Excluding Securitization Vehicles
Accounts payable and accrued expet
Repurchase obligatior
Mezzanine loan, net of unamortized discc
Participations sols
Interest rate hedge liabilities
Subtotal

Securitization Vehicles

Accounts payable and accrued expet

Securitized debt obligatior

Interest rate hedge liabilities
Subtotal

Total liabilities

Commitments and contingenci

Equity:

Class A common stock, $0.01 par value, 100,000eshauthorized, 21,9¢
and 21,917 shares issued and outstanding.asef30, 2011 and
December 31, 2010, respectively (“class A comistock™)

Restricted class A common stock, $0.01 par valdé,séhd 33 shares isst
and outstanding as of June 30, 2011 and De=eg1ih 2010,
respectively ("restricted class A common stankd together with clas
A common stock, "common stoc}

Additional paic-in capital

Accumulated other comprehensive |

Accumulated deficit

Total Capital Trust, Inc. shareholders' def
Noncontrolling interest

Total liabilities and shareholders' deficit

Index

June 30, December 31
2011 2010
(unaudited’

$8,61¢ $6,72¢

— 372,58.

— 98,12«

— 132,19(

7,52¢ —

28,66( 259,30

— 8,451

44,807 877,37

76C —

119,34 —

51,63: —

97,46 —

8,28¢ —

277,48 —

2,85¢ 3,80¢

2,129,57. 3,621,222

26,84¢ 29,46:

2,159,27! 3,654,50i

2,481,57! 4,531,87

22C 21¢

2 J—

596,74 559,41
(40,309 (50,467)
(667,61Y (920,35)
(110,94) (411,18)

(5,229 —

$2,365,40 $4,120,69

See accompanying notes to consolidated financagtstents
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Index

Capital Trust, Inc. and Subsidiaries
Consolidated Statements of Operations
Three and Six Months Ended June 30, 2011 and 20
(in thousands, except share and per share dat

(unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
Income from loans and other investme
Interest and related incor $32,55: $39,52! $69,54! $79,50:
Less: Interest and related expenses 32,29¢ 31,65: 58,54 62,90¢
Income from loans and other investmemgs 25¢ 7,87 11,00: 16,59¢
Other revenues
Management fees from affiliat 1,59¢ 924 3,174 3,94(
Servicing fees 43¢ 1,22¢ 74¢ 2,731
Total other revenu 2,03 2,15( 3,92 6,67
Other expense:
General and administrative 4,64¢ 4,50¢ 14,92¢ 9,251
Total other expens 4,64¢ 4,50¢ 14,92¢ 9,251
Total othe-thar-temporary impairments of securiti — (3,849 (4,937 (39,83%)
Portion of other-than-temporary impairments of siies
recognized in other comprehensive income — 1,852 (3,277 18,01t
Net impairments recognized in earnir — (2,996 (8,209 (21,820
Recovery of (provision for) loan loss 8,08¢ (2,010 17,24¢ (54,227
Valuation allowance on loans h-for-sale (229 — (2249) —
Gain on extinguishment of de 937 463 250,97¢ 463
Income from equity investments 842 932 1,797 1,302
Income (loss) before income tax 7,28t 2,90z 261,59( (60,259
Income tax provision 1,061 — 1,45C 293
Net income (loss $6,22¢ $2,90: $260,14( ($60,55)
Less: Net income attributable to noncontrollingnetsts (8,069 — (7,400 —
Net (loss) income attributable to Capital Trust. | ($1,84% $2,90: $252,741 ($60,55))
Per share informatiol
Net (loss) income per share of common st
Basic ($0.08) $0.13 $11.1¢ ($2.79)
Diluted ($0.08 $0.1:3 $10.52 ($2.7)
Weighted average shares of common stock autiste.
Basic 22,723,14  22,344,55 22,580,14. 22,340,07
Diluted 22,723,14  22,667,32  24,024,22  22,340,07

See accompanying notes to consolidated financié¢stents
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Balance at January 1, 20

Net loss attributable to Capital Trust, Ii

Cumulative effect of change in accounting princ

Unrealized loss on derivative financial instrume

Amortization of unrealized gains and losses on sgées

Amortization of deferred gains and losses on settet
of swaps

Other-than-temporary impairments of securitiesteela
to fair value adjustments in excess of expected c
losses, net of amortizatic

Restricted class A common stock ear

Deferred directors' compensati

Balance at June 30, 2010

Balance at January 1, 20

Net income attributable to Capital Trust, I

Net income attributable to noncontrolling intere

Allocation to noncontrolling interes

Purchase of noncontrolling intere

Unrealized gain on derivative financial instrume

Loss on interest rate swaps not designated asflcash
hedges

Amortization of unrealized gains and losses on stes

Amortization of deferred gains and losses on setet
of swaps

Other-than-temporary impairments of securitiesteela
to fair value adjustments in excess of expected ¢
losses, net of amortizatic

Restricted class A common stock ear

Deferred directors' compensati

Balance at June 30, 2011

Capital Trust, Inc. and Subsidiaries
Consolidated Statements of Changes in Shareholdef3eficit
For the Six Months Ended June 30, 2011 and 20:

(in thousands)
(unaudited)

Index

Restricted Accumulated
Class A Class A Additional Other
Comprehensive | Common Common Paid-In Comprehensive Noncontrolling Accumulated
(Loss) Income Stock Stock Capital Loss Interests Deficit Total
$21¢€ $1 $559,14! ($39,13Y) $— ($689,39)  ($169,16)
($60,55:) — — — — — (60,557 (60,557)
— — — — 3,80C — (45,619 (41,819
(5,999 — — — (5,999 — — (5,999
(40€) — — — (40€) — — (40€)
(50 — — — (50 — — (50
(15,800 — — — (15,800 — — (15,800
— 1 — 19 — — 20
— — — 102 — — — 103
($82,80) $21¢ $1 $559,26° (857,58 $— ($795,567) ($293,66()
$21¢ $— $559,41: ($50,46:) $— ($920,35Y) ($411,18)
$252,741 — — — — — $252,74( $252,74(
7,40C — — — — 7,400 — 7,40C
— — — 37,15¢ — (12,627 — 24,53¢
— — — (142) — — — (142
3,54¢ — — — 3,54F — — 3,54E
3,201 — — — 3,201 — — 3,201
(50€) — — — (50€) — — (50€)
) - — - C) — — C)
3,96¢ — — — 3,96¢€ — — 3,96€
— 1 2 23C — — — 232
— — — 94 — — — 94
$270,29! $22( $2 $596,74¢ g$40,301! 1$5,221! 1$667,61!! 1$116,17Q

See accompanying notes to consolidated financiastents

-4-




Index

Capital Trust, Inc. and Subsidiaries
Consolidated Statements of Cash Flows
For the Six Months Ended June 30, 2011 and 20:
(in thousands)
(unaudited)

2011 2010

Cash flows from operating activities:
Net income (loss $260,14 ($60,551
Adjustments to reconcile net income (loss)ébcash provided k
operating activitie

Net impairments recognized in earni 8,20 21,82
(Recovery of) provision for loan los: (17,24¢ 54,22
Valuation allowance on loans t-for-sale 22 —
Gain on extinguishment of de (250,97¢ (467
Income from equity investmet (1,79 (1,302
Employee sto-based compensatic 31 7
Incentive awards plan expel 2,98 —
Deferred directors' compensal 9 10
Amortization of premiums/discounts onrleand securities and deferre (912 (1,347
interest on loal
Amortization of deferred gains and lossesettlement of swaj (43 (5C
Amortization of deferred financing coatsd premiums/discounts
debt obligatior 6,64 3,71
Deferred interest on senior credit fagi — 1,977
Loss on interest rate swaps not designated agfloashedges 3,97 —
Changes in assets and liabilities,
Accrued interest receival 2,61 31
Deferred income tax (93¢ 32
Prepaid expenses and other a: 44 58
Accounts payable and accrued expenses (1,28: 81
Net cash provided by operating activities 12,43 20,23
Cash flows from investing activities:
Principal collections and proceeds frauwsities 31,43 10,75
Adc-on fundings under existing loan commitme — 886)
Distributions from equity investmel 3,36 —
Principal collections of loans receiva 1,680,72 77,20
Proceeds from disposition of lo: 5,75 23,54
Contributions to unconsolidated subsidi& (1,991 (1,52¢
Distributions from unconsolidated subaits 2,86 —
Increase in restricted cash (10,22¢ —
Net cash provided by investing activities 1,711,92 109,09
Cash flows from financing activities:
Repayments under repurchase obliga (253,33¢ (21,88:
Repayments under senior credit fac (22,93 (2,50
Repayment of junior subordinated nc (4,64( —
Borrowing under mezzanine Ic 83,00 —
Repayments under mezzanine | (20,00( —
Repayment of securitized debt obligati (1,490,71¢ (106,40¢
Payment of financing expen: (11,12¢ —
Purchase of noncontrolling intere (142 —
Purchase of secured nc (40- —
Vesting of restricted Class A common ktoc (8¢ —
Net cash used in financing activities (1,720,381 (130,78
Net increase (decrease) in cash and cash equis 3,98 (1,45¢
Cash and cash equivalents at beginning of period 24,44 27,95
Cash and cash equivalents at end of period $28,43 $26,49

See accompanying notes to consolidated financgtstents
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Capital Trust, Inc. and Subsidiaries
Notes to Consolidated Financial Statements
(unaudited)

Note 1. Organization

”ou

References herein to “we,
requires otherwise.

us” or “ouréfer to Capital Trust, Inc. and its subsidiariesegs the context specifica

We are a fully integrated, salfianaged, real estate finance and investment mamagesompany that specializes
credit sensitive financial products. To date, cawestment programs have focused on loans and sesusacked k
commercial real estate assets. We invest for our aveount directly on our balance sheet and fod {harties throuc
a series of investment management vehicleg. business model is designed to produce a mnebinterest marg
from our balance sheet investments, and fee incante coinvestment income from our investment manage
vehicles. In managing our operations, we focus lgir@ting investments, managing our portfolios aagbitalizing
our businessFrom the inception of our finance business in 18&dugh June 30, 2011, we have completed
$11.8 billion of investments in the commercial restate debt arena. We conduct our operations reslaestat
investment trust, or REIT, for federal income taxgmses. We are traded on the New York Stock Exgidvaor NYSE
under the symbol “CT”, and are headquartered in Nevk City.

March 2011 Restructuring

On March 31, 2011, we restructured, amended, anguxished all of our outstanding recourse debtgabions, whic
we refer to as our March 2011 restructuring. Ourdie2011 restructuring involved: (i) the contritmutiof certain ¢
our legacy assets to a newly formed subsidiaryL€Jacy REIT Mezz Borrower, Inc., or CT Legacy RE(il) the
assumption of our legacy repurchase obligation€byegacy REIT, and (iii) the extinguishment of tleenainder ¢
our recourse obligations; our senior credit fagifihd junior subordinated notes. The restructuwag financed with
new $83.0 million mezzanine loan obtained by CTd®gREIT from an affiliate of Five Mile Capital Raers LLC
or Five Mile, and the issuance of equity interdatghe common stock of CT Legacy REIT to our formemior
subordinated noteholders and former lenders unglesenior credit facility, as well as to an affigeof Five Mile.

Capital Trust, Inc.

Following the completion of our March 2011 restugtg, we no longer have any recourse debt obbgatiand reta
unencumbered ownership of 100% of (i) our investnmeanagement platform, CT Investment ManagementIQ@,
(i) our codnvestment in CT Opportunity Partners I, LP, (@ir residual ownership interests in CT CDOs lahid IV,
and (iv) our taxbasis net operating losses. Furthermore, we had2%a equity interest in the common stock of
Legacy REIT. Our economic interest in CT Legacy RE, however, subject to (i) the secured notesichvtare
collateralized by certain of our retained equitienests in the common stock of CT Legacy REIT,iigentive awarc
that provide for the participation in our retaineguity interests in CT Legacy REIT, and (iii) thébsrdinate class
common stock of CT Legacy REIT owned by our formamior subordinate noteholders. See below for &r
discussion of the secured notes, management ineemiiards plan, and class B common stock.

In addition to our interest in the common stockCdf Legacy REIT, we also own 100% of its class Afgmed stock
The class A preferred stock initially entitles ascumulative preferred dividends of $7.5 millionr @gnum, whic
dividends will be reduced in 2013 as the CT LegREYT portfolio assets repay or are sold.

CT Legacy REIT

In connection with the restructuring, we transférseibstantially all of our directly held interesireing assets to (
Legacy REIT. The transferred assets included:li(dfehe loans and securities which serve as teld for the legac
repurchase obligations, except for certain subatdimterests in CT CDOs | and I, (ii) our suboate interests in C
CDO IlI, and (iii) 100% of our previously unencummbd loans and securities, which we collectivelyeregb as ot
Legacy Assets.

CT Legacy REIT, which is expected to be taxed &EAT commencing in 2011, is owned 52% by us, 24%at
affiliate of Five Mile, and 24% by the former lemda@inder our senior credit facility. In additiohetformer holders
our junior subordinated notes received class B comstock, a subordinate class of common stock ofLEJac)
REIT, which is described below. Capital Trust, Indll manage CT Legacy REIT and the Legacy Asseis
liquidating portfolio.

During the second quarter of 2011, the CT LegacyTRiortfolio received repayments of $207.0 milliangluding
full loan satisfactions of $191.2 million and pattrepayments of $15.8 million, which repaymentpresente
approximately 41.5% of the net book value of thel@gacy REIT portfolio as of March 31, 2011.

Mezzanine Loa



CT Legacy REIT entered into an $83.0 million mezraroan (which was subsequently reduced to $63lmas of
June 30, 2011) that carries a 15.0% per annumestteate, of which 7.0% per annum may be defemed, tha
matures on March 31, 2016. The mezzanine loantisetmurse to Capital Trust, Inc. except for cerfanited non-
recourse, “bad boytarve outs. Proceeds from the mezzanine loan wsa@ to (i) extinguish the senior credit facil
(i) extinguish the junior subordinated notes,)(jprovide for cash paydowns of the repurchase atibgs, (iv) pa
transaction expenses, and (v) establish liquidiberves at CT Legacy REIT.
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Index
Capital Trust, Inc. and Subsidiaries
Notes to Consolidated Financial Statements (contiraal)
(unaudited)

The mezzanine loan is collateralized by 100% ofettyeity interests in a subsidiary of CT Legacy RBEAhich inturn
owns all of our Legacy Assets, subjectpar to the repurchase obligations. Five Mile hassent rights with respe
to material actions on the Legacy Assets such asrimamodifications, sales, and/or the pursuiteftain remedie
with regard to the Legacy Assets. The mezzanine &so contains covenants that (i) prohibit CT LesgREIT fromr
paying common stock cash dividends until the mereatoan has been repaid, (i) prohibit us fromlisgl or
otherwise transferring our equity interests in Cdgacy REIT, and (iii) require the continued empleymof certai
key employees.

During the second quarter of 2011, $20.0 millioth& mezzanine loan was repaid using proceedsthersatisfactio
of former repurchase facility collateral assets. fAgher described below, during the second quasfeR011 th
Morgan Stanley and Citigroup repurchase facilitiesre terminated and the remaining collateral thedeu wa
released.

In addition, as discussed above, an affiliate eeFWile acquired a 24% equity interest in the comnstock of C
Legacy REIT in conjunction with the making of thezmanine loan. Subsequently, during the secondeaquafr2011
an affiliate of Five Mile also acquired 9.4% of thebordinate class B common stock of CT Legacy RiEhich wa:
originally issued to our former junior subordinateteholders. See below for further discussion efdlass B commc
stock.

Repurchase Obligatior

Our $339.6 million of legacy repurchase obligatinhich were subsequently reduced to $119.3 millisrof June 3
2011) with JP Morgan, Morgan Stanley and Citigrowgre assumed by whollgwned subsidiaries of CT Lege
REIT, and the recourse to Capital Trust, Inc. whsieated. In addition, the facilities were amended@h the
following terms:

« Each of the repurchase lenders received cash pagegual to 10% of their then outstanding balarioethe
aggregate $33.9 milliol

» Except for certain key man provisions, all resivietcovenants governing the operations of Capitabi Inc
were eliminated, including covenants restrictingpiyee compensation, dividend payments, and
balance sheet investmer

« Net interest margin sweep and periodic amortizgpia@visions were eliminate:
« All forms of margin call or similar requirementsder the facilities were eliminated.

« Maturity dates were extended to December 15, 2601#a case of JPMorgan, January 31, 2013 in the @
Morgan Stanley, and March 31, 2013 in the caseitigrGup, subject in all three cases to periodiguiesc
repayment threshold

« Interest rates were increased to LIBOR + 2.50%apaum in the cases of JPMorgan and Morgan Staale
LIBOR + 1.50% per annum in the case of Citigrougjsct in all three cases to periodic rate increase
the term of each respective facili

During the second quarter of 2011, $185.4 milliérthe legacy repurchase obligations were repaiuding the ful
repayment and termination of the Morgan Stanley @itdhroup facilities and a release of the remaintollatera
thereunder, as well as a $54.1 million repaymetih@fJP Morgan facility.

Senior Credit Facility

Our $98.1 million senior credit facility was fulkatisfied and all collateral for the senior crddiility was released
exchange for (i) a cash payment of $22.9 milliain,a 24% equity interest in the common stock of G3gacy REIT
and (i) $2.8 million of secured notes, as furtdescussed below.

Junior Subordinated Note

Our $143.8 million of junior subordinated notes &véully satisfied in exchange for (i) a cash paytat$4.6 million
(i) 100% of the subordinate class B common stoEkC® Legacy REIT, and (iii) $5.0 million of secureubtes, a
further discussed below. The subordinate classrBnoon stock is a subordinate class that entitlelsatders to recei
approximately 25% of the dividends that would otvise be payable to us on certain of our equityrégein thi
common stock of CT Legacy REIT, after aggregateh adistributions of $50.0 million have been paidatb othe|
classes of common stoc






Index
Capital Trust, Inc. and Subsidiaries
Notes to Consolidated Financial Statements (contiraal)
(unaudited)

Secured Notes

In conjunction with the satisfaction of the senavedit facility and the junior subordinated notaswholly-ownec
subsidiary issued secured notes to our former tmnesgliwhich secured notes are rmecourse to us. The secured n
had an aggregate initial face balance of $7.8 onillind are secured by 93.5% of our equity inteiiestise class At
and class A-2 common stock of CT Legacy REIT, whigpresents 48.3% of the total outstanding clagdsakd clas
A-2 common stock of CT Legacy REIT. The secured notature on March 31, 2016 and bear interest ateadat
8.2% per annum, which interest may be deferred omaturity. All dividends we receive from our equinterests i
the common stock of CT Legacy REIT which serve @lfateral under the secured notes must be usedyp qu
prepay, interest and principal due thereunder. fiepayment, or partial prepayment, of the remairsiegured nott
will incur a prepayment premium resulting in a tggayment of principal and interest under the sedurotes of $11
million.

During the second quarter of 2011, we purchase8 800 of the secured notes at par.
Management Incentive Awards PI

Upon completion of our March 2011 restructuring, granted senior level employees incentive awarsiseid unde
our long term incentive plan that participate incamts earned from our retained equity interest TnL@gacy REIT
The awards provide payments to certain senior lerglloyees equal to 6.75% of the total recoverbjéui to certai
caps) of our legacy assets, net of CT Legacy REdblgjations, when and if distributed to us as diavids.

Note 2. Summary of Significant Accounting Policies

The accompanying unaudited consolidated interimarfoial statements have been prepared in accordaith
accounting principles generally accepted in theté¢hBtates, or GAAP, for interim financial inforrwat and with th
instructions to Form 10-Q and Rule 10-01 of RegoiaS-X. Accordingly, they do not include all of the imfoatior
and notes required by GAAP for complete financtakesnents. The accompanying unaudited consolidatedim
financial statements should be read in conjunctiath the consolidated financial statements and thiatec
managemens discussion and analysis of financial conditiod ssults of operations filed with our Annual Retpan
Form 10K for the fiscal year ended December 31, 2010.unapinion, all material adjustments (consistinghofmal
recurring accruals) considered necessary for apf@sentation, in accordance with GAAP, have beetuded. Th
results of operations for the six months ended RBMe2011 are not necessarily indicative of restiitg may b
expected for the entire year ending December 31120

Principles of Consolidation

The accompanying financial statements include, aorasolidated basis, our accounts, the accountsuofvholly-
owned subsidiaries, and variable interest entitiesyIEs, in which we are the primary beneficia®ll significant
intercompany balances and transactions have beeimaled in consolidation.

VIEs are defined as entities in which equity ineest(i) do not have the characteristics of a cdiigp financial
interest, and/or (ii) do not have sufficient equéy risk for the entity to finance its activitiesithout additione
subordinated financial support from other parti#he entity that consolidates a VIE is known as ptimary
beneficiary, and is generally the entity with tiptpower to direct the activities that most siguifitly impact the VIE
economic performance, and (ii) the right to recdieaefits from the VIE or the obligation to abstwbses of the VI
that could be significant to the VIE.

Our consolidated VIEs include: (i) the CT LegacylREand (ii) eleven securitization vehicles, indlugl our four C”
CDOs which were sponsored and issued by us, asawedeven other, similar, vehicles. See Note 10Notd 11 fo
additional information on our investments in VIESs.

Balance Sheet Presentation

Our consolidated balance sheets separately pre@grdgur direct assets and liabilities, (i) theretit assets a
liabilities of CT Legacy REIT, and (iii) the assetsd liabilities of consolidated securitization igs, some of whic
are subsidiaries of CT Legacy REIT. Assets of alhsolidated VIEs can generally only be used tosBatihe
obligations of those VIEs, and the liabilities ohsolidated VIEs are non-recourse to us.

We have aggregated all the assets and liabilifighe consolidated securitization vehicles due wo @determinatio
that these entities are substantively similar dmetefore a further disaggregated presentation waoldbe mor
meaningful. Similarly, the notes to our consolidhfmancial statements separately describe (i)ditgct assets al
liabilities, (ii) the direct assets and liabilities CT Legacy REIT, and (iii) the assets and lidiles of consolidate
securitization vehicles, some of which are subsielaof CT Legacy REIT.






Index
Capital Trust, Inc. and Subsidiaries
Notes to Consolidated Financial Statements (contiraal)
(unaudited)

Equity Investments in Unconsolidated Subsidiaries

Our coinvestment interests in the private equity fundsmamnage are accounted for using the equity methiels:
entities’ assets and liabilities are not consolidated intofmancial statements due to our determination (Hahest
entities are not VIEs, and (ii) the investors hau#icient rights to preclude consolidation by As.such, we report o
allocable percentage of the earnings or lossebaset entities on a single line item in our constéd statements
operations as income from equity investments.

One such fund, CT Opportunity Partners I, LP, ofOPT, maintains its financial records at fair valneaccordanc
with GAAP. We have applied such accounting relativeur investment in CTOPI, and include any adhesits to fai
value recorded at the fund level in determiningittt@me we record on our equity investment in CTOPI

Revenue Recognition

Interest income from our loans receivable is recagh over the life of the investment using the effe interes
method and is recorded on the accrual basis. Rwesjiums, discounts and direct costs associateld this:
investments are deferred until the loan is advararetiare then recognized over the term of the &saan adjustme
to yield. For loans where we have unfunded commitsjewe amortize these fees and other items oraglst line
basis. Fees on commitments that expire unuseceaogmized at expiration. Income accrual is genesalspended fi
loans at the earlier of the date at which paymbetome 90 days past due or when, in the opiniomarfagemer
recovery of income and principal becomes doubtiidome is then recorded on the basis of cash redaimtil accruz
is resumed when the loan becomes contractuallgctiand performance is demonstrated to be resumed.

Interest income from our securities is recognizsithg a level yield with any purchase premium ocdisit accrete
through income over the life of the security. Thisld is calculated using cash flows expected tadiected whic
are based on a number of assumptions on the uitgtlyans. Examples include, among other things,rtte an
timing of principal payments, including prepaymentspurchases, defaults and liquidations, the passigh o
coupon rate, and interest rates. Additional factbeg may affect reported interest income on owustes includ
interest payment shortfalls due to delinquencieshenunderlying mortgage loans and the timing aragymitude c
expected credit losses on the mortgage loans winigithe securities. These are impacted by, amadngr ahings, th
general condition of the real estate market, inclgccompetition for tenants and their related dregliality, an
changes in market rental rates. These uncertaiatidscontingencies are difficult to predict and sméject to futur
events that may alter the assumptions.

Fees from special servicing and asset managemerite® are recorded on an accrual basis as seraieesendere
under the applicable agreements, and when reckfpes is reasonably certain. We do not recogmizeritive incom
from our investment management business until ngeticies have been eliminated. Depending on thetste of ou
investment management vehicles, certain incenées fnay be in the form of carried interest or prignaiéstributions.

Cash and Cash Equivalents

We classify highly liquid investments with originalaturities of three months or less from the détguochase as ca
equivalents. We place our cash and cash equivaleitits high credit quality institutions to minimizeredit risl
exposure. As of, and for the periods ended, Jun@@0DL and December 31, 201@ had bank balances in exces
federally insured amounts. We have not experiermegdlosses on our demand deposits, commercial papaone!
market investments.

Restricted Cash

We classify the cash balances held by CT Legacyl RiSIrestricted because of limitations imposedhenpgayment ¢
dividends by CT Legacy REIT to its common equitydeos, including us. As further described in Noteand 1C
common dividends cannot be paid by CT Legacy REilfil the mezzanine loan and repurchase obligathawe bee
satisfied. Accordingly, while these cash balanagesazailable for use by CT Legacy REIT for openagiodebt servic
or other purposes, they are currently unavailablgst

Securities

We classify our securities as held-to-maturity ilmde-for-sale, or trading on the date of acquisition ofithestmen
Held-to-maturity investments are stated at cost, adjusiethk amortization of any premiums or discountsiclv are
amortized through our consolidated statements efaijfpns using the level yield method describedvab®ther tha
in the instance of an other-than-temporary impaitmas discussed below, these heldrakurity investments a
carried on our consolidated financial statementheit amortized cost basis.
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We may also invest in securities which may be diassas available-for-sale. Available-fegle securities are carr
at estimated fair value with the net unrealizedngaodr losses reported as a component of accumulsttes
comprehensive income (loss) in shareholdetglity. Changes in the valuations do not affectreported income
cash flows, but do impact shareholdexguity and, accordingly, book value per share. @Qgust 4, 2005, we chanc
the accounting classification of certain of our wées from available-for-sale to held-toaturity. We have n
designated any securities as available-for-salgedimat time.

Further, as required under GAAP, when, based orectuimformation and events, there has been anrselwhange
the cash flows expected to be collected from thm®wiously estimated for one of our securities, cdimer-than-
temporary impairment is deemed to have occurrec&hange in expected cash flows is considered advEithe
present value of the revised cash flows (taking adnsideration both the timing and amount of dasks expected 1
be collected) discounted using the secusityurrent yield is less than the present valuehefgreviously estimat
remaining cash flows, adjusted for cash receiptinduhe intervening period.

Should an other-thatemporary impairment be deemed to have occurredseburity is written down to fair value. 1
total other-thartemporary impairment is bifurcated into (i) the ambrelated to expected credit losses, and (ii
amount related to fair value adjustments in exoéexpected credit losses, or the Valuation AdjestinThe portio
of the other-thatemporary impairment related to expected credidsds calculated by comparing the amortized
basis of the security to the present value of dkshs expected to be collected, discounted at #wusty’s curren
yield, and is recognized through earnings in thasotidated statement of operations. The remainitmgi-than-
temporary impairment related to the Valuation Atfjusnt is recognized as a component of accumulathdi
comprehensive income (loss) in shareholders’ equityportion of other-thanemporary impairments recogni:
through earnings is accreted back to the amortizet basis of the security through interest incowigle amount
recognized through other comprehensive income )(lass amortized over the life of the security with impact o
earnings.

Loans Receivable, Provision for Loan Losses, Loart¢eld-for-Sale and Related Allowance

We purchase and originate commercial real estditate related instruments, or Loans, generallyetdeld as long-
term investments at amortized cost. Managemerdqgaired to periodically evaluate each of these kdan possibl
impairment. Impairment is indicated when it is deenprobable that we will not be able to collectafiounts du
according to the contractual terms of the Loa®. lban is determined to be impaired, we write ddéwnLoan throug
a charge to the provision for loan losdespairment on these loans is measured by compénmgstimated fair vali
of the underlying collateral to the book value bé trespective loan. These valuations require sagmif judgment:
which include assumptions regarding capitalizatiates, leasing, creditworthiness of major tenamtsupancy rate
availability of financing, exit plan, loan sponshifs, actions of other lenders and other factorsrdsbnecessary
management. Actual losses, if any, could ultimatiffer from these estimates.

In conjunction with our quarterly loan portfoliowiew, management assesses the performance of eanh dn
assigns a risk rating based on several factoradirgd risk of loss, loan-twalue ratio, or LTV, collateral performan
structure, exit plan, and sponsorship. Loans d@eglrane through eight, which are defined as foltows

1- Low Risk: A loan that is expected to perform through matuynitith relatively lower LTV, higher irplace det
yield, and stable projected cash flc

2- Average Risk: A loan that is expected to perform through maturityth medium LTV, average iplace det
yield, and stable projected cash flc

3 - Acceptable Risk:A loan that is expected to perform through matunitith relatively higher LTV, acceptable in-
place debt yield, and some uncertainty (due taeleakbover or other factors) in projected cash fli

4 - Higher Risk: A loan that is expected to perform through maturiyt has exhibited a material deterioratio
cash flow and/or other credit factors. If negatiends continue, default could occ

5- Low Probability of Default/Loss: A loan with one or more identified weakness thatexeect to have a 1t
probability of default or principal los

6 - Medium Probability of Default/Loss: A loan with one or more identified weakness thatexpect to have a 3:
probability of default or principal los
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7 - High Probability of Default/Loss: A loan with one or more identified weakness thatexpect to have a 67%
higher probability of default or principal los

8- In Default: A loan which is in contractual default and/or whitdis a very high likelihood of principal los

In addition, for certain pools of smaller loans wlhihave similar credit characteristics, primaribanhs with a
outstanding principal balance of $10.0 million es$ in our consolidated securitization vehicles haee recorded
general provision for loan losses in lieu of theedspecific provisions we record on all other loankisTgener:
provision is based on macroeconomic data with i@dpehistoric loan losses, vintage, property tygrad other facto
deemed relevant for such loan pools. These loansotlendergo the same level of asset managememiralarger
direct investments.

In certain cases, we may classify loans as heldditer based upon the specific facts and circumssaoicparticula
Loans, including known or expected transactionsarisoheld-forsale are carried at the lower of our amortized
basis and fair value. A reduction in the fair vahfeloans held-forisale is recorded as a charge to our consoli
statement of operations as a valuation allowandeams held-for-sale.

Real Estate Held-for-Sale

Loan investments where we have foreclosed upomriderlying collateral and own an equity interestdal estate a
categorized as real estate owned. We generallyotiintend to hold such foreclosed assets for ltmrgy operatior
and therefore classify such assets as real estidefdr-sale on our consolidated balance sheetal &ate held-for-
sale are carried at the lower of our basis in #da& estate and fair value, with reductions in failue recorded as
impairment of real estate-held-for-sale on our otidated statements of operations.

Deferred Financing Costs

The deferred financing costs which are includegiiepaid expenses and other assets on our consdlithaianc
sheets include issuance costs related to our ddigations, and are amortized using the effectnterest method, oi
method that approximates the effective intereshodtover the life of the related obligations.

Repurchase Obligations

In certain circumstances, we have financed the hase of investments from a counterparty througlepunchas
agreement with that same counterparty. We curreatygrd these investments in the same manner asiotrestmen
financed with repurchase agreements, with the invexst recorded as an asset and the related bogawider an
repurchase agreement recorded as a liability oncomsolidated balance sheets. Interest income @aonethe
investments and interest expense incurred on thercbase obligations are reported separately orcomsolidate
statements of operations.

Interest Rate Derivative Financial Instruments

In the normal course of business, we use intesgstderivative financial instruments to managehexige, cash flo
variability caused by interest rate fluctuationpeS&fically, we currently use interest rate swapffectively conve
floating rate liabilities that are financing fixedte assets to fixed rate liabilities. The diffdéi@into be paid or receivi
on these agreements is recognized on the accrsial & an adjustment to the interest expense ddiaténe attenda
liability. The interest rate swap agreements aregaly accounted for on a held+teaturity basis, and, in cases wt
they are terminated early, any gain or loss is galyeamortized over the remaining life of the hedgtem. Thes
swap agreements must be effective in reducing dniability of cash flows of the hedged items inerdo qualify fo
the aforementioned hedge accounting treatment. g&dsaim value of effective cash flow hedges aresotéid on ot
consolidated financial statements through accuredlather comprehensive income (loss) and do nectfiur ne
income (loss). To the extent a derivative doesquatify for hedge accounting, and is deemed almxige derivativi
the changes in its value are included in net incfnss).

To determine the fair value of interest rate ddieafinancial instruments, we use a thpdrty derivative specialist
assist us in periodically valuing our interests.

Income Taxes

Our financial results generally do not reflect psions for current or deferred income taxes on REIT taxabli
income. Management believes that we operate inrmerahat will continue to allow us to be taxedaaREIT and, ¢
a result, we generally do not expect to pay sulisiacorporate level taxes other than those paybpleur taxabl
REIT subsidiaries. Many of these requirements, h@wneare highly technical and complex. If we weayddil to mee
these requirements, we may be subject to fedest and local income tax on current and past irc@nd penalties.
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Accounting for Stock-Based Compensation

Stockbased compensation expense is recognized in nemnmaising a fair value measurement method, whic
determine with the assistance of a third-party aispt firm. Compensation expense for the time agstif stockbase:
compensation grants is recognized on the acceteritdabution method and compensation expense doiopnanc
vesting of stock-based compensation grants is rézed on a straight line basis.

The fair value of the performance vesting restdatemmon stock is measured on the grant date asignte Carl
simulation to estimate the probability of the markesting conditions being satisfied. The Montel@armulation i
run approximately 100,000 times. For each simutatihe payoff is calculated at the settlement date is the
discounted to the grant date at a fisde interest rate. The average of the values alfesimulations is the expect
value of the restricted common stock on the graé¢.dThe valuation is performed in a risgutral framework, so |
assumption is made with respect to an equity righnium. Significant assumptions used in the vatunatnclude a
expected term and stock price volatility, an estedaisk-free interest rate and an estimated dinddgrowth rate.

Estimates of fair value are not intended to predatual future events or the value ultimately wesadi by employet
who receive equity awards, and subsequent eveatsadrindicative of the reasonableness of the maigéstimates
fair value made by us.

Comprehensive Income (Loss)

Total comprehensive income (loss) was $270.3 miliad ($82.8) million for the six months ended J88e2011 an
2010. The primary components of comprehensive irc¢ioss) other than net income (loss) are the limeshgain:
and losses on derivative financial instruments tiiedcomponent of other-thaamporary impairments of securit
related to the Valuation Adjustment.

There was a ongme $3.8 million adjustment to accumulated othemprehensive loss upon our adoption of
accounting guidance effective January 1, 2010.é@w discussion under “Recent Accounting Prononrads”in
this Note 2 for additional information. See NoteféRadditional discussion of accumulated other paghensive loss.

Earnings per Share of Common Stock

Basic earnings per share, or EPS, is computed h@sede net earnings allocable to common stockstock units
divided by the weighted average number of sharesoofmon stock and stock units outstanding duriregpgériod
Diluted EPS is based on the net earnings allodabt®mmmon stock and stock units, divided by thegivisd averac
number of shares of common stock, stock units andnpially dilutive common stock options and watsarSee Noi
12 for additional discussion of earnings per share.

Use of Estimates

The preparation of financial statements in confoymiith GAAP requires management to make estimatec
assumptions that affect the reported amounts @tassd liabilities and disclosure of contingerseds and liabilitie
at the date of the consolidated financial statemamtd the reported amounts of revenues and expesieg th
reporting period. Actual results may ultimatelyfeiffrom those estimates.

Reclassifications
Certain reclassifications have been made in thegmtation of the prior period consolidated finahstatements |
conform to the June 30, 2011 presentation.

Segment Reporting
We operate in two reportable segments. We havatamal information system that produces perforraaaud ass
data for the two segments along service lines.

The Balance Sheet Investment segment includesangotidated portfolio of interest earning assets te financin
thereof.

The Investment Management segment includes thestimesnt management activities of our whathned investme
management subsidiary, CT Investment ManagementLL&, or CTIMCO, and its subsidiaries, as wellas co-
investments in investment management vehicles. CMs a taxable REIT subsidiary and serves asnhestmer
manager of Capital Trust, Inc., all of our investinmanagement vehicles and CT CDOs, and servesnas Service
and special servicer for certain of our investmemnid for third parties.

Fair Value of Financial Instruments

The “Fair Value Measurements and Disclosur&spic of the Financial Accounting Standards Boawd,FASB
Accounting Standards Codification, or the Codificat defines fair value, establishes a frameworknfieasuring fa
value, and requires certain disclosures aboutvidire measurements under GAAP. Specifically, thislgnce define
fair value based on exit price, or the price thatild be received upon the sale of an asset ordhsfer of a liability i



an orderly transaction between market participaitthe measurement date. Our assets and liabilitlésh are
measured at fair value are discussed in Note 17.
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Recent Accounting Pronouncements

New accounting guidance which was effective asaolidry 1, 2010 changed the criteria for consolaeatif VIES an
removed a preexisting consolidation exception farlified special purpose entities, which includesrtair
securitization vehicles. The amended guidance regui qualitative, rather than quantitative assessof when a VI
should be consolidated. Specifically, an entity ldagenerally be required to consolidate a VIE ifidts (i) the powt
to direct the activities that most significantlypact the entitys economic performance, and (ii) the right to ree
benefits from the VIE or the obligation to absavbdes of the VIE that could be significant to tHe.V

As a result of the amended guidance, we have ddiasedl an additional seven VIEs beginning Januag010, all o
which are securitization vehicles not sponsoreduby We have consolidated these entities generaléy td ou
ownership interests in subordinate classes of gmsuissued by the VIES, which investments carytain contrc
provisions. Although our investments are generngédlgsive in nature, by owning more than 50% of therolling clas
of each vehicle we do control special servicer mantights, which we believe gives us the poweritea the mos
significant economic activities of these entities.

Upon consolidation of these seven securitizatidrioles, we recorded a one-time adjustment to sleéatehs’ equity o
($41.8) million on January 1, 2010. This reductianequity is due to the difference between the egate pre-
consolidation book value of our investment in theskicles (which were accounted for as securities)) the aggrege
net assets, or equity, of those vehicles upon disladéimn. This difference was primarily caused lsget impairmen
recorded at the entitievel which are in excess of our investment amobDue to the fact that the liabilities of thi
vehicles are entirely norecourse to us, this excess charge to equity, dlsasesimilar charges on securitizat
vehicles previously consolidated, will eventually teversed when our interests in the entitiesegeid or sold, or tt
entities are otherwise deconsolidated in the future

In January 2010, the FASB issued Accounting Statslalpdate 2010-06Fair Value Measurements and Disclos
(Topic 820): Improving Disclosures about Fair VaMeasurements,” or ASU 2010-06. ASU 200®-amends existit
disclosure guidance related to fair value measungsnépecifically, ASU 20106 requires (i) details of significe
asset or liability transfers in and out of Levehdd Level 2 measurements within the fair valuedra@ry, and (ii
inclusion of gross purchases, sales, issuancessettiements within the rollforward of assets aiadbilities values
using Level 3 inputs within the fair value hieraychn addition, ASU 201®6 clarifies and increases exisi
disclosure requirements related to (i) the disagafien of fair value disclosures, and (ii) the itgppused in arriving
fair values for assets and liabilities valued udiegel 2 and Level 3 inputs within the fair valuedarchy. ASU 2010-
06 is effective for the first interim or annual el beginning after December 15, 2009, except f@ gjros
presentation of the Level 3 rollforward, which equired for annual reporting periods beginningrafitecember 1!
2010 and for interim periods within those yearse Bdoption of ASU 20106 did not have a material impact on
consolidated financial statements. Additional disares, as applicable, are included in Note 17.

In July 2010, the FASB issued Accounting Standatddate 2010-20,Receivables (Topic 310): Disclosures abou
Credit Quality of Financing Receivables and theoAthnce for Credit Losses,” or ASU 2010-20. ASU 2200
primarily requires additional disaggregated disates of (i) credit risks associated with financiegeivables, and (
impaired financing receivables and the relatedwadloce for credit losses. ASU 2020-is generally effective for t
first interim or annual period ending after Decemb®, 2010; however certain disclosures are natired until the
first interim or annual period beginning after Dexeer 15, 2010. The adoption of ASU 2020-did not have
material impact on our consolidated financial staats. Additional disclosures have been includedamplicable, i
the notes to our consolidated financial statements.

In April 2011, the FASB issued Accounting Standatdisdate 2011-02, “Receivables (Topic 310): A Crewut
Determination of Whether a Restructuring Is a TitedbDebt Restructuring,” or ASU 2011-02. ASU 2002-
primarily clarifies when creditors should classifyan modifications as troubled debt restructurimgsl provide

examples and factors to be considered. Loan matiifics which are considered troubled debt restringa coulc

result in additional disclosure requirements andldompact the related provision for loan losseSUA201102 is

effective for the first interim or annual perioddiening after June 15, 2011, with retrospectiveligppion to the

beginning of the year. The adoption of ASU 2@PLwill impact how we account for loan modificatsyrand ma

result in an increase in the loan modificationschassify as troubled debt restructurings, and floeegeour provisio

for loan losses.
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In April 2011, the FASB issued Accounting Standakdigdate 2011-03, Transfers and Servicing (Topic 8€
Reconsideration of Effective Control for RepurchAggeements,” or ASU 2011-03. ASU 2003-primarily remove
certain criteria from the consideration of effeetivontrol over assets subject to repurchase agresnie removal
these criteria will generally result in asset tfars pursuant to repurchase agreements being aecbfor as securt
borrowings, with both the transferred assets apdrahase liability recorded on the transfesdoalance sheet. A¢
2011903 is effective for the first interim or annual el beginning after December 15, 2011, and is tabgliec
prospectively to transactions which occur subsegterthe effective date. The adoption of ASU 2@BLis no
expected to have a material impact on our finarstatements.

In May 2011, the FASB issued Accounting Standargsidte 2011-04, Fair Value Measurement (Topic 8€
Amendments to Achieve Common Fair Value MeasureraadtDisclosure Requirements in U.S. GAAP and IFRSs
or ASU 2011-04. ASU 20104 amends existing guidance on fair value measuresmelated to (i) instruments helc
a portfolio, (ii) instruments classified within sholders’ equity, (iii) application of the “hightesnd best useoncep
to nonfinancial assets, (iv) application of blockdgctors and other premiums and discounts in #éheation proces
and (v) other matters. In addition, ASU 2004-expanded the required disclosures around faireveneasuremer
including (i) reporting the level in the fair valierarchy used to value assets and liabilitiesctviare not measurec
fair value, but where fair value is disclosed, difdqualitative disclosures about the sensitivitylLevel 3 fair valu
measurements to changes in unobservable inputs AS&8201104 is effective for the first interim or annual joel
beginning after December 15, 2011. The adoptioA®f) 201104 is not expected to have a material impact ol
financial statements, however may significantlyangb our disclosures related to fair value measunéne

In June 2011, the FASB issued Accounting Stand&sddate 2011-05, Comprehensive Income (Topic 2z
Presentation of Comprehensive Income,” or ASU 2031ASU 201105 does not change the items that mu
reported in other comprehensive income, howeveliritinates the option to present other comprehensigcome o
the statement of shareholdeesjuity and instead requires either (i) a continustasement of comprehensive incc
which would replace the current statement of oj@mat or (ii) an additional statement of other coefgnsive incom
which would immediately follow the statement of ogteons, and would report the components of otbengrehensiv
income. ASU 20115 is effective for the first interim or annual jper beginning after December 15, 2011, and st
be applied retrospectively to all periods repouédr the effective date. The adoption of ASU 20%lis not expecte
to have a material impact on our financial stateen

Note 3. Securities Held-to-Maturity

As described in Note 1, in conjunction with our lglai2011 restructuring of our recourse debt oblayetj a significal
portion of our assets, including all of our sedasit were transferred to a majorityvned subsidiary, CT Legacy RE
In addition, as described in Note 2, our consotiddialance sheets separately state our direcsamsettiabilities an
certain assets and liabilities of consolidated VIEse Note 10 for disclosures regarding securities have bee
transferred to CT Legacy REIT, and see Note 1llcfimparable disclosures regarding securities thathatd ir
consolidated securitization vehicles, as separatalgd on our consolidated balance sheets.
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Prior to their transfer to CT Legacy REIT, our sdties portfolio consisted of commercial mortgduageked securitie
or CMBS, collateralized debt obligations, or CD@sd other securities. Activity relating to our séiies portfolio fol

the six months ended June 30, 2011 was as follmihdusands):

Total

CMBS CDOs & Other |Book Value®

December 31, 201 $2,24¢ $1,20¢ $3,45¢

Principal paydown (45) — (45)

Discount/premium amortization & oth® 16€ 12 18C
Otherthar-temporary impairment:

Recognized in earning (1,659 — (1,659

Recognized in accumulated other comprehensive iat 1,64( — 1,64(

Transfer to CT Legacy REI (2,356 (1,227 (3,577

June 30, 2011 $— $— $—

()
@)

REIT on March 31, 2011, as discussed in Nof

impairments, and losses, if ar

Includes securities with a total face value of $3fillion as of December 31, 2010. All securitiessé been transferred to CT Leg

Includes mark-to-market adjustments on seesripreviously classified as available-for-saleoetimation of other-thamemporar

The following table details overall statistics faur securities portfolio as of June 30, 2011 anddbeber 31, 2010:

June 30, 2011 December 31, 201I

Number of securitie = 7
Number of issue — 5
Rating® n/a CCcC
Fixed / Floating (in millions®) /% $2 /%1
Coupon® 4) n/a 7.44%
Yield (@ ) n/a 10.54%
Life (years)® ®) n/a 1.9

1)
@

Represents a weighted average as of December 30,

Weighted average ratings are based on the lowgsgrpublished by Fitch Ratings, Standar:
Poor’s or Moodys Investors Service for each security and excluttated equity investments
CDOs with a net book value of $1.2 million as ofcBmber 31, 201(

Represents the aggregate net book value of oufofiorallocated between fixed rate and floa
rate securities

Coupon is based on the securitieshtractual interest rates, while yield is basecerpected cas
flows for each security, and considers discounésiums and asset ngerformance
Calculations for floating rate securities are based.IBOR of 0.26% as of December 31, 20
Weighted average life is based on the timing andwrhof future expected principal payme
through the expected repayment date of each reégpéctestment

®
4)

®)

The table below details the ratings and vintag#iligion of our securities as of June 30, 2011 Badember 31, 20:

(in thousands):

Rating as of June 30, 201 Rating as of December 31, 201
CCC and CCC and
Vintage B Below Total B Below Total
2003 $— $— $— $— $1,21C $1,21(
2002 — — — — — —
2000 — — 95¢& 95¢&
1997 — — 21€ — 21€
1996 — — — — 1,07z 1,07z
Total $— $— $— $21¢ $3,237 $3,45¢

Other-than-temporary impairments

Quarterly, we reevaluate our securities portfobodetermine if there has been an other-ttggmporary impairme;
based upon expected future cash flows from eachrites investment. As a result of this evaluatiomder th
accounting guidance discussed in Note 2, duringfiteequarter of 2011, we recorded a gross othartemporan
impairment of $13,000 prior to the transfer of thescurities to CT Legacy REIT. In addition, weedetined that $1



million of impairments previously recorded in otleamprehensive income should be recognized astdosdies due
a decrease in cash flow expectations for two ofsegurities.
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To determine the component of the gross other-thmporary impairment related to expected credisdes w
compare the amortized cost basis of each otherttraporarily impaired security to the present vabfiéts revise:
expected cash flows, discounted using itsipreairment yield. Significant judgment of managemrisirequired in thi
analysis that includes, but is not limited to,g§sumptions regarding the collectability of priradipnd interest on tl
underlying loans, net of related expenses, andii)ent subordination levels at both the individoans which sen
as collateral under our securities and at the geithemselves.

The following table summarizes activity relatedthe other-thartemporary impairments of our securities during
six months ended June 30, 2011 (in thousands):

Gross Othel-Than- Credit Related Non-Credit Related
Temporary Other-Than-Temporary Other-Than-Temporary
Impairments Impairments Impairments
December 31, 201 $30,56° $27,77¢ $2,79:
Additions due to change in expected
cash flows 13 1,652 (1,640
Amortization of other-than-temporary
impairment: (110 (67) (43
Transfer to CT Legacy REI®) (30,47() (29,367) (1,109
June 30, 2011 $— $— $—

Q) All securities have been transferred to CT LegaEyTRon March 31, 2011, as discussed in No.
Unrealized losses and fair value of securities

As discussed above, we do not directly own any ritgesias of June 30, 2011. Historically, certafroar securitie
have been carried at values in excess of theivédires. This difference can be caused by, amdmegy ¢hings, chang
in credit spreads and interest rates.

The following table shows the gross unrealizeddesand fair value of our securities for which the falue is lowe
than our book value as of December 31, 2010 andwkee not deemed to be other-thtemporarily impaired (i
millions):

Less Than 12 Months  Greater Than 12 Months Total
Gross Gross Gross
Estimated Unrealized Estimated Unrealized | Estimated Unrealized
Fair Value Loss Fair Value Loss Fair Value Loss Book Value @
Floating Rat $— $— $0.2 ($1.7) $0.2 ($1.7) $1.<
Fixed Rate — — — — — — —
Total $— $— $0.2 ($1.) $0.2 (81.)) $1.2

(1) Excludes, as of December 31, 2010, $2.2 milliosesfurities which were carried at or below fair eafind securities against which an other-
thar-temporary impairment equal to the entire book vahas recognized in earning

As of December 31, 2010, one of our securities witiook value of $1.3 million was carried at a ba&in excess
its fair value. Fair value for this security wass81000 as of December 31, 2010. In total, as oebdxer 31, 2010, v
had seven investments in securities with an agtgdgaok value of $3.5 million that have an estirddtar value o
$5.5 million, including three investments in CMB&wan estimated fair value of $5.3 million and fanvestments i
CDOs and other securities with an estimated falnevaf $158,000. These valuations do not include hlue o
interest rate swaps entered into in conjunctiom Wit purchase/financing of these investments)yf a
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We determine fair values using third party deakseasments of value, and our own internal finamiadlelbase:
estimations of fair value. See Note 17 for furttisicussion of fair value.

Note 4. Loans Receivable, Net

As described in Note 1, in conjunction with our lgla2011 restructuring of our recourse debt oblayetj a significal
portion of our assets, including all of our loawsre transferred to a majoripwned subsidiary, CT Legacy REIT. (
only remaining loans have been sold to thpedties and recorded as participations sold assetdiabilities, as furth
described in Note 8. In addition, as described oteN2, our consolidated balance sheets separately sur direc
assets and liabilities and certain assets anditiabiof consolidated VIEs. See Note 10 for disclies regarding loa
receivable that have been transferred to CT Le§dey, and see Note 11 for comparable disclosurgarding loan
receivable that are held in consolidated secutitinavehicles, as separately stated on our corseltibalance sheets.

Activity relating to our loans receivable for th& mmonths ended June 30, 2011 was as follows inghnds):

Gross Book Provision for Net Book

Value Loan Losses Value @
December 31, 201 $978,09: ($371,78) $606,31.
Satisfaction? (71,070 — (71,070
Principal paydown (11,437 — (11,437)
Discount/premium amortization & oth (7,659 — (7,65%)
Recovery of provision for loan loss — 7,914 7,91¢
Realized loan loss¢ (119,589 119,58« —
Transfer to CT Legacy REI (739,69 244,28 (495,41
June 30, 2011 $28,66! $— $28,66(

(1) Includes loans with a total principal balance o8%2million and $979.1 million as of June 30, 2Giid December 31, 20:
respectively
(2) Includes final maturities, full repayments, andesz

The following table details overall statistics fmur loans receivable portfolio as of June 30, 2aad December 3
2010:

June 30, 2011 December 31, 201!
Number of investmeni® 1 29
Fixed / Floating (in millions(@ $— /%29 $55 / $551
Coupon® 4) 1.44% 4.02%
Yield ®® 1.44% 3.81%
Maturity (years)® ) 0.4 1.7

(1) Our only remaining loan has been sold to thpedties and recorded as participations sold assetdiabilities, a
further described in Note

(2) Represents the aggregate net book value of ouiofiorallocated between fixed rate and floatingerktans

(3) Represents a weighted average as of June 30, 2@ilexember 31, 2010, respective

(4) Calculations for floating rate loans are based tBQAR of 0.19% and 0.26% as of June 30, 2011 anc:Dée
31, 2010, respectivel

(5) Represents the final maturity of each investmesiiigring all extension options are execu
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The tables below detail the types of loans in cutfplio, as well as the property type and geogi@plistribution o
the properties securing our loans as of June 300, 28d December 31, 2010 (in thousands):

June 30, 2011

December 31, 201I

Asset Type Book Value Percentage Book Value Percentage
Subordinate interests mortgage $28,66( 100% $113,59: 18%
Senior mortgage — — 240,15( 39
Mezzanine loan — — 229,34t 38
Other — — 23,23 5
Total $28,66( 100% $606,31! 100%
Property Type Book Value Percentage Book Value Percentage
Hotel 28,66( 100% $147,01 24%
Office — — 307,39( 51
Healthcare — — 53,70¢ 9
Multifamily — — 18,09: 3
Retail — — 11,46( 2
Other — — 68,65¢ 11
Total $28,66( 100% $606,31. 100%
Geographic Location Book Value Percentage Book Value Percentage
Southeas $13,76: 48% $170,40! 28%
Southwes 12,38¢ 43 94,49 15
Midwest 2,511 9 6,967 1
Northeas — — 175,29 29
West — — 54,68¢ 9
Northwest — — 29,92¢ 5
International — — 39,47( 7
Diversified — — 35,07¢ 6
Total $28,66( 100% $606,31! 100%

Loan risk ratings

Quarterly, management evaluates our loan portfi@iompairment as described in Note 2. In conjumctivith ou
quarterly loan portfolio review, management assefise performance of each loan, and assigns aaisilg based ¢
several factors including risk of loss, LTV, codledl performance, structure, exit plan, and spaispr Loans ai
rated one (less risk) through eight (greater righich ratings are defined in Note 2.

The following table allocates the net book valud principal balance of our loans receivable basedw internal ris
ratings as of June 30, 2011 and December 31, 2016dusands):

Loans Receivable as of June 30, 20. Loans Receivable as of December 31, 20
Risk Number Principal Number Principal Net
Rating of Loans Balance Book Value of Loans Balance Book Value
1-3 1 $28,66( $28,66( 10 $375,16! $374,88!
4-5 — — — 8 141,66° 126,54(
6-8 — — — 11 462,22: 104,89:
Total 1 $28,66( $28,66( 29 $979,05° $606,31!
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In making this risk assessment, one of the prinfiacyors we consider is how senior or junior ea@nlds relative t
other debt obligations of the borrower. Thdowing tables further allocate our loans recéieaby both loan type a
our internal risk ratings as of June 30, 2011 arddinber 31, 2010 (in thousands):

Senior Mortgage Loans
as of June 30, 201 as of December 31, 201
Risk Number Principal Net Number Principal Net
Rating of Loans Balance Book Value of Loans Balance Book Value
1-3 — $— $— 2 $129,20( $128,85:
4-5 — — — 4 57,55¢ 57,51
6-8 — — — 3 66,347 53,78t
Total — $— $— 9 $253,10: $240,15!
Subordinate Interests in Mortgages
as of June 30, 201 as of December 31, 201
Risk Number Principal Net Number Principal Net
Rating of Loans Balance Book Value of Loans Balance Book Value
1-3 1 $28,66( $28,66( 1 $48,00( $48,00(
4-5 — — — 1 28,96¢ 14,48:
6-8 — — — 5 110,58! 51,10¢
Total 1 $28,66( $28,66( 7 $187,55( $113,59:
Mezzanine & Other Loans
as of June 30, 201 as of December 31, 201
Risk Number Principal Net Number Principal Net
Rating of Loans Balance Book Value of Loans Balance Book Value
1-3 — $— $— 7 $197,96! $198,03:
4-5 — — — 3 55,14¢ 54,54
6-8 — — — 3 285,28 —
Total — $— $— 13 $538,40( $252,57

Loan impairment:

We have no impaired loans as of June 30, 2011. Menveertain of our loans receivable which weregfarred to C
Legacy REIT had previously been impaired, and @&eudsed in Note 10.

The following table details our average balancargfaired loans by loan type, and the income reabatesuch loar
subsequent to their impairment during the six merthded June 30, 2011 (in thousands):

Income on Impaired Loans for the Six Months Ended dne 30, 2011

Average Net Income
Asset Type Book Value Recorded®
Senior Mortgage Loar $17,26¢ $25¢
Subordinate Interests in Mortgac 19,94( 22t
Mezzanine & Other Loar — 1,91¢
Total $37,20¢ $2,39¢

(1) Substantially all of the income recorded on impail@ans during the period was received in ¢
See also Note 10 for disclosure of income recoednpaired loans subsequent to their trai
to CT Legacy REIT, substantially all of which wdsaareceived in casl

Nonaccrual loan:
In accordance with our revenue recognition polidssussed in Note 2, we do not accrue interesoans which ar

90 days past due or, in the opinion of managemast,otherwise uncollectable. Accordingly, we do have an
material interest receivable accrued on nonperfogrtvans as of June 30, 2011.
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Note 5. Loans Held-for-Sale, Net

Activity relating to our loans held-for-sale foretlsix months ended June 30, 2011 was as followthdimsands):

Gross Book Valuation Net Book
Value Allowance Value
December 31, 201 $16,13( ($10,38() $5,75(
Satisfaction: (16,130 10,38( (5,750
June 30, 2011 $— $— $—

During the second quarter of 2010, we reclassHi&d 6.1 million mezzanine loan to loans heldgate, against whic
we have previously recorded a provision for loassés of $10.6 million. During 2010, we increasexlihok value ¢
this loan by $263,000 resulting in a net book vabfe$5.8 million as of December 31, 2010. The loaas
subsequently sold in January 2011 for its net hadie of $5.8 million.

Note 6. Equity Investments in Unconsolidated Subsidries

Our equity investments in unconsolidated subsiggrgonsist of our cowestments in investment managen
vehicles that we sponsor and manage. As of June2@D], we had a cmwestment in one such vehicle,
Opportunity Partners |, LP, or CTOPI, in which wavk a commitment to invest up to $25.0 million,408% o
CTOPI’s total capital commitments. We have funded $14iliom of our commitment as of June 30, 2011
received $3.9 million as a return of capital, réeglin a $14.5 million unfunded commitment balance

Activity relating to our equity investments in umsmlidated subsidiaries for the six months ender B0, 2011 w
as follows (in thousands):

CTOPI Other Total
December 31, 201 $8,93: $1 $8,93:
Contributions 1,991 — 1,991
Income from equity investmen 1,79¢ (1) 1,797
Distributions (2,869) — (2,869
June 30, 2011 $9,85: $— $9,851

In accordance with the CTOPI management agreen@hHfyICO may earn incentive compensation when ce
returns are achieved for the partners of CTOPIclwhiill be accrued if and when earned, and wherraapate
contingencies have been eliminated.

As of June 30, 2011, our maximum exposure to lams ICTOPI was $10.3 million.
Note 7. Debt Obligations

As described in Note 1, on March 31, 2011, we vestired, amended, or extinguished all of our ontiitay recours
debt obligations, which restructuring included #wsumption of certain debt obligations by a subsjliCT Legac
REIT. In addition, as described in Note 2, our cdidsted balance sheets separately state our dassdts ar
liabilities and certain assets and liabilities ohsolidated VIEs. See Note 10 for disclosures aiggrdebt obligatior
of CT Legacy REIT, and see Note 11 for comparalirlasures regarding debt obligations of consodic
securitization vehicles, all of which are non-rersguto us, as separately stated on our consolithaiadce sheets.
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As of June 30, 2011 and December 31, 2010, we f7a8l @illion and $602.9 million of total debt oblifmns
outstanding, respectively. The balances of eachgoay of debt, their respective coupons andraiffective cost:
including the amortization of fees and expensesewas follows (in thousands):

June 30, December 31 June 30,
2011 2010 2011

Principal All-In
Debt Obligations Balance Book Value Book Value Coupon Cost Maturity Date
Secured note $7,52¢ $7,52¢ $— 8.19% 8.19% March 31, 201t
Repurchase obligatior
JPMorgar — — 224,91! N/A N/A N/A
Morgan Stanle) — — 105,04 N/A N/A N/A
Citigroup — — 42,62 N/A N/A N/A
Total repurchase obligatiol — — 372,58: N/A N/A N/A
Senior credit facility — — 98,124 N/A N/A N/A
Junior subordinated not — — 132,19( N/A N/A N/A
Total/Weighted Average $7,52¢ $7,52¢ $602,89! 8.19% 8.19% March 31, 201¢

Secured Notes

In conjunction with our March 2011 restructuringdaihe corresponding satisfaction of our senior itriagtility anc
junior subordinated notes, a whc-owned subsidiary issued secured notes to our focneghitors, which secured no
are nonrecourse to us. The secured notes had an aggneg#eface balance of $7.8 million and are seculy
93.5% of our equity interests in the class A-1 atabs A2 common stock of CT Legacy REIT, which repres
48.3% of the total outstanding class A-1 and chass common stock of CT Legacy REIT. The secured notatire
on March 31, 2016 and bear interest at a rate 2% &er annum, which interest may be deferred mmditurity. All
dividends we receive from our equity intereststie tommon stock of CT Legacy REIT which serve diatsra
under the secured notes must be used to pay, payréterest and principal due thereunder. Anypayenent, ¢
partial prepayment, of the secured notes will inegrepayment premium resulting in a total paynoémgrincipal ani
interest under the secured notes of $11.1 million.

During the second quarter of 2011, we purchase8,800 of the secured notes at par.
Repurchase Obligatior

On March 31, 2011, our legacy repurchase obligatisith JP Morgan, Morgan Stanley and Citigroup waessume
by wholly-owned subsidiaries of CT Legacy REIT, and the resmto Capital Trust, Inc. was eliminated. See N@
for further discussion of these amended faciliie€T Legacy REIT.

Senior Credit Facility

On March 31, 2011, our senior credit facility waslyf satisfied and all collateral for the senioedit facility wa:
released in exchange for (i) a cash payment of%84llion, (i) a 24% equity interest in the commstock of C”
Legacy REIT, and (iii) $2.8 million of secured nstas discussed above.

Junior Subordinated Note

On March 31, 2011, our junior subordinated notesewfally satisfied in exchange for (i) a cash papmef $4.¢
million, (ii) 200% of the subordinate class B conmsiock of CT Legacy REIT, and (iii) $5.0 millioh ®ecured note
as discussed above.

Note 8. Participations Sold

Participations sold represent interests in ceftzns that we originated and subsequently solchéoas our investme
management vehicles or to third-parties. We presese participations sold as both assets andemurse liabilitie
because these arrangements do not qualify as wadles GAAP. Generally, participations sold are rded as asse
and liabilities in equal amounts on our consolidatalance sheets, and an equivalent amount oesttércome ar
interest expense is recorded on our consolidataigreents of operations. However, impaired loantasseist b
reduced through the provision for loans lossesenthie associated naveourse liability cannot be reduced until
participation has been contractually extinguishidas can result in an imbalance between the loaticgzations sol



asset and liability. We have no economic exposutbése liabilities.
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During the six months ended June 30, 2011, (i) &Gmillion loan participation sold, which had piausly bee
100% impaired, was terminated as a result of auestring which termination resulted in recognitioh a $75.!
million gain on extinguishment of debt, (i) a $97million loan participation sold, which had simliabeen 1009
impaired, was transferred to CT Legacy REIT, aiiflgi$51.8 million loan participation sold waslfutepaid.

The following table describes our participationfdsassets and liabilities as of June 30, 2011 aeceber 31, 20:
(in thousands):

June 30, December 31

2011 2010

Participations sold assets
Gross carrying valu $28,66( $259,30:

Less: Provision for loan losses — (172,465
Net book value of asse 28,66( 86,83¢
Participations sold liabilities
Net book value of liabilitie: 28,66( 259,30
Net impact to shareholders' equ $— ($172,46Y)

Note 9. Derivative Financial Instruments

As described in Note 1, in conjunction with our 2011 restructuring of our recourse debt oblayetia significar
portion of our assets were transferred to a mgjantned subsidiary, CT Legacy REIT. This transfeluded all o
our interest rate hedging instruments. In addites described in Note 2, our consolidated balaheets separate
state our direct assets and liabilities and cerasets and liabilities of consolidated VIEs. Se¢eN.O for disclosur
regarding interest rate hedging instruments of @gdcy REIT, and see Note 11 for comparable dismsstegardin
interest rate hedging instruments of consolidatecustization vehicles, all of which are nogeourse to us,
separately stated on our consolidated balancessheet

The following table summarizes the notional amowmd fair values of our interest rate swaps asiné B0, 2011 at
December 31, 2010 (in thousands).

June 30, 2011 Interest June 30, 201 December 31, 201
Counterparty Notional Amount Rate Maturity Fair Value Fair Value

JPMorgan Chas $— N/A N/A $— ($2,172)
JPMorgan Chas — N/A N/A — (1,969
JPMorgan Chas — N/A N/A — (2,779
JPMorgan Chas — N/A N/A — (1,01%
JPMorgan Chas — N/A N/A — (490
JPMorgan Chase — N/A N/A — (32)
Total/Weighted Average $— N/A N/A $— ($8,45))

As of December 31, 2010, all of our derivative fin&l instruments were designated as cash flowdsdgd recordt
at their fair value as interest rate hedge lidb#iton our consolidated balance sheet. Duringitheenths ended Ju
30, 2011, we did not enter into any new derivatimancial instrument contracts.

The table below shows amounts recorded to othempoeimensive income and amounts recorded to intergstns
from other comprehensive income for the six moethded June 30, 2011 and 2010 (in thousands).

Amount of gain (loss) recognized Amount of loss reclassified from OCI
in OCI for the six months ended® to income for the six months ende(@
Hedge June 30, 2011 June 30, 2010 June 30, 2011 June 30, 2010
Interest rate sway $93: ($160 ($682 ($1,489

Q) Represents the amount of unrealized gains and dossmsorded to other comprehensive income duringpiéod, net of the amot
reclassified to interest expen

2) Represents net amounts paid to swap counterpddi@sy the period, which are included in interegtense, offset by an immaterial amc
of nor-cash swap amortizatio
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Note 10. CT Legacy REIT, Excluding Securitization \hicles

As described in Note 1, on March 31, 2011, we vestired, amended, or extinguished all of our ontfitay recours
debt obligations, and contributed certain of owaley assets and debt obligations to a newly formdsidiary, C
Legacy REIT Mezz Borrower, Inc., or CT Legacy REIT.

CT Legacy REIT is a consolidated VIE that is ecormatly owned 52% by us, 24% by an affiliate of Fivide, anc
24% by the former lenders under our senior creattlify. In addition, the former holders of our jansubordinate
notes received class B common stock of CT LegacyTR& subordinate class of common stock which lestitts
holders to receive approximately 25% of the divitlethat would otherwise be payable to us on ouiteduterest ir
the common stock of CT Legacy REIT, after aggregath distributions of $50.0 million have been paidll othe
classes of common stock.

As of June 30, 2011, our consolidated balance sheletdes an aggregate $299.2 million of assets$7d.5 millior
of liabilities related to CT Legacy REIT. In additi, CT Legacy REIT consolidates three securitizatiasts which ai
presented on our consolidated balance sheets thiér securitization trusts owned by us directlyjalihare discusst
in Note 11.

The liabilities of CT Legacy REIT are all noaeourse to us, and we are not obligated to provide have w
provided, any financial support to CT Legacy REAEcordingly, other than in the event of a breacleatain limite
non-recourse, “bad boy¢arve outs, our maximum exposure to loss as atresalr investment in CT Legacy REIT
limited to $178.4 million, the face amount of oguéy interest in CT Legacy REIF’'net assets. After giving effect
provisions for loan losses and other-thamporary impairments recorded as of June 30, 26af,remaining n
exposure to loss from CT Legacy REIT is $65.6 wlli

As described in Note 2, our consolidated balaneetshseparately present: (i) our direct assetdiabitities, (ii) the
direct assets and liabilities of CT Legacy REITd&fii) the assets and liabilities of consolidats€curitizatiol
vehicles, some of which are subsidiaries of CT IcgdREIT. The following disclosures relate specifligéo the direc
assets and liabilities of CT Legacy REIT, as sep@ratated on our consolidated balance sheets.

A. Securities Held-to-Maturity — CT Legacy REIT

CT Legacy REITS securities portfolio consists of CMBS, CDOs, atter securities. Activity relating to the
securities for the six months ended June 30, 2Cslag follows (in thousands):

CDOs & Total
CMBS Other Book Value®
December 31, 201 $— $— $—
Transfer from Capital Trust, In 2,35¢ 1,221 3,571
Principal paydown 47 — 47
Discount/premium amortization & oth(@ 122 12 134
June 30, 2011 $2,43:. $1,23: $3,66¢

(1) Includes securities with a total face value of $3%illion as of June 30, 201

As of June 30, 2011, all of CT Legacy REIT’s settesiwere classified as held-to-maturity.
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The following table allocates the book value of C@&gacy REITS securities as of June 30, 2011 between
amortized cost basis, amounts related to mark-tdetadjustments on securities previously classifis available-
for-sale, and the portion of other-than-temporampairments not related to expected credit losseth@iusands):

CMBS CDOs & Other | Total Securities
Amortized cost basi $4,03¢ $1,23: $5,26¢
Mark-to-market adjustments on securities previously
classifiedas availabl-for-sale (535 — (535)
Other-than-temporary impairments recognized in
accumulateother comprehensive incor (1,069 — (1,069
Total book value as of June 30, 2011 $2,43: $1,23: $3,66¢

The following table details overall statistics f&T Legacy REITS securities portfolio as of June 30, 2011
December 31, 2010:

June 30, 2011 December 31, 201!

Number of securitie 7 =

Number of issue 5 —
Rating® @ CCcC n/a

Fixed / Floating (in millions(®) $3/%1 /%
Coupon® 4) 8.05% n/a

Yield O @ 8.89% n/a

Life (years)® ©) 6.6 n/a

(1) Represents a weighted average as of June 30,

(2) Weighted average ratings are based on thesloveting published by Fitch Ratings, Standard &P ol
Moody's Investors Service for each secur

(3) Represents the aggregate net book value of théoporallocated between fixed rate and floatingeragcurities

(4) Coupon is based on the securitiemntractual interest rates, while yield is base@xpected cash flows for e¢
security, and considers discounts/premiums and asseperformance. Calculations for floating rate seées
are based on LIBOR of 0.19% as of June 30, 2

(5) Weighted average life is based on the timing anduarh of future expected principal payments throtigé
expected repayment date of each respective invast

The table below details the ratings and vintagéribigion of CT Legacy REITS securities as of June 30, 2011
thousands):

Rating as of June 30, 201

CCC and
Vintage B Below Total
2003 $— $1,23: $1,23:
2000 — 1,102 1,10z
1997 20C — 20C
1996 — 1,12¢ 1,12¢
Total $20( $3,46¢ $3,66¢
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Other-than-temporary impairments
Certain of the securities which were transferredCib Legacy REIT have previously been other-ttemporarily

impaired both during the six months ended June2BA]1, and in prior periods. The following table snarize:
activity related to the other-than-temporary impants of these securities as of June 30, 201 hdusands):

Gross Othel-Than- Credit Related Non-Credit Related
Temporary Other-Than-Temporary Other-Than-Temporary
Impairments Impairments Impairments
December 31, 201 $— $— $—
Transfer from Capital Trust, In 30,47( 29,36: 1,10¢
Amortization of other-than-temporary
impairment: (118§ (79 (39
June 30, 2011 $30,35. $29,28: $1,06¢

Unrealized losses and fair value of securities

Certain of CT Legacy REIF securities are carried at values in excess of thig values. This difference can
caused by, among other things, changes in credi#adp and interest rates. The following table shtdwesgros
unrealized losses and fair value of securitiesoich the fair value is lower than their book vahsof June 30, 201
and that are not deemed to be other-than-tempprargaired (in millions):

Less Than 12 Months Greater Than 12 Months Total
Gross Gross Gross
Estimated Unrealized Estimated Unrealized | Estimated Unrealized
Fair Value Loss Fair Value Loss Fair Value Loss Book Value @
Floating Rat $— $— $0.2 ($1.0) $0.2 ($1.0 $1.2
Fixed Rate — — — — — — —
Total $— $— $0.2 ($1.) $0.2 ($1.) $1.2

Q) Excludes, as of June 30, 2011, $2.4 million of siéies which were carried at or below fair valuelaecurities against which an other-than-
temporary impairment equal to the entire book valas recognized in earnin¢

As of June 30, 2011, one of CT Legacy REIT's séiesrwith a book value of $1.3 million was carrigida value i
excess of its fair value. Fair value for this séguvas $158,000 as of June 30, 2011. In totabfakine 30, 2011, C
Legacy REIT had seven investments in securitieb afit aggregate book value of $3.7 million that haweestimate
fair value of $3.8 million, including three investmts in CMBS with an estimated fair value of $3.diom and fou
investments in CDOs and other securities with @imesed fair value of $158,000.

We determine fair values using third party deakseasments of value, and our own internal finamiadlelbase:
estimations of fair value. See Note 19 for furttisicussion of fair value. We regularly examine securities portfoli
and have determined that, despite the differeneesden book value and fair value discussed abawegxpectatior
of future cash flows have changed adversely foro$iwur securities, against which we have recoghiaener-than-
temporary-impairments.

Our estimation of cash flows expected to be geadrby our securities portfolio is based upon aarirdl review c
the underlying loans securing our investments loottan absolute basis and compared to our initidkomriting fol
each investment. Our efforts are supplemented ipg-fgarty research reports, thipirty market assessments and
dialogue with market participants.

Investments in variable interest entit
CT Legacy REITS securities portfolio includes investments in b6tfiBS and CDOs, which securitization struct

are generally considered VIEs. We have not conatill these VIES due to our determination that, dase the
structural provisions of each entity and the natfreur investments, we do not have the power tectlithe activitie



that most significantly impact these entities' exrait performance.
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These securities were acquired through investnagnt,do not represent a securitization or othestearof our assel
We are not named as special servicer on thesetingass, nor do we have the right to name speciaices.

CT Legacy REIT is not obligated to provide, nor ftgzrovided, any financial support to these eesitiAs of June 3
2011, CT Legacy REIF maximum exposure to loss as a result of its tnvest in these entities is $35.7 million,
principal amount of its securities portfolio. Wevkarecorded other-thaemporary impairments of $30.4 milli
against this portfolio, resulting in a net expostaréoss of $5.3 million as of June 30, 2011.

B. Loans Receivable, Net — CT Legacy REIT

Activity relating to CT Legacy REITE loans receivable for the six months ended June€@01 was as follows (
thousands):

Gross Book Provision for Net Book

Value Loan Losses Value 1)
December 31, 201 $— $— $—
Transfer from Capital Trust, Inc. on March 31, 2( 739,69: (244,28)) 495,41
Satisfaction{? (191,19) — (191,19)
Principal paydown (16,170 — (16,170
Discount/premium amortization & oth 90¢€ — 90¢€
Provision for loan losse — (9,439 (9,439
Realized loan losse (1,439 1,43¢ —
Reclassification to loans hefor-sale (32,33) — (32,33)
June 30, 2011 $499,47. ($252,28)) $247,19

(1) Includes loans with a total principal balance 08$4 million as of June 30, 201
(2) Includes final maturities, full repayments, andese

The following table details overall statistics 0T Legacy REITS loans receivable portfolio as of June 30, 201d
December 31, 2010:

June 30, 2011 December 31, 201!
Number of investment 20 -
Fixed / Floating (in millions(® $50/ $197 /%
Coupon@ ) 4.05% n/a
Yield @ 3) 4.35% n/a
Maturity (years)@ @ 1.6 n/a

(1) Represents the aggregate net book value of théoporallocated between fixed rate and floatingertans
(2) Represents a weighted average as of June 30,

(38) Calculations for floating rate loans are based BQAR of 0.19% as of June 30, 20:

(4) Represents the final maturity of each investmestiiaséng all extension options are execu
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The tables below detail the types of loans in C§day REITS portfolio, as well as the property type and gapbit
distribution of the properties securing these lpaissof June 30, 2011 and December 31, 2010 (irstrals):

June 30, 201! December 31, 201!

Asset Type Book Value  Percentage Book Value Percentage
Senior mortgage $81,62: 32% $— —%
Mezzanine loan 71,21¢ 29 — —
Subordinate interests in

mortgage: 71,16¢ 29 — —
Other 23,18¢ 10 — —
Total $247,19I 100% $— —%
Property Type Book Value  Percentage Book Value Percentage
Office $122,47! 50% $— —%
Hotel 75,42¢ 31 — —
Multifamily 14,21 5 — —
Other 35,07t 14 — —
Total $247,19I 100% $— —%
Geographic Location Book Value  Percentage Book Value Percentage
Northeas' $67,25: 27% $— —%
Southwes 55,85 23 — —
West 52,38t 21 — —
Southeas 27,29° 11 — —
Northwest 10,11 4 — —
International 34,29( 14 — —
Total $247,19I 100% $— —%

Loan risk ratings

Quarterly, management evaluates CT Legacy RElban portfolio for impairment as described in &dt. Ir
conjunction with our quarterly loan portfolio reviemanagement assesses the performance of eaglatamhassigns
risk rating based on several factors including rigkloss, LTV, collateral performance, structurgjteplan, ani
sponsorship. Loans are rated one (less risk) threight (greater risk), which ratings are defined\ote 2.

The following table allocates the net book valud arincipal balance of CT Legacy RE#Tloans receivable based
our internal risk ratings as of June 30, 2011 arddinber 31, 2010 (in thousands):

Loans Receivable as of June 30, 2011 Loans Receivable as of December 31, 2010
Risk Number Principal Net Number Principal Net
Rating of Loans Balance Book Value of Loans Balance Book Value
1-3 5 $94,28( $94,71¢ — $— $—
4-5 7 114,67 100,19( — — —
6-8 8 290,11¢ 52,28 — — —
Total 20 $499,06! $247,19 — $— $—
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In making this risk assessment, one of the prinfiacyors we consider is how senior or junior ea@nlds relative t
other debt obligations of the borrower. The follogitables further allocate CT Legacy RETbans receivable |
both loan type and our internal risk ratings adwfe 30, 2011 and December 31, 2010 (in thousands):

Senior Mortgage Loans
as of June 30, 201 as of December 31, 201
Risk Number Principal Net Number Principal Net
Rating of Loans Balance Book Value of Loans Balance Book Value
1-3 1 $6,00( $5,96¢ — $— $—
4-5 3 44,66" 44,66° — — —
6-8 2 44.,05( 30,98¢ — — —
Total 6 $94,71 $81,62: — $— $—
Subordinate Interests in Mortgages
as of June 30, 201 as of December 31, 201
Risk Number Principal Net Number Principal Net
Rating of Loans Balance Book Value of Loans Balance Book Value
1-3 1 $13,00( $13,00( — $— $—
4-5 2 51,35: 36,87( — — —
6-8 4 85,77 21,29¢ — — —
Total 7 $150,12 $71,16¢ — $— $—
Mezzanine & Other Loans
as of June 30, 201 as of December 31, 201
Risk Number Principal Net Number Principal Net
Rating of Loans Balance Book Value of Loans Balance Book Value
1-3 3 $75,28( $75,74° — $— $—
4-5 2 18,65 18,65: — — —
6-8 2 160,29( — — —
Total 7 $254,22. $94,40( — $— $—

Loan impairment:

The following table describes CT Legacy RHETmpaired loans as of June 30, 2011, includinggingol loans that a
current in their interest payments and those tretalinquent on contractual payments (in thousgnds

June 30, 201!
Provision
No. of Gross Book for Loan Net Book
Impaired Loans Loans Value Loss Value
Performing loan: 5 $253,53! ($218,83) $34,70:.
Non-performing loan: 2 43,42( (33,449 9,97
Total impaired loans 7 $296,95! ($252,28)) $44,67-

The following table details the allocation of CTdaey REITS provision for loan losses as of June 30, 201
thousands):

June 30, 201!
Principal Provision for
Impaired Loans Balance Loan Loss Loss Severity
Mezzanine & other loar $254,22. $160,28! 63%
Subordinate interests in mortgag 150,12¢ 78,93 53
Senior mortgages 94,71 13,06 14

Total/Weighted Average $499,06! $252,28. 51%




Generally, we have recorded provisions for loas lagainst all loans which are in maturity defaoittptherwise han
pastdue principal payments. As of June 30, 2011, CTacgdREIT had three loans with an aggregate net vable
of $44.5 million which were in maturity default bibéd no provision recorded. We expect to collelcpahcipal an
interest due under these loans upon their resalutio
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The following table details CT Legacy REfl'average balance of impaired loans by loan typd, the incom
recorded on such loans subsequent to their impaircheing the six months ended June 30, 2011 ¢odands):

Income on Impaired Loans for the Six Months Ended dne 30, 2011

Average Net Income
Asset Type Book Value Recorded®
Senior Mortgage Loar $9,02¢ $14(
Subordinate Interests in Mortgac 24,17: 127
Mezzanine & Other Loar — 1,58t
Total $33,19° $1,85:

(1) Substantially all of the income recorded on impail@ans during the period was received in ¢
See also Note 4 for disclosure of income recordedhgpaired loans prior to their transfer to
Legacy REIT, substantially all of which was alsoewed in cast

Nonaccrual loan:

In accordance with our revenue recognition polidessussed in Note 2, we do not accrue interesoans which ar
90 days past due or, in the opinion of managemsast,otherwise uncollectable. Accordingly, we do have an
material interest receivable accrued on CT LegaelTR nonperforming loans as of June 30, 2011.

The following table details CT Legacy RESBIToans receivable which are on nonaccrual status dune 30, 2011 |
thousands):

Non-Accrual Loans Receivable as of June 30, 20:

Principal Net
Asset Type Balance Book Value
Senior Mortgage Loar $1,77¢ $1,77¢
Subordinate Interests in Mortgac 85,77: 21,29¢
Mezzanine & Other Loar 152,28 —
Total $239,84: $23,07!

C. Loans Held-for-Sale, Net — CT Legacy REIT

Activity relating to CT Legacy REIT's loans heldrfeale for the six months ended June 30, 2011 wéallas/s (in
thousands):

Gross Book Valuation
Value Allowance Net Book Value
December 31, 201 $— $— $—
Reclassification from loans receival 32,33: — 32,33:
Valuation allowance on loans h-for-sale — (229) (2249)
June 30, 2011 $32,33: ($229) $32,10°

During the second quarter of 2011, CT Legacy REdlassified a $32.5 million senior mortgage loaroens held-
for-sale, against which it has recorded a $224y@00ation allowance to reflect this loan at its mp@mate fair value.
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D. Debt Obligations — CT Legacy REIT
As of June 30, 2011, CT Legacy REIT had $182.3imnilbf total debt obligations outstanding. The baks of eac

category of debt, their respective coupons andhadiffective costs (including the amortization ee§ and expens:
were as follows (in thousands):

June 30, December 31 June 30,
2011 2010 2011
Principal Book Book All-In

Debt Obligations Balance Value Value Coupon®  Cost® Maturity Date @
Repurchase obligation

(JPMorgan $119,34:  $119,34: $— 2.6% 2.69%  December 15, 20:
Mezzanine loai® 63,00( 51,63: — 15.0(% 18.7/% March 31, 201¢

Total/Weighted Averac $182,34.  $170,97: $— 6.94% 8.22%® May 27, 201F

(1) Assumes LIBOR of 0.19% at June 30, 2011 for flaatiate debt obligation:

2) Maturity dates represent the contractual maturiitgazh facility.

) The mezzanine loan carries a 15.0% per annteneist rate, of which 7.0% per annum may be dedeffhe allin cost of the mezzanine lo
includes the amortization of deferred fees and eseg

4) Including the impact of interest rate hedgéth wn aggregate notional balance of $61.0 milksnof June 30, 2011, the effective ialleos
of CT Legacy REI"s debt obligations would be 9.90% per ann

Repurchase Obligatior

In conjunction with our March 2011 restructuring) March 31, 2011 our legacy repurchase obligatiwith JF
Morgan, Morgan Stanley and Citigroup were assumedvbolly-owned subsidiaries of CT Legacy REIT, and
recourse to Capital Trust, Inc. was eliminated. Batances then outstanding under the three repsgcbhlligation
with JP Morgan, Morgan Stanley and JP Morgan wé&#33% million, $93.2 million, and $38.1 million,sectively.

During the second quarter of 2011, the Morgan 8taaind Citigroup repurchase obligations were fuipaid an
extinguished, and the remaining collateral thereundhs released.

The JP Morgan facility matures on December 15, 28dd bears interest at a rate of LIBOR + 2.50% grerun
(2.69% as of June 30, 2011), which rate will inse#o LIBOR + 3.00% per annum for the period frorarth 31
2013 through March 30, 2014, and then to LIBOR 530% per annum for the period from March 31, 20Iréubt
maturity. In addition, periodic repayment targetssinbe met under the facility, which require théstanding balanc
be reduced to: $110.0 million by December 15, 20865.0 million by December 15, 2012, and $30 mmillioy
December 15, 2013.

As of June 30, 2011, the JP Morgan facility hadatstanding balance of $119.3 million.

The following table details the aggregate outstagiddrincipal balance, book value and fair valueGaf Legac
REIT's assets, primarily loans receivable, which weeglged as collateral under the JP Morgan repurdhagity as
of June 30, 2011, as well as the amount at riskh@usands). The amount at risk is generally etju#tie book valu
of our collateral less the outstanding principdhhae of the repurchase facility.

Loans and Securities Collateral Balances,
as of June 30, 2011

Repurchase Lende Facility Balance Principal Balance  Book Value Fair Value @ Amount at Risk @
JPMorgar $119,34: $371,54. $216,44 $190,52 $104,12!

(1) Fair values represent the amount at which assetkl d® sold in an orderly transaction between dingilbuyer and willing seller. Tt
immediate liquidation value of these assets woilkdely be substantially lowe

2) Amount at risk is calculated on an assetabget basis for each facility and considers thatgref (a) the book value of an asset and (t
fair value of an asset, in determining the totsi.
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Mezzanine Loa

On March 31, 2011, CT Legacy REIT entered into 8B.& million mezzanine loan with Five Mile that das a 15.0¢
per annum interest rate, of which 7.0% per annuny tma deferred, and that matures on March 31, 20hé
mezzanine loan is not recourse to Capital Trust, émcept for certain limited non-recourse, “bag"bmarve outs.

The mezzanine loan is collateralized by 100% ofettyeity interests in a subsidiary of CT Legacy RBEAhich inturn
owns all of CT Legacy REIT’s assets, subjecpart to the repurchase obligations described abewe Mile ha:
consent rights with respect to material actionsceoning CT Legacy REIF assets such as material modificati
sales, and/or the pursuit of certain remedies veitfard to such assets. The mezzanine loan alsaiesmovenants tr
(i) prohibit CT Legacy REIT from paying common dtozash dividends until the mezzanine loan has begaid, (ii
prohibit us from selling or otherwise transferriogr equity interests in CT Legacy REIT, and (iigquire th:
continued employment of certain key employees.

In addition, an affiliate of Five Mile acquired &% equity interest in the common stock of CT Leg&HIT in
conjunction with the making of the mezzanine lo&absequently, during the second quarter of 201 Bffiliate of
Five Mile also acquired 9.4% of the subordinates€l® common stock of CT Legacy REIT which was oady
issued to our former junior subordinate notehold8ee above in this Note 10 for further discussibthe class
common stock.

As of June 30, 2011, the mezzanine loan had artamgli®ig principal balance of $63.0 million and akdalance ¢
$51.6 million. The difference between book balaacel principal outstanding is due to costs assatiatith the
mezzanine loan, primarily the equity interest in G3gacy REIT discussed above. Including the amatitn of thes
deferred costs, the mezzanine loan has an allshafdl8.74%.

E. Participations Sold — CT Legacy REIT

Participations sold represent interests in cettans that we originated and subsequently solahvéoad our investme
management vehicles or to third-parties. We prethease participations sold as both assets andewmurse liabilitie
because these arrangements do not qualify as wadles GAAP. Generally, participations sold are rded as asse
and liabilities in equal amounts on our consolidavalance sheets, and an equivalent amount oeBtt@rcome ar
interest expense is recorded on our consolidat@@ments of operations. However, impaired loantasseist b
reduced through the provision for loans lossesentie associated nareourse liability cannot be reduced until
participation has been contractually extinguishiéds can result in an imbalance between the loaticgzations sol
asset and liability. We have no economic exposutbdse liabilities.

In connection with our March 2011 restructurings¥62.3 million loan, in which we have previoushicda $97.!
million participation, was transferred to CT LegdR¥IT.

The following table describes CT Legacy RETparticipations sold assets and liabilities aslwie 30, 2011 a
December 31, 2010 (in thousands):

June 30, December 31
2011 2010
Participations sold asset:
Gross carrying valu $97,46" $—
Less: Provision for loan losses (97,465 —
Net book value of asse — —
Participations sold liabilities
Net book value of liabilitie: 97,46: —
Net impact to shareholders' eqt ($97,46Y $—

F. Derivative Financial Instruments — CT Legacy RET

To manage interest rate risk, we have historicaityployed interest rate swaps, or other arrangemtmionvert
portion of our floating rate debt to fixed rate tlé&border to indexnatch our assets and liabilities. The interest
swaps that we have employed were designated asfloastinedges and designed to hedge fixed rate sisggtins
floating rate liabilities. Under cash flow hedgege pay our hedge counterparties a fixed rate amandt ou
counterparties pay us a floating rate amount, whiehsettle monthly, and record as a componenttefést expens
Our counterparties in these transactions are finhmtstitutions and we are dependent upon thenfir@ health ¢
these counterparties and a functioning interest cirivative market in order to effectively execoter hedgin



strategy.
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The following table summarizes the notional amouwantd fair values of CT Legacy REH interest rate swaps as
June 30, 2011 and December 31, 2010 (in thousanhs)notional amount provides an indication of éxé&ent of ou
involvement in the instruments at that time, butglnot represent exposure to credit or interestrisi.

June 30, 2011 June 30, 201 December 31, 201
Counterparty Notional Amount Interest Rate @ Maturity Fair Value Fair Value

JPMorgan Chas $17,66° 5.14% 201¢ ($2,049 $—
JPMorgan Chas 16,70: 4.85% 201¢ (1,910 —
JPMorgan Chas 16,38( 5.52% 201¢ (2,819 —
JPMorgan Chas 7,062 5.11% 201¢ (1,03)) —
JPMorgan Chase 3,18 5.45% 201¢ (487) —
Total/Weighted Averac $61,00: 5.17% 201°F ($8,28¢) $—

(1) Represents the gross fixed interest rate we pautacounterparties under these derivative instrumeNe receive an amount of intel
indexed to on-month LIBOR on all of our interest rate swa

During the second quarter of 2011, as a resultigrfifcant repayments of CT Legacy RE$Tfloating rate del
obligations, these interest rate swaps ceased highdy effective hedging instruments. We therefdiscontinued tt
designation of these hedges as cash flow hedges résult, beginning in the second quarter of 2@h¥,change in tt
fair values of these interest rate swaps is recbedea norcash component of interest expense on our conset
statement of operations. We recognized $770,0Gudf noneash interest expense during the six months enaies
30, 2011.

In addition, as a result of the termination of thiective hedge designation, we reclassified $3iiam from
accumulated other comprehensive income asacash-interest expense on our consolidated finast@éments.
future periods we will recognize additional ncaish interest expense as the remaining balancecafalated othi
comprehensive income is amortized over the lifeadh related facility. Net payments under suchr@sterate swaj
during the six months ended June 30, 2011 total&d $00, and were recorded as a component of gitexpense.

Over the next twelve months, we expect approxipa#2.4 million to be reclassified from other contpzasiv
income to interest expense. This amount represtrdas amortization of losses previously recorded thel
comprehensive income on interest rate swaps whiehalonger designated as cash flow hedges.

As of June 30, 2011, CT Legacy REIT has not poatgdassets as collateral under derivative agreement
Note 11. Consolidated Securitization Vehicles

As of June 30, 2011, our consolidated balance shektdes an aggregate $2.0 billion of assets @@ Billion of
liabilities related to 10 consolidated securitieatvehicles. Due to the naeeourse nature of these vehicles, and
factors discussed below, our net exposure to koss investments in these entities is limited to.21illion.

Our consolidated securitization vehicles include tategories of entities: (i) collateralized debligations sponsor
and issued by us, which we refer to as CT CDOs(dndther consolidated securitization vehicles @hiwere nc
issued or sponsored by us. We have historicallysalisiated the CT CDOs; however we began consafigatine
additional securitization vehicles as of JanuarQ,0, as discussed in Note 2.

CT CDOs

We currently consolidate four collateralized debligation, or CDO, entities, which are VIEs thatresponsored |
us. These CT CDOs invest in commercial real edatat instruments, some of which we originated/asglian:
transferred to the CDO entities, and are finangethb debt and equity they issue. We are namedldaral manag:
of all four CT CDOs and are named special sendcea number of CDO collateral assets. As a refuoosolidatior
our subordinate debt and equity ownership interestiese CT CDOs have been eliminated, and owmbal she:
reflects both the assets held and debt issueddsetlDOs to thirgharties. Similarly, our operating results and
flows include the gross amounts related to thetasmed liabilities of the CT CDO entities, as opgubgo our ne
economic interests in these entities. Fees earyedisbfor the management of these CDOs are elimdnat
consolidation.

Our interest in the assets held by these CT CD®s;hnare consolidated on our balance sheet, isigest by th
structural provisions of these entities, and owovery of these assets will be limited by the CD@stributior
provisions, which are subject to change due to mantbreaches or asset impairments, as furtherideddelow i
this Note 11. The liabilities of the CT CDOs, whiate also consolidated on our balance sheet, areetourse to u
and can generally only be satisfied from each C' respective asset pot
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We are not obligated to provide, nor have we predjdany financial support to these CT CDOs. Acauglyi, othe
than in the event of a breach of certain represient or warranties, which are discussed in deteibw, ou
maximum exposure to loss as a result of our investnn these entities is limited to $233.6 milliche notione
amount of the subordinate debt and equity intaxestetained in these CDOs. After giving effect éotain transfers
these interests, provisions for loan losses andrdttantemporary impairments recorded as of June 30, 206du
remaining net exposure to loss from these enigi&d5.2 million.

Other Consolidated Securitization Vehicles

As discussed above, we currently consolidate sithtiathal securitization vehicles, all of which asebstantiall
similar to the CT CDOs. These securitization vedgcinvest in commercial real estate debt instrusjewhict
investments were not originated or transferrecht éntities by us. In addition to our investmenthia subordina
classes of the securities issued by these vehislesre named special servicer on a number of éssiets. As a res
of consolidation, our ownership interests in thesesolidation vehicles have been eliminated, andbalance she
reflects both the assets held and debt issuedese thehicles to thirgarties. Similarly, our operating results and
flows include the gross amounts related to thetass®l liabilities of the securitization vehicles, opposed to our r
economic interests in these entities. Special senyifees paid to us on assets owned by theselgstdce eliminate
in consolidation.

Our interest in the assets held by these secuiitizaehicles, which are consolidated on our badastteet, is restrict
by the structural provisions of these entities, an@covery of our investment in the vehicles Wwél limited by eac
entity’s distribution provisions. The liabilities of thecwritization vehicles, which are also consolidaiacbur balanc
sheet, are non-recourse to us, and can generdylyoersatisfied from each vehicle’s respective geel.

We are not obligated to provide, nor have we predjdany financial support to these entities. Initaald five of thes
six investments have been made through our CT CDMM&h limits our exposure to loss as discussedva
Accordingly, as of June 30, 2011, our maximum exp®do loss as a result of our investment in thasiies i
limited to $69.0 million, the notional amount ofranvestment in the only securitization vehicle hetd by our C
CDOs. Prior to consolidation, we have previouslyained 100% of our investment in this entity, résglin a zen
net exposure to loss as of June 30, 2011.

As described in Note 2, our consolidated balaneetshseparately present: (i) our direct assetdiabitities, (ii) the
direct assets and liabilities of CT Legacy REITda(iii) the assets and liabilities of consolidatselcuritizatiol
vehicles, some of which are subsidiaries of CT lcgdREIT. The following disclosures relate specificéo the asse
and liabilities of consolidated securitization v&as, as separately stated on our consolidateddmkheets.

A. Securities Held-to-Maturity — Consolidated Secuitization Vehicles

Our consolidated securitization vehiclegcurities portfolio consists of CMBS, CDOs, anbeotsecurities. Activit
relating to these securities for the six monthseendline 30, 2011 was as follows (in thousands):

CDOs & Total

CMBS Other Book Value®

December 31, 201 $456,31. $48,01: $504,32:

Principal paydown (9,929 (21,419 (31,349

Discount/premium amortization & oth® (149) (491) (640

Otherthar-temporary impairment:

Recognized in earning (6,557) — (6,557
Recognized in accumulated other

comprehensive inconr 1,631 — 1,631

June 30, 2011 $441,31! $26,10: $467,42

(1) Includes securities with a total face value of $36rillion and $594.4 million as of June 30, 20X &ecember 31, 201
respectively

(2) Includes mark-to-market adjustments on seesripreviously classified as available-for-sale,ogtimation of other-than-
temporary impairments, and losses, if ¢

As of both June 30, 2011 and December 31, 2010pfatlur consolidated securitization vehiclegcurities wer
classified as held-to-maturity.
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The following table allocates the book value of oansolidated securitization vehiclegcurities as of June 30, 2(
between their amortized cost basis, amounts relatedark-tomarket adjustments on securities previously cles
as available-for-sale, and the portion of othentteamporary impairments not related to expected tredses (i

thousands):
CDOs & Total
CMBS Other Securities

Amortized cost basi $448,96! $26,10: $475,07!
Mark-to-market adjustments on securities

previously classified as availa-for-sale 4,11¢ — 4,11¢
Other-than-temporary impairments recognized in

accumulated other comprehensive inct (11,766) — (112,766
Total book value as of June 30, 2011 $441,31! $26,10: $467,42

The following table details overall statistics fmur consolidated securitization vehiclag'curities portfolio as of Ju

30, 2011 and December 31, 2010:

June 30, 2011 December 31, 201I
Number of securitie 55 56
Number of issue 39 40
Rating® @ BB+ BB+
Fixed / Floating (in millions® $466 / $1 $503 / $1
Coupon® 4) 6.66% 6.66%
Yield () @) 7.06% 6.97%
Life (years)® ) 2.9 3.4

(1) Represents a weighted average as of June 30, 2@lhecember 31, 2010, respective

(2) Weighted average ratings are based on thesloveting published by Fitch Ratings, Standard &P ol
Moody's Investors Service for each secur

(3) Represents the aggregate net book value of théoporallocated between fixed rate and floatingera¢curities

(4) Coupon is based on the securitieshtractual interest rates, while yield is baseaxpected cash flows for e¢
security, and considers discounts/premiums and asseperformance. Calculations for floating rate seées
are based on LIBOR of 0.19% and 0.26% as of Jup2@0L and December 31, 2010, respectiy

(5) Weighted average life is based on the timing anduwarh of future expected principal payments throtigé
expected repayment date of each respective invest

The table below details the ratings and vintagé&ibtigion of our consolidated securitization vebiglsecurities as

June 30, 2011 (in thousands):

Rating as of June 30, 201

CCC and
Vintage AAA AA A BBB BB B Below Total
2006 $— $— $— $— $— $— $15,18( $15,18(
2005 — — — — — — 20,53( 20,53(
2004 — 24,79¢ 4,331 — — — — 29,12¢
2003 9,907 — — 3,01¢ 1,96: — — 14,88¢
2002 — — — 6,687 — 2,68( — 9,361
2001 — — — 1,30z — 4,12¢ 1,632 7,06:
2000 2,917 — — — — — 25,501 28,41¢
1999 — — 11,28¢ 1,41¢ 17,37: — — 30,077
1998 76,72¢ 45,94 37,59¢ 43,49¢ 33,30¢ — 14,53¢ 251,61«
1997 5,94: — 18,60¢ — 5,20z 3,03t 3,627 36,31¢
1996 24,84( — — — — — — 24,84(
Total $120,321 $70,74. $71,82!  $55,92.  $57,84t $9,84« $80,91! | $467,42(
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The table below details the ratings and vintag#ritigion of our consolidated securitization vek&l securities as 1
December 31, 2010 (in thousands):

Rating as of December 31, 201

CCC and
Vintage AAA AA A BBB BB B Below Total
2006 $— $— $— $— $— $— $15,24¢ $15,24¢
2005 — — — — — — 22,03: 22,03:
2004 — 24,81t 8,414 — — — 2,40( 35,62¢
2003 9,90¢ — 3,02( 1,95¢ — — 14,88¢
2002 — — — 6,66: — 2,65z — 9,31t
2001 — — — 4,81¢ 4,12¢ — 3,537 12,48(
2000 2,92:¢ — — — — — 26,017 28,94(
1999 — 11,33: 1,42: 17,36¢ — — 30,12¢
1998 98,017 45,59¢ 38,04¢ 43,52¢ 43,53¢ — 4,12¢ 272,83t
1997 — 26,12¢ — 5,18: 3,36( 3,54¢ 38,21:
1996 24,617 — — — — — — 24,617
Total $135,46.  $70,40¢  $83,92(  $59,44«  $72,17( $6,01: $76,90¢ | $504,32.

Other-than-temporary impairments

Quarterly, we reevaluate our consolidated secatitin vehicles'securities portfolio to determine if there has bae
other-thantemporary impairment based upon expected future ftews from each securities investment. As a rtesi
this evaluation, under the accounting guidanceudsed in Note 2, during the six months ended JOne2@11, w
recorded a gross other-thtemporary impairment of $4.9 million. In additiowe determined that $1.6 million
impairments previously recorded in other compreivengncome should be recognized as credit losses tdue
decrease in cash flow expectations for four ofsmaurities.

To determine the component of the gross other-tearporary impairment related to expected credisdes w
compare the amortized cost basis of each otherttraporarily impaired security to the present vabfiéts revise:
expected cash flows, discounted using itsipreairment yield. Significant judgment of managemrisirequired in thi
analysis that includes, but is not limited to,g§sumptions regarding the collectability of prirdipnd interest on tl
underlying loans, net of related expenses, ana\iijent subordination levels at both the individoans which sen
as collateral under our securities and at the geithemselves.

The following table summarizes activity related ttee other-thartemporary impairments of our consolide
securitization vehicles’ securities during the signths ended June 30, 2011 (in thousands):

Gross Other-Than- Credit Related Non-Credit Related
Temporary Other-Than-Temporary Other-Than-Temporary
Impairments Impairments Impairments
December 31, 201 $88,58t $74,57¢ $14,01(
Additions due to change in expected
cash flows 4,92( 6,551 (1,637
Amortization of other-than-temporary
impairment: (1,617 (99¢) (613)
June 30, 2011 $91,89! $80,12¢ $11,76t

-35-




Index
Capital Trust, Inc. and Subsidiaries
Notes to Consolidated Financial Statements (contiraal)
(unaudited)

Unrealized losses and fair value of securities

Certain of our consolidated securitization vehiclescurities are carried at values in excess of fa@irvalues. Thi
difference can be caused by, among other thingsngds in credit spreads and interest rates. Thewfolg table
shows the gross unrealized losses and fair valseairities for which the fair value is lower thheir book value ¢
of June 30, 2011 and that are not deemed to be-ththr-temporarily impaired (in millions):

Less Than 12 Months Greater Than 12 Months Total
Gross Gross Gross
Estimated Unrealized Estimated Unrealized | Estimated Unrealized
Fair Value Loss Fair Value Loss Fair Value Loss Book Value ®
Floating Rat $— $— $— $— $— $— $—
Fixed Rate 104.C (3.5) 159.¢ (26.7) 263.¢ (29.6) 293.F
Total $104.( ($3.5) $159.¢ ($26.0) $263.¢ ($29.6 $293.t

(1) Excludes, as of June 30, 2011, $173.9 million alusiées which were carried at or below fair valed securities against which an other-
thar-temporary impairment equal to the entire book vahas recognized in earning

As of June 30, 2011, 35 of our consolidated saeation vehicles' securities with an aggregate bealke of $293.
million were carried at values in excess of thair falues. Fair value for these securities wass&fillion as of Jur
30, 2011. In total, as of June 30, 2011, our codatdd securitization vehicles had 55 investmantsecurities with ¢
aggregate book value of $467.4 million that havestimated fair value of $448.9 million, includiBg investments

CMBS with an estimated fair value of $422.4 milliand 2 investments in CDOs and other securitiels antestimate
fair value of $26.5 million.

The following table shows the gross unrealized desand fair value of our consolidated securitizati@hicles’
securities for which the fair value is lower thaur book value as of December 31, 2010 and thahatreleemed to |
other-than-temporarily impaired (in millions):

Less Than 12 Months Greater Than 12 Months Total
Gross Gross Gross
Estimated Unrealized Estimated Unrealized | Estimated Unrealized
Fair Value Loss Fair Value Loss Fair Value Loss Book Value @
Floating Rat $— $— $— $— $— $— $—
Fixed Rate 29.c 1.2 221.2 (37.9 250.t (38.6) 289.1
Total $29.: (81.9) $221.: ($37.9 $250.t ($38.9 $289.1

Q) Excludes, as of December 31, 2010, $215.2 millibsexurities which were carried at or below faifueaand securities against which
otherthar-temporary impairment equal to the entire book vabas recognized in earning

As of December 31, 2010, 33 of our consolidatedisgzation vehicles'securities with an aggregate book valu
$289.1 million were carried at values in excesthefr fair values. Fair value for these securities $250.5 million ¢
of December 31, 2010. In total, as of December2B10, our consolidated securitization vehicles Badnvestmen:
in securities with an aggregate book value of $504illion that have an estimated fair value of $&7/illion,
including 54 investments in CMBS with an estimatail value of $426.6 million and two investments@DOs an
other securities with an estimated fair value d8.$4million. These valuations do not include th&ueeof interest ra
swaps entered into in conjunction with the purcHasmncing of these investments, if any.

We determine fair values using third party deakseasments of value, and our own internal finamiadlelbase:

estimations of fair value. See Note 17 for furttisicussion of fair value. We regularly examine securities portfoli

and have determined that, despite these differememgeen book value and fair value, our expectatmfifuture cas

flows have only changed adversely for 11 of oumsées, against which we have recognized othen-iemporary-
impairments.
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Investments in variable interest entit

Our consolidated securitization vehiclesgcurities portfolio includes investments in bothlES and CDOs, whic
securitization structures are generally consid&fits. We have not consolidated these VIEs due todeterminatio
that, based on the structural provisions of eadhyeand the nature of our investments, we do raxtehthe power !
direct the activities that most significantly imp#étese entities' economic performance.

These securities were acquired through investnagnt,do not represent a securitization or othestearof our asse!
We are not named as special servicer on thesetingass.

We are not obligated to provide, nor have we predjdany financial support to these entities. Aséhsecurities a
financed by our nomecourse CT CDOs, our exposure to loss is therdiimited to our interests in these consolidi
entities described above in this Note 11.

B. Loans Receivable, Net — Consolidated Securitizah Vehicles

Activity relating to our consolidated securitizatioehicles’loans receivable for the six months ended Jun&G0]
was as follows (in thousands):

Gross Book Provision for Net Book

Value Loan Losses Value 1)
December 31, 201 $3,145,96 ($254,58Y) $2,891,37
Satisfaction? (1,234,89)) — (1,234,89i)
Principal paydown (170,52) — (170,52)
Discount/premium amortization & oth 26C — 26C
Recovery of provision for loan loss — 18,76¢ 18,76¢
Realized loan losse (1,61€) 1,61¢ —
June 30, 2011 $1,739,19 ($234,20) $1,504,99

(1) Includes loans with a total principal balance of7$hillion and $3.2 billion as of June 30, 2011 dhecember 31, 201
respectively
(2) Includes final maturities and full repaymer

The following table details overall statistics fourr consolidated securitization vehiclésans receivable portfolio as
June 30, 2011 and December 31, 2010:

June 30, 2011 December 31, 201
Number of investment 80 94
Fixed / Floating (in millions® $204 / $1,30: $213/$2,67¢
Coupon® ) 2.53% 2.27%
Yield @ ®) 2.53% 2.27%
Maturity (years)@ 4) 1.7 1.3

(1) Represents the aggregate net book value of thiofiorallocated between fixed rate and floatingerktans

(2) Represents a weighted average as of June 30, 2@lhecember 31, 2010, respective

(3) Calculations for floating rate loans are based tBAR of 0.19% and 0.26% as of June 30, 2011 anc:ibe
31, 2010, respectivel

(4) Forloans in CT CDOs, assumes all extension op@waexecuted. For loans in other consolidatedriiation
vehicles, maturity is based on information providgdhe trustees of each respective en
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The tables below detail the types of loans in cumsplidated securitization vehiclel®an portfolio, as well as tl
property type and geographic distribution of theparties securing these loans, as of June 30, &0d December 3
2010 (in thousands):

June 30, 2011 December 31, 201I

Asset Type Book Value Percentage Book Value Percentage
Senior mortgage $964,08! 63% $2,225,98 76%
Mezzanine loan 267,58: 18 316,28 11
Subordinate interests in

mortgage: 255,80: 17 333,62: 11
Other 22,61¢ 2 22,85( 2
Total $1,510,08 100% $2,898,73 100%
Property Type Book Value Percentage Book Value Percentage
Office $682,08! 45% $825,29: 28%
Hotel 545,09° 36 611,43! 21
Retail 156,37 10 178,14¢ 7
Healthcare 21,71¢ 2 1,156,88! 40
Other 104,81¢ 7 126,98! 4
Total $1,510,08 100% $2,898,73 100%
Geographic Location Book Value Percentage Book Value Percentage
Northeas $413,65 27% $417,35! 14%
Southeas 290,83: 19 318,65! 11
West 173,61¢ 11 163,93: 6
Southwes 154,59° 10 172,08t 6
Midwest 13,11¢ 2 18,30z 1
Diversified 464,27. 31 1,808,41! 62
Total $1,510,08 100% $2,898,73 100%
Unallocated loan loss provisic) (5,099 (7,359
Net book value $1,504,99 $2,891,37

1 W e have recorded a general provision for loan loagednst certain pools of smaller loans in our otidated securitization vehicles. T
9 p agesn p
general provision is not specifically allocableatay loan asset type, collateral property type,amgyaphic location, but rather to an ove
pool of loansSeeNote 2 for additional detail:

Loan risk ratings
Quarterly, management evaluates our consolidamdiseation vehiclesloan portfolio for impairment as describer
Note 2. In conjunction with our quarterly loan golib review, management assesses the performaneach loar

and assigns a risk rating based on several fagtohsding risk of loss, LTV, collateral performanc&ructure, ex
plan, and sponsorship. Loans are rated one (l&esthirough eight (greater risk), which ratings deéined in Note 2.
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The following table allocates the net book valud principal balance of our consolidated securitimatehicles’loans
receivable based on our internal risk ratings aluok 30, 2011 and December 31, 2010 (in thousands)

Loans Receivable as of June 30, 20. Loans Receivable as of December 31, 20

Risk Number Principal Net Number Principal Net
Rating () of Loans Balance Book Value of Loans Balance Book Value
1-3 20 $566,26! $565,58: 26 $2,031,17 $2,030,34
4-5 14 696,98t 696,75! 11 408,40( 408,05:
6-8 14 377,10¢ 147,39! 19 589,09( 341,25:
n/a 32 100,35¢ 100,35¢ 38 119,09 119,09(
Total 80 $1,740,72 $1,510,08 94 $3,147,75 $2,898,73
Unallocated loan loss provisio (5,099 (7,359
Net book value $1,504,99 $2,891,37

Q) W e have recorded a general provision for loan loagemst certain pools of smaller loans in our otidated securitization vehicles. Th
loans have not been individually risk-rated, buvéhdeen assessed for loss based on macroeconortocsfaSeeNote 2 for addition:
details.

In making this risk assessment, one of the prinfiacyors we consider is how senior or junior eaanlds relative t
other debt obligations of the borrower. The follogitables further allocate our consolidated sezatibn vehicles’
loans receivable by both loan type and our intersM ratings as of June 30, 2011 and December2@10 (ir
thousands):

Senior Mortgage Loans
as of June 30, 201 as of December 31, 201

Risk Number Principal Net Number Principal Net
Rating () of Loans Balance Book Value of Loans Balance Book Value
1-3 7 $299,16! $299,16! 12 $1,639,82 $1,639,81
4-5 8 514,13: 514,13: 6 335,04 335,04
6-8 2 133,21 61,90¢ 3 193,98: 143,67¢
n/a 30 88,88: 88,88: 36 107,44! 107,44¢
Total 47 $1,035,39 $964,08! 57 $2,276,29 $2,225,98

(1) W e have recorded a general provision for loan loagaist certain pools of smaller loans in our otidated securitization vehicles. Th
loans have not been individually risk-rated, buténdeen assessed for loss based on macroeconceticsfaSeeNote 2 for addition:

details.
Subordinate Interests in Mortgages
as of June 30, 2011 as of December 31, 2010

Risk Number Principal Net Number Principal Net
Rating ) of Loans Balance Book Value of Loans Balance Book Value
1-3 7 $140,33. $139,79: 7 $189,32. $188,66!
4-5 4 69,85° 69,62: 4 71,41¢ 71,06%
6-8 9 147,70: 44,41 11 185,91. 71,74¢
n/a 1 1,97¢ 1,97¢ 1 2,141 2,141
Total 21 $359,86! $255,80: 23 $448,79. $333,62.

(1) W e have recorded a general provision for loan loagainst certain pools of smaller loans in our otidated securitization vehicles. Th
loans have not been individually risk-rated, buténdeen assessed for loss based on macroeconoeticsfaSeeNote 2 for addition:
details.
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Mezzanine & Other Loans
as of June 30, 201 as of December 31, 201
Risk Number Principal Net Number Principal Net
Rating () of Loans Balance Book Value of Loans Balance Book Value
1-3 6 $126,76! $126,62: 7 $202,03: $201,86.
4-5 2 113,00( 113,00( 1 1,94 1,94
6-8 3 96,19« 41,07¢ 5 209,19: 125,82¢
n/a 1 9,50( 9,50( 1 9,50( 9,50(
Total 12 $345,46. $290,19! 14 $422,66! $339,13.

(1) W e have recorded a general provision for loan loagainst certain pools of smaller loans in our otidated securitization vehicles. Th
loans have not been individually risk-rated, buténdeen assessed for loss based on macroeconceticsfaSeeNote 2 for addition:
details.

Loan impairment:

The following table describes our consolidated sézation vehiclesimpaired loans as of June 30, 2011, inclu
impaired loans that are current in their interesyrpents and those that are delinquent on contidapayanents (i
thousands):

June 30, 2011

No. of Gross Bool Provision for
Impaired Loans Loans Value Loan Loss |Net Book Value
Performing loan: 7  $316,22! ($141,32) $174,90!
Non-performing loan: 6 134,27¢ (87,782 46,49°
Total impaired loans 13  $450,50: ($229,10)) $221,39

In addition, as described in Note 2, we have resdral $5.1 million general provision for loan losagainst 32 loai
in our consolidated securitization vehicles withaggregate principal balance of $100.4 million.

The following table details the allocation of ownsolidated securitization vehicleggtovision for loan losses as
June 30, 2011 (in thousands):

June 30, 2011

Principal Provision for Loss
Impaired Loans Balance Loan Loss Severity
Subordinate interests in mortgag $357,89 $102,68. 29%
Mezzanine & other loar 335,96: 55,11¢ 16
Senior mortgage 946,51. 71,30" 8
Unallocated?) 100,35¢ 5,09¢ 5
Total/Weighted Average $1,740,72 $234,20. 13%

(1) W e have recorded a general provision for loan loagainst certain pools of smaller loans in our otidatec
securitization vehicles. This general provisiomds specifically allocable to any loan asset typdt, rather to a
overall pool of loansSeeNote 2 for additional detail:

Generally, we have recorded provisions for loas lagainst all loans which are in maturity defanttptherwise hay
pastdue principal payments. As of June 30, 2011, ousclidated securitization vehicles had one loah @&ihet boo
value of $1.6 million which was in maturity defablit had no provision recorded. We expect to coBdicprincipa
and interest due under this loan upon its resaiutio
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The following table details our consolidated seitzation vehicles’average balance of impaired loans by loan -
and the income recorded on such loans subsequémtitdmpairment during the six months ended J8®e2011 (i
thousands):

Income on Impaired Loans for the Six Months Ended dne 30, 2011

Average Net Income
Asset Type Book Value Recorded®
Senior Mortgage Loar $75,90¢ $2,217
Subordinate Interests in Mortgac 20,48¢ 1,23¢
Mezzanine & Other Loar 135,24 2,821
Total $231,63I $6,27¢

(1) Substantially all of the income recorded on impai@ans during the period was received in ¢
Nonaccrual loan:

In accordance with our revenue recognition polidssussed in Note 2, we do not accrue interedbams which ar
90 days past due or, in the opinion of managemast,otherwise uncollectable. Accordingly, we do have an
material interest receivable accrued on nonperfognvans as of June 30, 2011.

The following table details our consolidated setzation vehiclesloans receivable which are on nonaccrual stat
of June 30, 2011 (in thousands):

Non-Accrual Loans Receivable as of June 30, 2011

Principal Net
Asset Type Balance Book Value
Senior Mortgage Loar $— $—
Subordinate Interests in Mortgac 86,18¢ 38,41¢
Mezzanine & Other Loar 96,19 41,07¢
Total $182,38. $79,49°

C. Real Estate Held-for-Sale — Consolidated Secuization Vehicles

In April 2010, we completed foreclosure on the lavidch served as collateral for a $15.1 millionddzeld by one ¢
our consolidated securitization vehicles. This Iteu a net book value of $12.1 million at the tiofeforeclosure
which amount was transferred to real estate helddte. Subsequently, during 2010, we recorded a fllibn
impairment to reflect this investment at its appmuate fair value of $8.1 million.
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D. Debt Obligations — Consolidated Securitization ¥hicles

As of June 30, 2011 and December 31, 2010, ourotidased securitization vehicles had $2.1 billiord&3.6 billior
of total non-recourse securitized debt obligationsstanding, respectively. The balances of eacityehutstandin
securitized debt obligations, their respective amgpand alin effective costs, including the amortization ee$ an
expenses, were as follows (in thousands):

June 30, December 31 June 30,
2011 2010 2011

Non-Recourse Principal Book Book All-In
Securitized Debt Obligations Balance Value Value Coupon ®) Cost® Maturity Date ()
CT CDOs
CT CDO | $146,16- $146,16- $199,57. 1.0(% 1.01% July 2039
CTCDO I 212,38( 212,38( 262,28: 0.7&% 1.07% March 205C
CT CDO Il 234,34: 234,92¢ 239,91: 5.24% 5.1€% June 203t
CTCDO IV® 251,80¢ 251,80¢ 280,82( 0.8% 1.02% October 204!
Total CT CDOs 844,69: 845,27¢ 982,58! 2.0% 2.1&% April 2042
Other securitization vehicle
GMACC 199°-C1 88,607 88,607 98,15¢ 7.11% 7.11% July 2029
GSMS 200-FL8A 50,55 50,55 125,59¢ 1.0%% 1.0%% June 202(
JPMCC 200-FL1A 91,057 91,057 95,69¢ 0.75% 0.75% February 201!
MSC 200-XLFA 664,49! 664,49! 751,13: 0.44% 0.44% October 202(
MSC 200-XLCA 389,58: 389,58: 522,13 1.7%% 1.7%% July 2017
CSFB 2006-HC1 — — 1,045,92! — — May 2023
Total other securitization vehicl 1,284,29. 1,284,29. 2,638,64. 1.32% 1.34% March 202C
Total/Weighted Average $2,128,98 $2,129,57 $3,621,22 1.64% 1.66%@  December 202

(1) Represents a weighted average for each respeatiitiyf, assuming LIBOR of 0.19% at June 30, 20drffoating rate debt obligation
2) Maturity dates represent the contractual maturftgach securitization trust. Repayment of secwritidebt is a function of collateral c:
flows which are disbursed in accordance with thetieatual provisions of each trust, and is theeef@xpected to occur prior to contrac

maturity.
3) Comprised, at June 30, 2011, of $238.9 millionladting rate notes sold and $12.9 million of fixetke notes solc
4) Including the impact of interest rate hedgéth &n aggregate notional balance of $319.2 milasrof June 30, 2011, the effectiveialicos

of our consolidated securitization vehic debt obligations would be 2.39% per anni

As discussed above in the introduction to this Nidteour consolidated securitization vehicles galheinclude twe
categories of entities: (i) collateralized debtigélions sponsored and issued by us, which we tefas CT CDOs al
(i) other consolidated securitization vehicles griwere not issued or sponsored by us. We havericistly
consolidated the CT CDOs; however we began coretoligl the additional securitization vehicles aslJahuary
2010.

CT CDOs

As of June 30, 2011, our outstanding CT CDOs inetlifbur separate issuances with a total face valusB44.’
million. As of June 30, 2011, $254.1 million of fmareceivable and $467.4 million of securities wiatanced by ot
CT CDOs. As of December 31, 2010, $299.9 millioroains receivable and $504.3 million of securitiese finance
by our CT CDOs.

CT CDO | and CT CDO Il each have interest coverage overcollateralization tests, which, when bredchprovid
for hyperamortization of the senior notes sold by a redioacdf cash flow that would otherwise have beerm paithe
subordinate classes, some of which are owned byrudhermore, all four of our CT CDOs provide fdrwetre-
classification of interest proceeds from impaireflateral as principal proceeds, which also seoséyperamortize
the senior notes sold.

During 2009, we were informed by our CDO trusteéngbairments due to rating agency downgrades déiceof the
securities which serve as collateral in all of @Ir CDOs. These impairments, combined with the perfermance ¢
certain loan collateral, resulted in breaches téragst coverage and overcollateralization tesiSTalCDO | and C
CDO I1, as well as the reclassification of interpatceeds from the impaired collateral as princgpaceeds in all fol
of our CT CDOs. Other than collateral managemess,feve currently do not receive any cash paymeomns €T CDC
I, CT CDO Il, and CT CDO IV, and receive irregutash payments from CT CDO llI.

-42-




Index
Capital Trust, Inc. and Subsidiaries
Notes to Consolidated Financial Statements (contiraal)
(unaudited)

Further, due to the hypamortization of senior notes, certain subordinéeses are accruing unpaid interest, rest
in an increased liability to these classes. Asaembtes which carry a lower rate of interest ammito hypemamortize
and certain subordinate notes continue to accriexreéd interest, the weightexrerage cost of debt for our CT CLC
has and will continue to increase.

When we formed (and reinvested) our four CT CDOs,made certain representations and warrantiesresibect t
Capital Trust, Inc. and the loans and securities We contributed as collateral to these CT CD@sgshe event th,
these representations or warranties are provedave feen untrue at the time that the respectiviatecdl wa
contributed, we may be required to repurchase ioeé those loans and securities. These represenga@n
warranties generally relate to specific corporatel asset related subjects, including, among othieig$, prope
corporate authorization; compliance with laws amgutations; ownership of the assets; title to, ladkliens
encumbering, and adequate insurance covering tderlying collateral properties; and the lack of stixig loal
defaults.

The maximum potential amount of future payment vway e required to make to repurchase assets is%&iiflion,
the current face amount of all loans and securitiesur four CT CDOs. In certain cases, we may lide to reduce tf
impact of any such purchase obligation through vedes from the exercise of remedies against thgtution fron
which we acquired the asset and received subditgntfee same representations and warranties. Thienpia
recoverable amount is not currently estimable amdle depend on the nature of the representationveardant
breached and the circumstances under which eaehaas transferred to the CT CDO. Since inceptiosm have nc
been required to repurchase any assets nor havecgéved any notice of assertion of a potentiabbheof an
representation or warranty. Any payment requiredreépurchase a loan or security could materially dotpou
liquidity.

Other Consolidated Securitization Vehicles

In addition to the CT CDOs sponsored by us, whighdiscussed above, we also have consolidated stlearitizatiol
vehicles beginning on January 1, 2010, as discusséibte 2. The debt obligations of these entiies separate
presented on our consolidated balance sheet alithglve CT CDOs issued by us, as they are alsoriseed, non-
recourse obligations. These obligations will geterae satisfied with the repayment of assets ichesuch entitye
collateral pool, or will be discharged when losaes realized. As of June 30, 2011, $1.4 billiorlaains receivab
serve as collateral for the securities issued bgdlother consolidated securitization vehicles.

E. Derivative Financial Instruments — ConsolidatedSecuritization Vehicles

The following table summarizes the notional amouwentsl fair values of our consolidated securitizati@hicles’
interest rate swaps as of June 30, 2011 and DeceBihe2010 (in thousands). The notional amount ipless al
indication of the extent of our involvement in timstruments at that time, but does not represemb®xe to credit (
interest rate risk.

June 30, 2011 June 30, 201 December 31, 201
Counterparty Notional Amount Interest Rate Maturity Fair Value Fair Value

Swiss RE Financie $241,08I 5.1(% 201t ($22,09) ($24,03)
Bank of Americe 44,69t 4.58% 201¢ (2,919 (3,33))
Morgan Stanle! 17,60¢ 3.95% 2011 (92) (399
Bank of Americe 10,53¢ 5.05% 201¢ (1,296 (1,267
Bank of Americe 5,10¢ 4.12% 201¢ (45%) (422)
Morgan Stanley 147 5.31% 2011 (2) (7)
Total/Weighted Average $319,17! 4.9% 201t ($26,849 ($29,46)

(1) Represents the gross fixed interest rate we pautacounterparties under these derivative instrumeNe receive an amount of intel
indexed to on-month LIBOR on all of our interest rate swa

As of both June 30, 2011 and December 31, 2010pfathe derivative financial instruments of our solidater

securitization vehicles were classified as cash fiedges, and recorded at fair value as interésthiedge liabilities ¢
our consolidated balance sheet.
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The table below shows amounts recorded to othempoeimensive income and amounts recorded to intesgstns
from other comprehensive income for the six moetided June 30, 2011 and 2010 (in thousands):

Amount of gain (loss) recognizet Amount of loss reclassified from OC
in OCI for the six months ended® to income for the six months ende(@
Hedge June 30, 201! June 30, 201( June 30, 201 June 30, 201(
Interest rate sway $2,61: ($5,83%) ($7,83) ($8,249)

(1) Represents the amount of unrealized gains and dos=eorded to other comprehensive income duringpérod, net of the amot
reclassified to interest expen

2) Represents net amounts paid to swap counterpddi@sg the period, which are included in interegtense, offset by an immaterial amc
of nor-cash swap amortizatio

All of our consolidated securitization vehiclesterest rate swaps were classified as highly &ffedor all of the
periods presented. Over the next twelve monthsywasnake payments under our hedge agreements, wec
approximately $13.8 million to be reclassified frather comprehensive income to interest expensis. ahount i
generally equal to the present value of expectgdchpats under the respective derivative contracts.

As of June 30, 2011, our consolidated securitimatiehicles have not posted any assets as collated®r derivativ
agreements.

Note 12. Shareholders’ Equity

Authorized Capital

We have the authority to issue up to 200,000,0@0eshof stock, consisting of 100,000,000 sharedasks A comma
stock and 100,000,000 shares of preferred stockjeButo applicable NYSE listing requirements, dagard o
directors is authorized to issue additional shafeguthorized stock without shareholder approvaladidition, to th
extent not issued, currently authorized stock mayetlassified between class A common stock anfénpesl stock.

Common Stock

Shares of class A common stock are entitled to woteall matters presented to a vote of sharehqldaewsept a
provided by law or subject to the voting rightsanfy outstanding preferred stock. Holders of readrghares of cla:
A common stock on the record date fixed by our 8azrdirectors are entitled to receive such divatkeas may
declared by the board of directors subject to tgbts of the holders of any outstanding preferrextis A total o
22,729,877 shares of common stock and stock umite ¥8sued and outstanding as of June 30, 2011.

We did not repurchase any of our common stock dutfire six months ended June 30, 2011, other tharB4tB89.
shares we acquired pursuant to elections by ingemtian participants to satisfy tax withholding ightions throug
the surrender of shares equal in value to the amofithe withholding obligation incurred upon thesting o
restricted stock.

Preferred Stock
We have not issued any shares of preferred stode sve repurchased all of the previously issued andtandin
preferred stock in 2001.

Warrants

In conjunction with the March 2009 restructuring air legacy repurchase obligations, we issued tofommel
repurchase lenders warrants to purchase an aggr8gbt9,691 shares of our class A common stock aixarcis
price of $1.79 per share. The warrants will bec@xercisable on March 16, 2012 and expire on Mag019, an
may be exercised through a cashless exercise aptien of the warrant holdersThe fair value assigned to th
warrants, totaling $940,000, has been recordedh ascaease to additional paid-capital, and will be amortized oy
the term of the related debt obligations. The wasavere valued using the Black-Scholes valuatiethod.

Dividends

We generally intend to distribute each year sultistiiynall of our taxable income (which does notaessarily equal n
income as calculated in accordance with GAAP) tostiareholders to comply with the REIT provisiofishe Interne
Revenue Code of 1986, as amended, or the IntereariRie Code. To the extent permitted, we may makeait
distributions in stock, taking into consideratidretrecent Internal Revenue Service rulings whidbwaREITSs tc
distribute up to 90% of their dividends in the foofnstock for tax years ending on or before Decan3fie 2011.
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In addition, our dividend policy remains subject to revision at tiecretion of our board of directors. All distrilmris
will be made at the discretion of our board of dioes and will depend upon our taxable income, financia
condition, our maintenance of REIT status and othetiors as our board of directors deems relevant.

No dividends were declared during the six montigedniune 30, 2011 or 20!
Accumulated Other Comprehensive Loss

The following table details the primary componestt@ccumulated other comprehensive loss as of 3Qn2011 an
significant activity for the six months ended J&@e 2011 (in thousands):

Mark -to-Market Deferred Gains Other-than-  Unrealized
on Interest Rate on Settled Temporary Gains on
Hedges Hedges Impairments  Securities Total
December 31, 201 ($37,919) $16t ($16,8010) $4,08 | ($50,467)
Unrealized gain on derivative
financial instrument 3,54t — — — 3,54t
Ineffective portion of cash flow
hedge!® 3,201 — — — 3,201
Amortization of net unrealized ga
on securitie — — — (50€) (50€)
Amortization of net deferred gain:
on settlement of swa| — 47 — — 47
Other-than-temporary impairment
of securitie® — — 3,96¢ — 3,96¢€
June 30, 2011 ($31,169 $11¢ ($12,839) $3,58: | ($40,30)

(1) Asaresult of significant repayments under flogtinte debt obligations of CT Legacy REIT a portifrits interest rate swaps were dee
inefective in the second quarter of 2011 and ardonger designated as hedging instruments. As @tyes portion of accumulated ot!
comprehensive income is reclassified into earneaysh period to reflect the n-hedge designation. See Note 10 for further disons

2) Represents the reclassification of other-tteanporary impairments of securities to credit lgssecognized through earnings, incluc
amortization of prior oth-thar-temporary impairments of $695,0(

Noncontrolling Interests

The noncontrolling interests included on our coitsted balance sheet represent the equity intenestS Legac
REIT which are not owned by us, as described ireNotCT Legacy REIFE outstanding common stock includes ¢
A-1 common stock, class 2-common stock, and subordinate common stock, 8assmmon stock. A portion of (
Legacy REITS consolidated equity and results of operationsaloeated to these noncontrolling interests bass
their prorata ownership of CT Legacy REIT. The following leadescribes activity relating to noncontrollingeirest
for the six months ended June 30, 2011 (in thousand

Noncontrolling

Interests
December 31, 201 $—
Allocation to noncontrolling interes (12,627
Net income attributable to noncontrolling intere 7,40(
June 30, 2011 ($5,229)

As of June 30, 2011, the noncontrolling interestsorded on our consolidated balance sheet wasicitdefhich
reflects the consolidated book value of CT Lega®ITR including certain securitization trusts in whilosses ha
been recorded in excess of CT Legacy REIT's net¢stment.

During the second quarter of 2011, we purchase¢gbb18hares of class B common stock of CT Legachi Réhich

were issued to our former lenders in conjunctiothwiur March 2011 restructuring. This purchasergitlimpact th
book value of noncontrolling interests.
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Earnings Per Share

The following table sets forth the calculation cddc and Diluted earnings per share, or EPS, basdte weighte
average of both restricted and unrestricted classmAmon stock outstanding, for the six months enliet® 30, 201
(in thousands, except share and per share amounts):

Six Months Ended June 30, 2011

Net Wtd. Avg. Per Share
Income Shares Amount

Basic EPS

Net income allocable to common stock $252,741 22,580,14 $11.1¢
Effect of Dilutive Securities

Warrants & Options outstanding for the purchaseosimon stoc — 1,444,07
Diluted EPS;

Net income per share of common stock and assumegrsions $252,74 24,024,22 $10.5:

The following table sets forth the calculation oddic and Diluted EPS based on the weighted avesadmtl
restricted and unrestricted class A common stodktanding, for the six months ended June 30, 261¢housand:
except share and per share amounts):

Six Months Ended June 30, 201

Net Wtd. Avg. Per Share
Loss Shares® Amount
Basic EPS
Net loss allocable to common stock ($60,55)  22,340,07 ($2.79)
Effect of Dilutive Securities
Warrants & Options outstanding for the purchaseomimon stoc — —
Diluted EPS;
Net loss per share of common stock and assumedtcsions ($60,557) 22,340,07 ($2.70)

(1) Diluted EPS excludes 129,000 options and 3.5 milliarrants which were not dilutive for the periddhese instruments could potenti
impact Diluted EPS in future periods, dependingbanges in our stock prit.

The following table sets forth the calculation cddc and Diluted earnings per share, or EPS, basdte weighte
average of both restricted and unrestricted classoimon stock outstanding, for the three monthséntline 3!
2011 (in thousands, except share and per sharenas)ou

Three Months Ended June 30, 201

Net Wtd. Avg. Per Share
Loss Shares® Amount
Basic EPS
Net loss allocable to common stock ($1,84% 22,723,14 ($0.0¢)
Effect of Dilutive Securities
Warrants & Options outstanding for the purchaseosfimon stoc — —
Diluted EPS:
Net loss per share of common stock and assumedrsions ($1,845 22,723,14 ($0.08

Q) Diluted EPS excludes 3.5 million warrants which evapt dilutive for the period. These instrumentsldgotentially impact Diluted EPS
future periods, depending on changes in our stoicle .
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The following table sets forth the calculation oadic and Diluted EPS based on the weighted avesadmtl
restricted and unrestricted class A common stod&tanding, for the three months ended June 30, galtousand:
except share and per share amounts):

Three Months Ended June 30, 201

Net Wtd. Avg. Per Share
Income Shares® Amount

Basic EPS

Net income allocable to common stock $2,90: 22,344,55 $0.1:
Effect of Dilutive Securities

Warrants & Options outstanding for the purchaseomimon stoc — 322,77
Diluted EPS;

Net income per share of common stock and assumegtrsions $2,90: 22,667,32 $0.1:

(1) Diluted EPS excludes 129,000 options which weredilotive for the period. These instruments coutdemtially impact Diluted EPS
future periods, depending on changes in our stoick .

Note 13. General and Administrative Expenses

General and administrative expenses for the sixthsoended June 30, 2011 and 2010 consisted obtloeving (in
thousands):

Six Months Ended June 30

General and Administrative Expenses 2011 2010
Personnel cos! $4,70¢ $4,73:
Restructuring awards to employe 2,75( —
Management incentive awards p- CT Legacy REIT 2,98( —
Employee stoc-based compensatic 317 76
Professional service 2,87¢ 2,27¢
Operating and other costs 997 1,19C
Subtotal $14,62° $8,27¢
Expenses from consolidated securitization vehicles 301 97E
Total $14,92¢ $9,25!

Note 14. Gain on Extinguishment of Debt

Gain on extinguishment of debt for the six monthslesl June 30, 2011 and 2010 consisted of the folpwin
thousands):

Six Months Ended June 30

Gain on Extinguishment of Debt 2011 2010
Extinguishment of senior credit facility
and junior subordinated not® $74,40: $—
Termination of loan participation so® 174,84t —
Other 1,72¢ 463
Total $250,97! $46:

(1) Represents the gain recorded on the extinguishofergrtain of our legacy debt obligations as paw Marct
2011 restructuring. See Note 1 for further disaorss

(2) Represents the gain recorded on the terminati@lofn participation sold which had previously b&apaired
See Note 8 for further discussic

Note 15. Income Taxes

Capital Trust, Inc. has made an election to bedaa® a REIT under Section 856(c) of the InternatéRae Codkt
commencing with the tax year ending December 3@328s a REIT, we generally are not subject to faklestate
and local income taxes except for the operationsuoftaxable REIT subsidiary, CTIMCO. To maintaumatificatior
as a REIT, we must distribute at least 90% of ourual REIT taxable income to our shareholders ardtrertai
other requirements. If we fail to maintain our dfiedtion as a REIT, we may be subject to matguehalties as we
as federal, state and local income tax on our faxattome at regular corporate rates. As of June28Q1 an



December 31, 2010, Capital Trust, Inc. was in céemgk with all REIT requirements.
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In addition, Capital Trust, Inc. includes in itxadle income, the income generated by investmentaii CT CDOs
Due to the redirection provisions of our CT CDOghich reallocate principal proceeds and intereserotise
distributable to us to repay senior noteholdersetsfinanced through our CT CDOs may generatescutaxabl
income without a corresponding cash distributionugd See Note 11 for further discussion of theskreetior
provisions.

As of December 31, 2010, Capital Trust, Inc. hat operating losses, or NOLs, and net capital lgssesNCLs
available to be carried forward and utilized inreat or future periods. These included NOLs of apjpnately $302.
million and NCLs of approximately $128.0 million &apital Trust, Inc., as well as NOLs of approxiehat$4.(
million at CTIMCO. As a result of our March 2011steicturing, Capital Trust, Inc. will recognize cafiation o
indebtedness income of approximately $180.5 milfamthe 2011 taxable year which will reduce thaikable NOLs
The utilization of NOLs will also require us to palfernative minimum taxes of approximately $2.0iom.

Deferred income taxes recorded on our consolidatdaihce sheets reflect the net tax effects of teampalifference
between the carrying amounts of assets and ligsilitsed for financial reporting purposes and theumts used in ti
computation of our current income tax obligations.

Note 16. Employee Benefit and Incentive Plans
Stock-Based Incentive Plans

We had stockeased incentive awards outstanding under threefib@tens as of June 30, 2011: (i) the Amended
Restated 1997 Non-Employee Director Stock Plari,98&7 Director Plan, (ii) the 2007 Loriggrm Incentive Plan,
2007 Plan, and (iii) the 2011 Lonigerm Incentive Plan, or 2011 Plan. The 1997 Dine&tan and the 2007 PI
expired in 2007 and June 2011, respectively andew awards may be issued under them. Under the PG,
maximum of 1 million shares of class A common stocky be issued. Shares canceled under previous plg
available to be reissued under the 2011 Plan. Aioé 30, 2011, there were 988,035 shares availabler the 201
Plan.

Under these plans, our employees are issued sbfioes restricted class A common stock. We recomhgdate fa
value of these shares as an expense over theiny¢sriod. A portion of these shares vest pro-cater a threereal
service period, with the remainder contingentlytivesafter a four-year period based on the retwadiave achieved.

As of June 30, 2011, unvested shhased compensation consisted of 244,424 sharesstifcted class A comm

stock with an unamortized value of $503,000. Suklewesting conditions and the continued employtnugrcertair
employees, these costs will be recognized as cosaien expense over the next three years.
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Activity under these three plans for the six morghded June 30, 2011 is summarized in the tabtabiel share ar
share equivalents:

1997 Employe: 1997 Directot

Benefit Type Plan Plan 2007 Plan 2011 Plan Total
Options
Beginning balanc 12,22 — — — 12,22«
Expired (12,224) — — — (12,224

Ending balanc — — — — —

Restricted Class A Common Stc®

Beginning balanc — — 32,78t — 32,78¢
Granted — — 300,00t — 300,00(
Vested — — (88,36.) — (88,367
Ending balanc — — 244,42: — 244.,42:
Stock Units®
Beginning balanc — 68,54« 416,85! — 485,39¢
Granted and deferred — — 21,40¢ 11,96¢ 33,37(
Ending balanc — 68,54+ 438,26( 11,96¢ 518,76¢
Total outstanding — 68,54+ 682,68 11,96¢ 763,19:

(2) Comprised of both performance based awards thatumn the attainment of certain common equity retihresholds and time baxs
awards that vest based upon an empl's continued employment on |-established vesting date

2) Stock units are granted to certain members of oardof directors in lieu of cash compensationsinvices and in lieu of dividends ear
on previously granted stock uni

A summary of the unvested restricted class A comstook as of and for the six months ended Jun@@D1 was ¢
follows:

Restricted Class A Common Stock

Shares Grant Date Fair Value
Unvested at January 1, 20 32,78¢ $5.67
Granted 300,00 2.2¢
Vested (88,36)) 2.62
Unvested at June 30, 2011 244 42: $2.65

A summary of the unvested restricted class A comstook as of and for the six months ended Jun@@00) was &
follows:

Restricted Class A Common Stocl

Shares Grant Date Fair Value
Unvested at January 1, 20 79,02! $7.9¢
Granted 16,87t 1.27
Vested (37,386 8.0¢
Unvested at June 30, 2010 58,51: $6.4¢

The total grant date fair value of restricted shdhat vested during the six months ended Jun2@®, and 2010 was
$231,000 and $127,000, respectively.

Incentive Management Fee Gral
In addition to the equity interests detailed abowve, may grant percentage interests in the incertorapensatic

received by us from certain of our investment managnt vehicles. As of June 30, 2011, we had gra4Bé6l of thi
CTOPI incentive compensation to our employees.

-49-




Index
Capital Trust, Inc. and Subsidiaries
Notes to Consolidated Financial Statements (contiraal)
(unaudited)

CT Legacy REIT Management Incentive Awards Plan

As described in Note 1, incentive awards have liemred to certain of our senior level employeestvigintitle ther
to 6.75% of the recovery (subject to certain cafg)ur legacy assets, net of CT Legacy REIl®bligations, when ai
if distributed to us as dividends.

Note 17. Fair Values

Assets and Liabilities Recorded at Fair Value

Certain of our assets and liabilities are measatddir value either (i) on a recurring basis, feach quarteend, o
(i) on a nonrecurring basis, as a result of impaint or other events. Generally, loans held-foe;sedal estate held-
for-sale, and interest rate swaps are measured agfai on a recurring basis, while impaired loand securities al
measured at fair value on a nonrecurring basiss@Htair values are determined using a variety guis an
methodologies, which are detailed below.

As discussed in Note 2, the “Fair Value Measurenasrtt DisclosuresTopic of the Codification establishes a
value hierarchy that prioritizes the inputs usedl@termining fair value under GAAP, which includégs followinc
classifications, in order of priority:

« Level 1 generally includes only unadjusted quotedes in active markets for identical assets drillides a:
of the reporting date

o Level 2 inputs are those which, other than Levéhduts, are observable for identical or similareas
liabilities.

« Level 3 inputs generally include anything which sio®t meet the criteria of Levels 1 and 2, paréidylany
unobservable input:

The following table summarizes our assets andliieds, including those of CT Legacy REIT and ownsolidate
securitization vehicles, which are recorded at¥alue as of June 30, 2011 (in thousands):

Fair Value Measurements Usinc

Quoted Prices Other Significant
Total in Active Observable  Unobservabile
Fair Value at Markets Inputs Inputs
June 30, 201 (Level 1) (Level 2) (Level 3)
Measured on a recurring bas
CT Legacy REIT's loans he-for-sale $32,10° $— $— $32,107
Securitization vehicles' real estate
hel«-for-sale $8,05¢ $— $— $8,05¢
CT Legacy REIT's interest rate
hedge liabilitie: ($8,28¢) $— ($8,28¢) $—
Securitization vehicles' interest rate
hedge liabilitie: ($26,849) $— ($26,849) $—
Measured on a nonrecurring ba:
CT Legacy REIT's impaired loar®
Senior mortgage $12,03! $— $— $12,03¢
Subordinate interests in mortgag 32,63¢ — — 32,63¢
Mezzanine loans — — — —
$44,67- $— $— $44,67:
Securitization vehicles' impaired loai®
Senior mortgage $61,90° $— $— $61,90°
Subordinate interests in mortgag 5,41¢ — — 5,41¢
Mezzanine loans 154,07¢ — — 154,07
$221,40: $— $— $221,40:

(1) Loans receivable against which we have recordedagion for loan losses as of June 30, 2(
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The following methods and assumptions were usezbtimate the fair value of each type of asset afility which
was recorded at fair value as of June 30, 2011:

Loans helefor-sale: Loans held-for-sale are valued based on expectezépds from a sale of the asset.
Real estate he-for-sale: Real estate held-for-sale is valued based on egggrbceeds from a sale of the asset.

Interest rate hedge liabilitiednterest rate hedges are valued using advice frtémréiparty derivative specialist, ba:
on a combination of observable marketsed inputs, such as interest rate curves, andsan@ble inputs such
credit valuation adjustments due to the risk of-performance by both us and our counterparties Ne¢es 10 and 1
for additional details on our interest rate hedges.

Impaired securitiesSecurities which are other-thaamporarily impaired are generally valued by a covation of (i’
obtaining assessments from thpdrty dealers and, (i) in cases where such assggsnare unavailable or, in -
opinion of management, deemed not to be indicatfviair value, discounting expected cash flows gsimternal cas
flow models and estimated market discount rateshéncase of internal models, expected cash fldweach securi
are based on managemesné’ssumptions regarding the collection of princgrad interest on the underlying loans
securities. The table above includes only secsritikich were impaired during the three months erdet 30, 2011
Previously impaired securities have been subselyuadjusted for amortization, and are therefordarger reporte
at fair value as of June 30, 2011 .

Impaired loans: The loans identified for impairment are collatede@pendant loans. Impairment on these loa
measured by comparing managememstimation of fair value of the underlying cadlatl to the book value of t
respective loan. These valuations require signifigadgments, which include assumptions regardiagitalizatior
rates, leasing, creditworthiness of major tenastsupancy rates, availability of financing, exiap) loan sponsorsh
actions of other lenders and other factors deensegssary by management. The table above inclutdésirec
loans, regardless of the period in which impairmeas recognized.

Additional details of CT Legacy REIT's loans whialere recorded at fair value as of June 30, 2&Eldescribe
below:

Senior mortgage loan©ne of CT Legacy REITF senior mortgage loans with a principal balancg2&.1 millior
was reported at fair value as of June 30, 20This hotel loan has a maturity of September 28d a coupon
2.0% per annum as of June 30, 2011 .

Subordinate interests in mortgagdsour of CT Legacy REIE subordinate interests in mortgage loans wit
aggregate principal balance of $111.6 million agorted at fair value as of June 30, 201icluding two hote
loans ($43.4 million), one office loan ($27.0 nali), and one condominium loan ($41.1 million). Tédsan:
have a weighted average maturity of December 20tRaaweighted average coupon of 2.7% per annunf
June 30, 2011 .

Mezzanine loansTwo of CT Legacy REITS mezzanine loans with an aggregate principal balaf $160.
million are reported at fair value as of June 3W P, including one hotel loan ($152.3 million) and mféce loar
($8.0 million). These loans have a weighted averagéurity of April 2012 and a weighted average aoup!
3.7% per annum as of June 30, 2011 .

Additional details of our consolidated securitinativehicles’ loans which were recorded at fair eaas ofJune 3(
2011 are described below:

Senior mortgage loanstwo of our consolidated securitization vehicleshior mortgage loans with an aggre
principal balance of $133.2 million are reportedfat value as of June 30, 201Wwhich are both classified
mixed-use/other loan. The loans have a weighted averaderity of July 2012 and a weighted average cougf
2.7% per annum as of June 30, 2011 .

Subordinate interests in mortgagesight of our consolidated securitization vehiclestbordinate interests
mortgage loans with an aggregate principal balafc$108.7 million are reported at fair value asJohe 3(
2011, including three hotel loans ($60.9 million), twdfice loans ($27.7million), one multifamily loar$g.c
million), one retail loan ($4.5 million) and onead-use/other loan ($10.2 million). The loans have dghiec
average maturity of October 2011 and a weightedaayecoupon of 3.4% per annum as of June 30, 2011 .

Mezzanine loansThree of our consolidated securitization vehicle&zzanine loans with an aggregate prin
balance of $209.2 million are reported at fair eahis of June 30, 2011, including two hotel loari88$ million’
and one retail loan ($20.7 million). The loans hawgeighted average maturity of September 201 laandighte:



average coupon of 2.1% per annum as of June 3@,.201
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Index

The following table reconciles the beginning andieg balances of assets measured at fair valuerenusring bas

using Level 3 inputs (in thousands):

Loans Real Estate

Held-for-Sale Held-for-Sale

December 31, 201 $5,75( $8,05¢
Transfer from loans receivable (r-VIES) 32,33!
Satisfaction: (5,750

Adjustments to fair value included in earnin

Valuation allowance on loans h-for-sale (%224

June 30, 2011 $32,10° $8,05¢

Fair Value of Financial Instruments

In addition to the above disclosures for assets lmfulities which are recorded at fair value, GAAIsS0 require
disclosure of fair value information about finaridiestruments, whether or not recognized in théestent of financit
position, for which it is practicable to estimakat value. In cases where quoted market prices@iravailable, fa
values are estimated using present value or otileation techniques. Those techniques are significaffected b
the assumptions used, including the estimated rhdikeount rate and the estimated future cash flémvthat regarc
the derived fair value estimates cannot be subatadtby comparison to independent markets andpany case
could not be realized in an immediate settlemerthefinstrument. Rather, these fair values refiieetamounts th
management believes are realizable in an ordeslystiction among willing parties. These discloseguirement
exclude certain financial instruments and all nimadficial instruments.

The following table details the carrying amounggamount, and approximate fair value of the fingriostrument

described above:

Fair Value of Financial Instruments

(in thousands) June 30, 201! December 31, 201
Carrying Face Fair Carrying Face Fair
Amount Amount Value Amount Amount Value
Financial asset:
Cash and cash equivalel $28,43( $28,43( $28,43( $24,44¢ $24,44¢ $24,44¢
Securities hel-to-maturity — — — 3,45¢ 36,01t 5,51¢
Loans receivable, ni 28,66( 28,66( 24,36: 606,31t 979,05 499,17t
CT Legacy REIT
Restricted cas 10,22¢ 10,22¢ 10,22¢ — — —
Securities hel-to-maturity 3,66¢ 35,73( 3,80z — — —
Loans receivable, n 247,19( 499,06¢ 215,75( — — —
Securitization Vehicle
Securities hel-to-maturity 467,42( 561,26: 448,86 504,32: 594,43: 475,27
Loans receivable, ni 1,504,99 1,740,72! 1,344,94 2,891,37! 3,147,75! 2,548,71!
Financial liabilities:
Repurchase obligatiot — — — 372,58:. 372,68( 372,68(
Senior credit facility — — — 98,12« 98,12« 14,71¢
Junior subordinated not — — — 132,19( 143,75: 2,87¢
Secured note 7,52¢ 7,52¢ 7,52¢ — — —
Participations soli 28,66( 28,66( 24,36 259,30: 259,30 81,58¢
CT Legacy REIT
Repurchase obligatiot 119,34: 119,34: 119,34: — — —
Mezzanine loal 51,63 63,00( 63,00( — — —
Participations soli 97,46¢ 97,46¢ — — — —
Securitization Vehicle
Securitized debt obligatio  2,129,57. 2,129,57. 1,564,88: 3,621,22 3,620,441 2,717,78
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The following methods and assumptions were usegktionate the fair value of each class of finaniriatruments
excluding those described above that are carriémiratalue, for which it is practicable to estirmdhat value:

Cash and cash equivalenfEhe carrying amount of cash on deposit and in manasgket funds is considered to k
reasonable estimate of fair value.

Securities held-to-maturityThese investments, other than securities that baea other-thatemporarily impairec
are recorded on a held-toaturity basis and not at fair value. The fair ealpresented above have been estimate:
combination of (i) obtaining assessments from thpadty dealers and, (ii) in cases where such assgds ar
unavailable or, in the opinion of management, dekma to be indicative of fair value, discountingpected cas
flows using internal cash flow models and estimatestket discount rates. The expected cash flonesaoh securit
are based on managemesné’ssumptions regarding the collection of princgrad interest on the underlying loans
securities.

Loans receivable, neOther than impaired loans, these assets are ratatdbeir amortized cost and not at fair ve
The fair values presented above were estimated bypagement taking into consideration factors inclg
capitalization rates, leasing, occupancy rates)abiity and cost of financing, exit plan, sponsbip, actions of oth
lenders and indications of market value from otharket participants.

Restricted castThe carrying amount of restricted is consideredd@ reasonable estimate of fair value.

Secured notesthese notes are recorded at their total face baland not at fair value. The face amount is comsa
to be a reasonable estimate of fair value as the®ss were issued on March 31, 2011.

Participations sold These liabilities are recorded at their amortizest @and not at fair value. The fair values presd
above are consistent with those presented foretlaged loan assets.

Repurchase obligationThese facilities are recorded at their total fagkamhce and not at fair value. The face am
is considered to be a reasonable estimate of ftilevas these facilities were restructured on Ma&dgH011.

Mezzanine loanThis instrument is recorded at its amortized cost @ot at fair value. The face amount is consic
to be a reasonable estimate of fair value as dhis Wwas originated on March 31, 2011.

Securitized debt obligationThese obligations are recorded at the face valwaitstanding obligations to third par
and not at fair value.The fair values presented above have been estirbgtetitaining assessments from third p
dealers.

Note 18. Supplemental Disclosures for Consolidatestatements of Cash Flows

As described in Note 2, our financial statementduitle eleven consolidated securitization vehicld® consolidatio
of these entities has materially impacted our staté of cash flows, primarily the amounts reporésdprincipe
collections of loans and repayments of securitidett obligations. Notwithstanding the gross prest@m on ou
consolidated statement of cash flows, the consididaf these entities has no impact on our net dasv.

Interest paid on our outstanding debt obligationsnd) the six months ended June 30, 2011 and 2049 $63.
million and $52.5 million, respectively. The difearce between interest expense on our consolidadéeiment ¢
operations and interest paid is primarily due to-nash interest expense recorded on loan participagold, as we
as amortization of discounts on our debt obligation

Net taxes paid by us during the six months endee B0, 2011 were $410,000 and taxes recovered fyr ke si;
months ended June 30, 2010 were $132,000.

Note 19. Transactions with Related Parties

We earn base management and incentive fees inamarcity as investment manager for multiple vehiglbgch we
have sponsored. Due to the nature of our relatipngtih these vehicles, all management fees arsidered revent
from related parties under GAAP.

On November 9, 2006, we commenced our CT High GiddezanineSM investment management initiative
entered into three separate account agreementsaffitiates of W. R. Berkley Corporation, or WRB@ijth ar
aggregate commitment of $414 million. Pursuanhisé agreements, we invested capital, on a disceeti basis, ¢
behalf of WRBC in commercial real estate mortgageszzanine loans and participations therein. Thzarse
accounts are entirely funded with committed capitdm WRBC and are managed by a subsidian



CTIMCO. CTIMCO earns a management fee equal to%.@6r annum on invested assets.
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WRBC beneficially owned common stock representipgraximately 16.9% of our outstanding common staok
stock units as of July 29, 2011, and a member ofbmard of directors is an employee of WRBC. Initdd, &
wholly-owned subsidiary of WRBC is an investor in Five éMdnd certain private funds under its managemes
discussed in Notes 1 and 10, Five Mile providedb88.0 million mezzanine loan to CT Legacy REIT onnectiol
with our March 2011 restructuring.

In July 2008, CTOPI, a private equity fund thatmvanage, held its final closing completing its calpitise with $54
million total equity commitments. EQ@¥rivate Equity Il, L.L.C., an affiliate under commaontrol of the chairman
our board of directors, owns a 3.7% limited parinégrest in CTOPI. During the six months endedeJs, 2011, w
recorded $1.4 million of fees from CTOPI, $56,00@vbich were attributable to EGI Private EquitylLL]..C.

CTOPI has purchased $75.5 million face value of @lir CDO notes in the open market for $40.4 millidines:
purchases were from third parties, and were natlsplus.

Note 20. Segment Reporting

We operate in two reportable segments. We havatamal information system that produces perforraaamud ass
data for our two segments along service lines.

The Balance Sheet Investment segment includesangotidated portfolio of interest earning assets te financin
thereof. The Investment Management segment incltliiesnvestment management activities of our whollynec
investment management subsidiary, CT Investmentagament Co., LLC, o€TIMCO, and its subsidiaries, as v
as our canvestments in investment management vehicles. ©Ms a taxable REIT subsidiary and serves a
investment manager of Capital Trust, Inc., all af @mvestment management vehicles and CT CDOs,sangks &
senior servicer and special servicer for certaiawfinvestments and for third parties.
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The following table details each segment's contidlouto our operating results and the identifiededs attributable
each such segment for the six months ended, aof] &sne 30, 2011 (in thousands):

Balance Shee Investment Inter-Segmen

Investment  Managemen Activities Total
Income from loans and other investmel
Interest and related incon $69,54! $— $— $69,54¢
Less: Interest and related expenses 58,54 — — 58,54
Income from loans and other investments 11,00: — — 11,00:
Other revenues
Management fees from affiliat — 3,80( (62€) 3,17¢
Servicing fees — 1,181 (439) 74¢
Total other revenue — 4,981 (1,059 3,922
Other expense:
General and administrati\ 3,42¢ 12,12¢ (62€) 14,92¢
Servicing fee expense 43: — (439) —
Total other expense 3,861 12,12¢ (1,059 14,92¢
Total other-than-temporary impairments of
securities (4,939 — — (4,939
Portion of other-thatemporary impairments
securities recognized in other comprehen
income (3,277 — — (3,277)
Net impairments recognized in earnir (8,209 — — (8,20¢)
Recovery of provision for loan loss 17,24¢ — — 17,24¢
Valuation allowance on loans h-for-sale (229 — — (229
Gain on extinguishment of de 250,97¢ — — 250,97¢
Income from equity investments — 1,79i — 1,79
Income (loss) before income tax 266,93¢ (5,349 — 261,59(
Income tax provision (benefit) 2,332 (882) — 1,45(
Net income (loss $264,60! ($4,46€) $— $260,14(
Less: Net loss attributable to noncontrolling
interests — — — (7,400
Net income (loss) attributable to
Capital Trust, Inc. $264,60I ($4,46¢6 $— $252,74(
Total assets $2,360,19 $9,21¢ ($4,01)  $2,365,40

All revenues were generated from external sourc#isirwthe United States. The Investment Managensegimer
earned fees of $626,000 for management of the Bal@heet Investment segment and $433,000 for seB¢
collateral manager of the four CT CDOs consolidateder our Balance Sheet Investment segment.
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The following table details each segment's contidlouto our operating results and the identifiededs attributable
each such segment for the six months ended, aof] &sne 30, 2010 (in thousands):

Income from loans and other investmel
Interest and related incon
Less: Interest and related expenses

Income from loans and other investments

Other revenues
Management fees from affiliat
Servicing fees
Total other revenue

Other expense:
General and administrati\
Servicing fee expense

Total other expense

Total other-than-temporary impairments of
securities

Portion of other-thatemporary impairments
securities recognized in other comprehen
income

Net impairments recognized in earnir

Provision for loan losse
Gain on extinguishment of de
Income from equity investments

(Loss) income before income tax
Income tax provision

Net (loss) incomi

Total assets

Balance Shee Investment Inter-Segmen
Investment  Managemen Activities Total

$79,50: $1 $— $79,50:
62,90¢ — — 62,90¢
16,59° 1 — 16,59¢

— 4,38t (445 3,94(

— 3,28¢ (54¢) 2,731

— 7,67( (993 6,677

3,36t 6,331 (44%) 9,251

54¢ — (54¢) —

3,918 6,331 (999 9,251
(39,839 — — (39,839
18,01¢ — — 18,01¢
(21,820 — — (21,820
(54,22Y) — — (54,22
462 — = 462

— 1,302 — 1,302
(62,900 2,64: — (60,25%)

14 27¢ — 29:
($62,91)) $2,36: $— ($60,557)

$4,491,25 $13,83( ($2,20¢) _ $4,502,88

All revenues were generated from external sourc#isirwthe United States. The Investment Managensegimer
earned fees of $445,000 for management of the Bal&8heet Investment segment and $548,000 for spi¢

collateral manager of the four CT CDOs consolidateder our Balance Sheet Investment segment.
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The following table details each segment's contidlouto our operating results and the identifiededs attributable
each such segment for the three months ended saofd dune 30, 2011 (in thousands):

Balance Shee Investment

Inter -Segmen

Investment  Managemen Activities Total
Income from loans and other investmel
Interest and related incon $32,55: $— $— $32,55¢
Less: Interest and related expenses 32,29¢ — — 32,29¢
Income from loans and other investments 25¢ — — 25¢
Other revenue:
Management fees from affiliat — 1,78¢ (197) 1,59¢
Servicing fees — 64¢ (211) 43¢
Total other revenue — 2,43t (402) 2,03:
Other expense:
General and administrati\ 1,49¢ 3,34¢ (197) 4,64¢
Servicing fee expense 211 — (211) —
Total other expense 1,70% 3,34¢ (402) 4,64¢
Recovery of provision for loan loss 8,08¢ — — 8,08¢
Valuation allowance on loans h-for-sale (229 — — (229)
Gain on extinguishment of de 937 — — 937
Income from equity investments — 842 — 842
Income (loss) before income tax 7,352 (67) — 7,28t
Income tax provision (benefit) 2,00( (939) — 1,061
Net income $5,35: $87:2 $— $6,22¢
Less: Net loss attributable to noncontrolling
interest: (8,069 — — (8,069
Net (loss) income attributable to
Capital Trust, Inc. ($2,717) $87: $— ($1,84%)
Total assets $2,360,19 $9,21¢ ($4,01)  $2,365,40

All revenues were generated from external sourcéisirwthe United States. The Investment Managensegimer
earned fees of $191,000 for management of the Bal&8heet Investment segment and $211,000 for spi¢

collateral manager of the four CT CDOs consolidateder our Balance Sheet Investment segment.
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The following table details each segment's contidlouto our operating results and the identifiededs attributable
each such segment for the three months ended saofd dune 30, 2010 (in thousands):

Income from loans and other investmel
Interest and related incon
Less: Interest and related expenses
Income from loans and other investments

Other revenues
Management fees from affiliat
Servicing fees
Total other revenue

Other expense:
General and administrati\
Servicing fee expense

Total other expense

Total other-than-temporary impairments of
securities

Portion of other-thatemporary impairments
securities recognized in other comprehen
income

Net impairments recognized in earnir

Provision for loan losse
Gain on extinguishment of de
Income from equity investments
Income before income tax
Income tax provision
Net income

Total assets

Balance Shee Investment Inter-Segmen
Investment  Managemen Activities Total

$39,52: $1 $— $39,52¢
31,65 — — 31,65

7,871 1 — 7,872

— 88t 39 924

— 1,52¢ (309) 1,22¢

— 2,414 (2649) 2,15(

1,50¢ 2,96: 39 4,50¢

302 — (309) —

1,811 2,96: (2649) 4,50¢
(3,84¢ — — (3,84¢)

1,852 — — 1,852
(1,996 — — (1,996
(2,010 — — (2,010

462 — — 462

— 93z — 93z

2,517 38t — 2,90z

$2,517 $38¢E $— $2,90z
$4,491,25 $13,38( ($2,20¢) _ $4,502,88

All revenues were generated from external sourc#isirwthe United States. The Investment Managensegimer
earned fees of $39,000 for management of the Bal&@teet Investment segment and $303,000 for semas

collateral manager of the four CT CDOs consolidateder our Balance Sheet Investment segment.
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ITEM 2. Management's Discussion and Analysis of Rancial Condition and Results of Operations

References herein to “we,
requires otherwise.

us” or “ouréfer to Capital Trust, Inc. and its subsidiarie¢ess the context specifica

The following discussion should be read in conjimcttwith the consolidated financial statements antks theret
appearing elsewhere in this quarterly report omF20-Q. Historical results set forth are not necessanitiicative o
our future financial position and results of oprnag.

Introduction

We are a fully integrated, salfianaged, real estate finance and investment mamagesompany that specializes
credit sensitive financial products. To date, awestment programs have focused on loans and sesuracked &
commercial real estate assets. We invest for our aveount directly on our balance sheet and fod {harties throuc
a series of investment management vehicles. Ounéss model is designed to produce a mix of nerést margi
from our balance sheet investments, and fee incante coinvestment income from our investment manage
vehicles. In managing our operations, we focus girating investments, managing our portfolios aagbitalizing
our businesses. From the inception of our finanggress in 1997 through June 30, 2011, we have letecpove
$11.8 billion of investments in the commercial restate debt arena. We conduct our operations reslaestat
investment trust, or REIT, for federal income taxgmses. We are traded on the New York Stock Exgidaor NYSE
under the symbol “CT", and are headquartered in Nevk City.

Critical Accounting Policies

Our discussion and analysis of our financial caaditind results of operations is based upon ousal@ated financi:
statements, which have been prepared in accordeitit@ccounting principles generally accepted i thited State
of America, or GAAP. The preparation of these fitiahstatements requires our management to makeates an
assumptions with regard to the reported amountssséts, liabilities, revenue and expenses, antédetisclosure ¢
contingent assets and liabilities. Actual resutigld differ from these estimates. There have beematerial chang
to our Critical Accounting Policies described i @mnual report on Form 1Riled with the Securities and Exchar
Commission on March 31, 2011.

March 2011 Restructuring

On March 31, 2011, we restructured, amended, anguxished all of our outstanding recourse debtgabions, whic
we refer to as our March 2011 restructuring. Ourdie?011 restructuring involved: (i) the contritmutiof certain ¢
our legacy assets to a newly formed subsidiaryl €Jacy REIT Mezz Borrower, Inc., or CT Legacy RE(il) the
assumption of our legacy repurchase obligation€byegacy REIT, and (iii) the extinguishment of tleenainder ¢
our recourse obligations, our senior credit facidihd junior subordinated notes. The restructuwag financed with
new $83.0 million mezzanine loan obtained by CTd®gREIT from an affiliate of Five Mile Capital Raers LLC
or Five Mile, and the issuance of equity interaatthe common stock of CT Legacy REIT to our fornpemior
subordinated noteholders and former lenders unglesenior credit facility, as well as to an affigeof Five Mile.

Capital Trust, Inc.

Following the completion of our March 2011 restugtg, we no longer have any recourse debt obbgatiand reta
unencumbered ownership of 100% of (i) our investnmeanagement platform, CT Investment ManagementlQ@,
(i) our codnvestment in CT Opportunity Partners |, LP, (@ir residual ownership interests in CT CDOs lahd IV,
and (iv) our taxbasis net operating losses. Furthermore, we had2%a equity interest in the common stock of
Legacy REIT. Our economic interest in CT Legacy R, however, subject to (i) the secured notesichvtare
collateralized by certain of our retained equitieests in the common stock of CT Legacy REIT,iigentive awarc
that provide for the participation in amounts edrifiem our retained equity interests in the commnstotk of C7
Legacy REIT, and (iii) the subordinate common sto€lCT Legacy REIT owned by our former junior sutioate
noteholders, all of which are further describedllote 1 to our consolidated financial statements.

In addition to our interest in the common stockCdf Legacy REIT, we also own 100% of its class Afgmed stock
The class A preferred stock initially entitles ascumulative preferred dividends of $7.5 millionr @gnum, whic
dividends will be reduced in 2013 as the CT LedREYT portfolio assets repay or are sold.

CT Legacy REIT

In connection with the restructuring, we transfdrseibstantially all of our directly held interesireing assets to (
Legacy REIT. The transferred assets included:li(dfehe loans and securities which serve as teld for the legac
repurchase obligations, except for certain subatdimterests in CT CDOs | and I, (ii) our suboate interests in C
CDO lll, and (iii) 100% of our previously unencurmbéd loans and securities, which we collectivelyergb as ot
Legacy Assets.

CT Legacy REIT, which is expected to be taxed &E4T commencing in 2011, is owned 52% by us, 24%at
affiliate of Five Mile, and 24% by the former lemdainder our senior credit facility. In additiohetformer holders



our junior subordinated notes received class B comstock, a subordinate class of common stock ofLEJac
REIT, which is described in Note 1 to our consdkdgfinancial statements. Capital Trust, Inc. wiknage CT Lega
REIT and the Legacy Assets as a liquidating padfol
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During the second quarter of 2011, the CT LegacyTRiortfolio received repayments of $207.0 milliangluding
full loan satisfactions of $191.2 million and pattirepayments of $15.8 million, which repaymentpresente
approximately 41.5% of the net book value of thel@facy REIT portfolio as of March 31, 2011.

Principles of Consolidation and Balance Sheet Presttion

The accompanying financial statements include, aorasolidated basis, our accounts, the accountsuofvholly-
owned subsidiaries, and variable interest entitesVIEs, in which we are the primary beneficiaprepared i
accordance with GAAP. All significant intercompagiances and transactions have been eliminateahgotidation.

Our consolidated balance sheets separately pre§grdur direct assets and liabilities, (i) theralit assets a
liabilities of CT Legacy REIT, and (iii) the assetsd liabilities of consolidated securitization igs, some of whic
are subsidiaries of CT Legacy REIT. Assets of alhsolidated VIEs can generally only be used tosBatihe
obligations of those VIEs, and the liabilities ainsolidated VIEs are nomecourse to us. Similarly, the followi
discussion separately describes (i) our directtasmed liabilities, (ii) the direct assets and iliibs of CT Legac
REIT, and (iii) the assets and liabilities of coldated securitization vehicles, some of which suwésidiaries of C
Legacy REIT.

Discussion of Operations

We include below in our discussion of operatiorsafl overview of the operations of our parent pany, Capit¢
Trust, Inc., including its whollypwned investment management subsidiary, (ii) audision of the consolidated bala
sheet and operating results of Capital Trust, pmepared in accordance with GAAP, (iii) a discussid the adjuste
balance sheet and operating results of Capitalt,Thes., and (iv) a discussion of CT Legacy REIT am adjuste:
deconsolidated basis.

We believe that our adjusted balance sheet andatipgrresults provide meaningful information to siler, ir
addition to our consolidated balance sheet an@rettt of operations prepared in accordance with BABhes
adjusted measures help us to evaluate our finapogition and performance without the effects ofaia transactior
and GAAP adjustments that are not necessarily atidie of our current investment portfolio, operas
capitalization, or shareholders’ equity.

See section Il below for a presentation and disicursof our adjusted balance sheet and operatsgtse

I. Capital Trust, | n c.

Subsequent to our March 2011 restructuring, ouiniess has focused on managing (i) the operationsioinvestmer
management and special servicing platform, andtii#) recovery form the legacy investments within Cdgacy
REIT's portfolio. Our investment management businessopsrated through our subsidiary, CT Investr
Management Co., LLC, or CTIMCO, and includes: (amagement of our public company parent, CapitasfTinc
pursuant to which CTIMCO earns $3.5 million per amn offset by fees earned from related CDO col
management and special servicing assignmentscdliateral management of the four CT CDOs which hesre
sponsored; (iii) special servicing of investmenithim both our public company and private equitytfmlios as wel
for third parties; and (iv) our private equity mgeanent mandates, which are described below.
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Investment Management Overview

We act as an investment manager for third partiésaa special servicer for certain of our loan strents, as well .
for third-parties. The table below details investment managérand special servicing fee revenue generateout
wholly-owned, taxable, investment management subsidiafyin€estment Management Co., LLC, or CTIMCO,
the six months ended June 30, 2011 and 2010:

Investment Management Revenue

(in thousands) June 30, 201! June 30, 201(
Fees generated ¢
Public company manag® $62¢€ $44¢
Private equity manag: 3,17¢ 3,94(
CDO collateral manage 41z 48E
Special servicer 77C 2,80(
Total fees $4,98: $7,67(
Eliminations(® (1,060 (999
Total fees, net $3,92: $6,67°

(1) Public company management fees are offset by dpsarieicing and CDO collateral managen
fees generated by our balance sheet portfolio. S5pablic company management fees were
million for the six months ended June 30, 2011 2840, offset by an aggregate $1.1 million
$1.3 million of such fees, respective

(2) Fees received by CTIMCO from Capital Trust, Ing.other consolidated subsidiaries, have |
eliminated in consolidatior

We have developed our investment management bssinesrder to create operating leverage within jlatform
generating fee revenue from investing third pagpital and, in certain instances, earningro@stment income. O
active investment management mandates are destrébed:

CT Opportunity Partners I, LP, or CTOPI, is curhgimvesting capital. The fund held its final clogiin July
2008 with $540 million in total equity commitmeritem 28 institutional and individual investors. @amtly,
$313 million of committed equity remains undrawne Wave a $25 million commitment to invest in thed
($11 million currently funded, $14 million unfundeand entities controlled by the chairman of ouartoo
directors have committed to invest $20 million.Miay 2010, the fund investment period was extende
December 13, 2011. The fund targets opportunistiestments in commercial real estate, specifidaiiih
yield debt, equity and hybrid instruments, as waslino-performing and sulperforming loans and securiti
We earn base management fees of 1.3% per annumvexted capital, as well as net incentive managt
fees of 17.7% of profits after a 9% preferred netand a 100% return of capit

CT High Grade Partners Il, LLC, or CT High Gradgei#l no longer investing capital (its investmentiqd
expired in May 2011). The fund closed in June 2068 $667 million of commitments from two institotia
investors. The fund targeted senior debt oppoiiesih the commercial real estate sector and dicknploy
leverage. We earn a base management fee of 0.40&kapem on invested capiti

CT High Grade Mezzaning, or CT High Grade, is no longer formally investiogpital (its investme
period officially expired in July 2008). The fundosed in November 2006, with a single, related y
institutional investor committing $250 million, wdhi was subsequently increased to $350 million iy
2007, and to $414 million in May 2011. This separatcount targeted lower LTV subordinate
investments without leverage. We earn managementde0.25% per annum on invested cap

CT Large Loan 2006, Inc., or CT Large Loan, is anger investing capital (its investment period exgiir
May 2008). The fund closed in May 2006 with totajugdy commitments of $325 million from eic
institutional investors. We earn management fee8.85% per annum of fund assets (capped at 1.5
invested equity)
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The table below provides additional informationaeting the three private equity funds and one sgpaccount w
managed as of June 30, 2011.

Investment Management Mandates, as of June 30, 20

(in millions)
Base Incentive
Total Total Capital Co- Management Managemen
Type Investments Commitments Investment % Fee Fee
Investing:
CTOPI Fund $255 $540 4.63%@) 1.28% (Assets 3)
Liguidating:
CT High Grade |  Fund 550 667 — 0.40% (Assets N/A
CT High Grade  Sep. Acc 287 350 — 0.25% (Assets N/A
CT Large Loar Fund 174 325 —@  0.75% (Assets®) N/A

(1) Represents total investments, on a cash basi$ pesioc-end.

(2)  We have committed to invest $25.0 million in CTQ

3) CTIMCO earns net incentive management fees of 1f7ptofits after a 9% preferred return on capaadl a 100% return of capital, sub
to a catc-up. We have allocated 45% of the CTOPI incentiveagament fees to our employees as-term performance awarc

4) We have c-invested on a pari passu, asset by asset basi€wittarge Loan

(5) Capped at 1.5% of equit

Originations

We have historically allocated investment oppotiesi between our balance sheet and investment reare
vehicles based upon our assessment of risk andnretofiles, the availability and cost of capitahd applicabl
regulatory restrictions associated with each oppatt. Currently, we are originating investmentslyofor out
investment management business, which are sumrdanzbe table below for the six months ended Bhe2011 an
for the year ended December 31, 2010.

Originations (1)

(% in millions) Six months endec Year ended
June 30, 2011 December 31, 2010
# % # %

Investment management 7 | $19 20 / $30¢

(1) Includes total commitments, both funded and unfdndet of any related purchase discou

Asset Management

We actively manage the CT Legacy REIT portfolio dnel assets held by our investment managementleshigtt
our inhouse team of asset managers. While these investraen primarily in the form of debt, we are aggies ir
exercising the rights afforded to us as a lendées€ rights may include collateral level budgetrapgls, leas
approvals, loan covenant enforcement, escrow/reseranagement/collection, collateral release appsomad othe
rights that we may negotiate. In light of the recdeterioration in property level performance, pdyp valuation, an
the real estate capital markets, a significant remd$ our loans are either n@erforming and/or on our watch li
This requires intensive efforts on the part of @sset management team to maximize the recoveryhax
investments.

We actively manage our various securities portfolising a combination of quantitative tools ancipeoperty leve
analysis to monitor the performance of the seagitind their collateral against original expectegtidSecurities a
analyzed to monitor underlying loan delinquenctesnsfers to special servicing, and changes tsdneicers watcl
list population. Realized losses on underlying kame tracked and compared to original loss expenta On .
periodic basis, individual loans of concern are aksunderwritten.

Investment in CT Legacy REIT

Following the completion of our March 2011 restrrgtig, we retained a 52% equity interest in the oam stock ¢
CT Legacy REIT. The outstanding common stock ofl@§acy REIT is comprised of 4.4 million shares laiss A4
common stock, 5.6 million shares of clas® AZsommon stock, and 1.5 million shares of clasoBimon stock. Tt
class B common stock is a subordinate class thlesrits holders to receive approximately 25%haf dividends thi
would otherwise be payable to the clasd Aemmon stock, after aggregate cash distributair850.0 million hav
been paid to all other classes of common stock.
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The following table details the allocation of CTdaey REITS adjusted equity by class of common stock, andtél
Trust Inc’s aggregate investment in the common stock of Gatg REIT on an adjusted basis as of June 30,
The adjusted equity balance is used to evaluatenwestment in CT Legacy REIT because it excludemfGAAF
equity the securitization vehicles consolidatedCat Legacy REIT, and other items which are not iatii@ of ou
economic interests in recovery of our legacy ptigfdSee section Il below for a presentation afgtuassion of C
Legacy REIT’s adjusted balance sheet and operatsgts.

Capital Trust, Inc.'s Investment in CT Legacy REIT as of June 30, 201
(in thousands

CT Legacy REIT total adjusted ass®) $326,18I
CT Legacy REIT total adjusted liabiliti(® (180,64)
Total CT Legacy REIT adjusted equ® $145,53:
CT Legacy REIT equity

Allocable to Class -1 share: $53,45(

Allocable to Class -2 share: 81,59(

Allocable to Class B shari 10,49¢

$145,53

Capital Trust, Inc. ownership by cla:

Class /1 10(%

Class £-2 14%

Class B 8%
Capital Trust, Inc. equity allocatio

Class /-1 53,45(

Class £-2 11,27¢

Class B 85C
Total investment in CT Legacy REIT $65,57¢

(1) See section lll below for a presentation and disiamsof CT Legacy REI® adjusted balan
sheet.

As discussed above, our $65.6 million interesth@ common stock of CT Legacy REIT is subject talg secure
notes, which are collateralized by certain of oguity interests in the common stock of CT LegacyiREnd (ii)
incentive awards that provide for the participatioramounts earned from our retained equity intsresthe commc
stock of CT Legacy REIT. We also own 100% of theessl A preferred stock of CT Legacy REIT, which stweent i
not represented on our balance sheet.
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The following table details our interest in CT Legd&EIT’s adjusted equity, net of the secured notes ancdgesmer
incentive awards as of June 30, 2011:

Capital Trust, Inc.'s Net Investment in CT Legacy REIT as of June 30, 201
(in thousands

Gross investment in CT Legacy REW $65,57¢
Secured notes, including prepayment prem() (11,05
Management incentive awards plan, fully ves® (9,389
Investment in CT Legacy REIT, net $45,13:

(1) Gross investmentin CT Legacy REIT is calculatecoradjusted basis as detailed in the prec:
table. See section Ill below for a presentation distussion of CT Legacy REI3 adjuste
balance shee

(2) Includes the full potential prepayment premium ecwed notes, as described below. We «
this liability at its amortized basis of $7.5 nolti on our balance sheet as of June 30, 2011
remaining interest and prepayment premium will @&ognized, as applicable, over the term o
secured notes as a component of interest exp

(3) Assumes full payment of the management incentivardsvplan, as described below, based o
hypothetical GAAP liquidation value of CT Legacy REas of June 30, 2011. We periodic:
accrue a payable for the management incentive angech based on the vesting schedule fo
awards and continued employment of the award rexipi As of June 30, 2011, our balance ¢
includes $3.0 million in accounts payable and aedrexpenses for the management ince
awards plan

Secured Notes

In conjunction with our March 2011 restructuringdaihe corresponding satisfaction of our senior itriegtility anc
junior subordinated notes, a whc-owned subsidiary issued secured notes to our focneglitors, which secured no
are nonrecourse to us. The secured notes had an aggneg#eface balance of $7.8 million and are seculy
93.5% of our equity interests in the class A-1 atabs A2 common stock of CT Legacy REIT, which repres
48.3% of the total outstanding class A-1 and chass common stock of CT Legacy REIT. The secured notatire
on March 31, 2016 and bear interest at a rate 2% &er annum, which interest may be deferred mmditurity. All
dividends we receive from our equity intereststie tommon stock of CT Legacy REIT which serve diatsra
under the secured notes must be used to pay, payréterest and principal due thereunder. Anypayenent, ¢
partial prepayment, of the secured notes will inegrepayment premium resulting in a total paynoémgrincipal ani
interest under the secured notes of $11.1 million.

During the second quarter of 2011, we purchase8,800 of the secured notes at par.
Management Incentive Awards PI

Upon completion of our March 2011 restructuring, granted senior level employees incentive awarsigeid unde
our long term incentive plan that participate incamts earned from our retained equity interest ThL&gacy REIT
The awards provide payments to certain senior lerglloyees equal to 6.75% of the total recoverbjéui to certai
caps) of our legacy assets, net of CT Legacy REdblgjations, when and if distributed to us as divids.

Class A Preferred Stock

In addition to our interest in the common stockCdf Legacy REIT, we also own 100% of its class Afgmed stock
which investment does not appear on our balancetsiibe class A preferred stock initially entitlesto cumulativ
preferred dividends of $7.5 million per annum, whidividends will be reduced in 2013 as the CT LggRE&EIT
portfolio assets repay or are sold.

Taxes

Capital Trust, Inc. has made a tax election torbetéd as a REIT, and therefore generally is nbjfest to federa
state, and local income taxes except for the ojp@sbf our taxable REIT subsidiary, CTIMCO. Théngary benefi
from this election is that we are able to dedueid#inds paid to our shareholders from the calauhatf taxabl
income, effectively eliminating corporate taxes the operations of the REIT. In order to qualify @aRREIT, ou
activities must focus on real estate investmentswe@ must meet certain asset, income, ownershipdatdbutior
requirements. These qualifications have become miffieult in light of the transfer of our legacyoptfolio to CT
Legacy REIT in conjunction with our March 2011 resturing, and the lack of new, replacement investhactivity
If we fail to maintain our qualification as a REIWe may be subject to material penalties and piaignsubject t¢
past and future taxes. As of June 30, 2011 andrbieee31, 2010, we were in compliance with all REggjuirements
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We have net operating losses, or NOLs, and netatdpsses, or NCLs, available to be carried foohand utilized i
current or future periods. As of December 31, 2Qh6se included NOLs of approximately $302.0 milland NCL
of approximately $128.0 million at Capital Trusicl, as well as NOLs of approximately $4.0 mill@nCTIMCO. As
a result of our March 2011 restructuring, Capitalist, Inc. will recognize cancellation of indebteda income «
approximately $180.5 million for the 2011 taxabkay which will reduce the available NOLs. The métion of NOL:
will also require us to pay alternative minimumesasof approximately $2.0 million.

Il. Discussion of Consolidated Operations of CapitiaTrust, Inc.

Balance Sheet Investments

Our consolidated balance sheet investments incia®mus types of commercial mortgage backed séesirini
collateralized debt obligations, or Securities, anthmercial real estate loans and related instrtesnen Loans, all ¢
which are assets of either CT Legacy REIT or cadatdd securitization vehicles. We collectivelyerefo these ¢
Interest Earning Assets. The table below showslo@rest Earning Assets as of June 30, 2011 anckDeer 31
2010.

Consolidated Interest Earning Asset:
(in millions) June 30, 201! December 31, 201
Book Value  Yield ®  Book Value  Yield ®

Securities hel-to-maturity $— — $3 10.5%%
Loans receivable, n® — — 51¢ 4.0¢
-

Loans held-for-sale, net — 6 —
Subtotal / Weighted Averag — $52¢ 4.06%

Consolidated VIE Asse
CT Legacy REIT

Securities hel-to-maturity $4 8.8%% $— —
Loans receivable, n(@ 247 4.3t — —
Loans held-for-sale, net 32 6.2€ — —
Subtotal / Weighted Averag $28: 4.65% $— —
Securitization Vehicles
Securities hel-to-maturity $467 7.0€% $50¢ 6.97%
Loans receivable, net 1,50¢ 2.5% 2,891 2.27
Subtotal / Weighted Averag $1,97: 3.6(% $3,39¢ 2.91%
Total / Weighted Average $2,25¢ 3.7% $3,92: 3.12%

(1) Yield on floating rate assets assumes LIBOR of &hi#hd 0.26% at June 30, 2011 and December 31,
respectively

(2) Excludes loan participations sold with a net boakue of $28.7 million and $86.8 million as of Jus@& 201:
and December 31, 2010, respectively. These paaticips are net of $97.5 million and $172.5 milliof
provisions for loan losses as of June 30, 20110swember 31, 2010, respective

In addition to our investments in Interest EarniAgsets, we also hold equity investments in uncadatec

subsidiaries, which represent ouriogestments in private equity funds that we manégeof June 30, 2011, this $!
million balance relates to one such fund, CT Oppaty Partners |, LP, or CTOPI.
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Asset Management

The table below details the overall credit proifeCT Legacy REITS Interest Earning Assets, excluding those he
consolidated securitization trusts, which includ@st.oans against which we have recorded a prowi$br loan losse
or reserves, (ii) Securities which have been othantemporarily impaired, and (iii) Loans and Secustibat ar
categorized as Watch List Assets, which are cugrgrerforming but pose a higher risk of npafformance and/
loss. We actively monitor and manage Watch ListeAs$o mitigate these risks in our portfolio.

Portfolio Performance - CT Legacy REIT ()

(in millions, except for number of investments) June 30, 201! December 31, 201/
Interest earning assets, CT Legacy REIT ($ $283 / 2! $528 / 3i
Impaired Loan®
Performing loans ($ /¢ $68 / ¢ $59 /7
Non-performing loans ($ / #) $10/: $21/:
Total ($/#) $78/ ¢ $80 / 1(
Percentage of interest earning as 27.t% 15.2%
Impaired Securitie® ($ / #) $2/¢ $2/¢
Percentage of interest earning as 0.€% 0.4%

Watch List Asset®

Watch list loans ($/ # $108 /¢ $158 /¢
Watch list securities ($ / #) $1/1 $1/1
Total ($/#) $109/ ¢ $159 / 1
Percentage of interest earning as 38.5% 30.1%

(1) Portfolio statistics exclude loan participationsdsdut includes loans he-for-sale.

(2) Balances as of December 31, 2010 represent thiolmperformance when it was held directly by GapiTrust, Inc., befor
transfer to CT Legacy REI

(3) Amounts represent net book value after prowsifor loan losses, valuation allowances on Idsid-for-sale and other-than-
temporary impairments of securitie

(4) Watch List Assets exclude Loans against which weeh@corded a provision for loan losses or valuattiowance, ar
Securities which have been ot-thar-temporarily impaired
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The table below details the overall credit profifelnterest Earning Assets held in consolidatedisgzation trusts
which includes: (i) Loans where we have foreclospdn the underlying collateral and own an equitgriest in re:
estate, (ii) Loans against which we have recordedoaision for loan losses, or reserves, (iii) Séms which hav
been other-thatemporarily impaired, and (iv) Loans and Securitlest are categorized as Watch List Assets, v
are currently performing but pose a higher risknoh-performance and/or loss. We actively monitor andhagg
Watch List Assets to mitigate these risks in outfptio.

Portfolio Performance - Consolidated Securitization Vehicle:
(in millions, except for number of investments) June 30, 201! December 31, 201

Interest earning assets of consolidated

securitization vehicles ($ / $1,972 /13 $3,395 /15
Real estate owned ($ / $81/1 $8/1
Percentage of interest earning as 0.4% 0.2%

Impaired Loand®

Performing loans ($ /¢ $175 /" $168 /"
Non-performing loans ($ / #) $46 / € $69 /7
Total ($/#) $221 /1t $237 / 1.
Percentage of interest earning as 11.2% 7.C%
Impaired Securitie® ($ / #) $8/ 11 $14/1:
Percentage of interest earning as 0.4% 0.4%

Watch List Asset(2)

Watch list loans ($/ 4 $777 /1 $514 /1.
Watch list securities ($ / #) $65 / ¢ $65 / ¢
Total ($/#) $842 /2! $579/2:
Percentage of interest earning as 42.1% 17.1%

(1) Amounts represent net book value after provisiamddan losses, valuation allowances on loans-f@idale and other-than-
temporary impairments of securitit

(2) Watch List Assets exclude Loans against which weeh@corded a provision for loan losses or valmafiiowances, ar
Securities which have been ot-thar-temporarily impaired

As of June 30, 2011, there were significant diffiees between the estimated fair value and the halhle of some «
the Securities in our consolidated securitizatiehigles portfolio. We believe these differencebéaelated to the hig
degree of structural complexity combined with pogorting available on these securities and a gémegative bie
against structured financial products and not ctiffe of a change in cash flow expectations fromsth securitie
Accordingly, we have not recorded any additionakotthan-temporary impairments against such Seéestrit

The ratings activity of our consolidated Securitstfolio over the six months ended June 30, 284d the ye:
ended December 31, 2010 is detailed below:

Rating Activity @

Six months endec Year ended
June 30, 2011 December 31, 2010
Securities Upgrade 4 2
Securities Downgrade 8 28

(1) Represents activity from any of Fitch Ratings, 8tad & Poo’s or Moody's Investors Servict
Capitalization

We capitalize our business with a combination dftdnd equity. On March 31, 2011, we restructuesdended, ¢
extinguished all of our outstanding recourse ddiigations, which involved: (i) the assumption ofirolegac
repurchase obligations by CT Legacy REIT, andtfi@ extinguishment of the remainder of our recowfsiggations
our senior credit facility and junior subordinatadtes. The restructuring was financed with a new.&8nillion
mezzanine loan obtained by CT Legacy REIT. See Not® our consolidated financial statements forthie
discussion of our March 2011 restructuring.
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As of June 30, 2011, our consolidated debt obligati which we collectively refer to as Interest &g Liabilities,
include (i) our secured notes, which are meceurse to us and secured only by certain of quitginterests in tF
common stock of CT Legacy REIT, (ii) CT Legacy REITepurchase obligations and mezzanine loan, waiemon-
recourse to us, and (iii) naeeourse securitized debt obligations of consadidatecuritization vehicles. Our eqt
capital is currently comprised entirely of commaoc.

The table below describes our consolidated IntéBesiring Liabilities including those of CT LegacfER and ou
consolidated securitization vehicles, as of June8@1 and December 31, 2010:

Consolidated Interest Bearing Liabilities(®)
(Principal balance, in millions) June 30, 2011 December 31, 201

Recourse debt obligation:

Secured credit facilitie

Repurchase obligatiot $— $37%
Senior credit facility — 98
Subtotal — 471
Unsecured credit facilitie
Junior subordinated notes — 144
Total recourse debt obligations $— $61E
Weighted average effective cost of d@ () N/A 3.25%

Non-Recourse debt obligation:
Capital Trust, Inc

Secured note $8 $—
Weighted average effective cost of Capital Trust, bebt 8.1¢% N/A
CT Legacy REIT

Repurchase obligatior $11¢ $—

Mezzanine loan 63 —
Total CT Legacy REIT debt obligations $182 $—
Weighted average effective cost of CT Legacy RE4Ht(2) (4) 8.22% N/A
Consolidated Securitization Vehicl

CT collateralized debt obligatiol $84¢ $98:

Other consolidated securitization vehicles 1,28¢ 2,63¢
Total securitization vehicles debt obligations $2,12¢ $3,62:
Weighted average effective cost of securitizatiehigles deb(@ ©) 1.68% 1.3%%
Total interest bearing liabilities $2,31: $4,23¢
Shareholders' defic (%117 (%417

Q) Excludes loan participations so
2) Floating rate debt obligations assume LIBOR of @01#nhd 0.26% at June 30, 2011 and December 31, 2&dikctively

3) Including the impact of interest rate hedgéth \an aggregate notional balance of $64.1 milhsrof December 31, 2010, the effectiveimll-
cost of our recourse debt obligations would be & Ppér annum
4) Including the impact of interest rate hedgéthwan aggregate notional balance of $61.0 milkgnof June 30, 2011, the effectiveialleos

of CT Legacy REI"s debt obligations would be 9.90% per ann

5) Including the impact of interest rate hedges wittaggregate notional balance of $319.2 millionfatuae 30, 2011 and $339.7 million a:
December 31, 2010, the effective all-in cost of oansolidated securitization vehicledbt obligations would be 2.39% and 1.78%
annum, respectivel

Secured Notes

In conjunction with the satisfaction of the senawedit facility and the junior subordinated notaswholly-ownec
subsidiary issued secured notes to our former tesgliwhich secured notes are mecourse to us. The secured n
had an aggregate initial face balance of $7.8 onilind are secured by 93.5% of our equity inteliestise class At
and A-2 common stock of CT Legacy REIT, which raprs 48.3% of the total outstanding class A-1 Arnd
common stock of CT Legacy REIT. The secured notatsira on March 31, 2016 and bear interest at aofdBe2% pe



annum, which interest may be deferred until maturill dividends we receive from our equity intet®sn the
common stock of CT Legacy REIT which serve as ¢tetld under the secured notes must be used toopgrepay
interest and principal due thereunder. Any prepaymer partial prepayment, of the secured note$ wdur ¢
prepayment premium resulting in a total paymergrafcipal and interest under the secured noted dfi$million.
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During the second quarter of 2011, we purchase8,800 of the secured notes at par.
Repurchase Obligatior
As of June 30, 2011, CT Legacy REIT was party te mpurchase obligation, which is ngeourse to Capital Tru
Inc, has an aggregate outstanding balance of $1M#i8n and an aliin cost of LIBOR plus 2.50% per annum (2.€
at June 30, 2011).
During the second quarter of 2011, $185.4 milliéiCd Legacy REITS repurchase obligations were repaid, inclu
the full repayment and termination of the Morgamarty and Citigroup facilities and a release of thmaining
collateral thereunder, as well as a $54.1 milligpayment of the JP Morgan facility.

See Note 10 to our consolidated financial statemémt additional discussion of the terms of CT Leg&®EIT's
repurchase obligations.

Mezzanine Loa
CT Legacy REIT entered into an $83.0 million mezmaroan with Five Mile that carries a 15.0% penam interes
rate, of which 7.0% per annum may be deferred, thatl matures on March 31, 2016. The mezzanine i®amon-

recourse to Capital Trust, Inc. except for certanited non-recourse, “bad boy” carve outs.

During the second quarter of 2011, $20.0 millioth& mezzanine loan was repaid using proceedsthersatisfactio
of former Morgan Stanley and Citigroup repurchasglity collateral assets.

See Note 10 to our consolidated financial statemémt additional discussion of the terms of CT Leg&®EIT's
mezzanine loan.

Securitized Debt Obligations

Non-recourse debt obligations of consolidated secatitn vehicles include our four CT CDOs, as welkasuritie
issued by other consolidated securitization vehialaich are not sponsored by us.

These consolidated non-recourse securitized déiglations are described below:

Non-Recourse Securitized Debt Obligation
(in millions) June 30, 201! December 31, 201!
Book Value  All-in Cost @  Book Value  All-in Cost (1)

CT CDOs
CTCDO | $14¢ 1.01% $20C 0.96%
CT CDO Il 212 1.07 262 1.06
CT CDO lll 23t 5.16 24C 5.16
CT CDO IV 252 1.02 281 1.04
Total CT CDOs $84¢ 2.18% $98: 2.03%
Other securitization vehicle
GMACC 199°-C1 $8¢ 7.11% $97 7.12%
GSMS 200-FL8A 51 1.03 12¢€ 0.81
JPMCC 200-FL1A 91 0.75 96 0.82
MSC 200-XLFA 664 0.44 751 0.49
MSC 200-XLCA 39C 1.75 522 1.52
CSFB 2006-HC1 — — 1,04¢ 0.77
Total other securitization vehicli $1,28¢ 1.34% $2,63¢ 1.08%
Total non-recourse debt obligations $2,13( 1.68% $3,62: 1.34%

(1) Includes amortization of premiums and issuancescoSCT CDOs. Floating rate debt obligations asswtBOR of 0.19% and 0.26%
June 30, 2011 and December 31, 2010, respect
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Shareholders’ Equity
We did not issue any new shares of class A comrtamk gluring the six months ended June 30, 2011n@dsin th
number of outstanding shares during the six moatiteed June 30, 2011 resulted from restricted constamok grant:
forfeitures and vesting, as well as stock unit ggan

The following table calculates our book value geare as of June 30, 2011 and December 31, 2010:

Shareholders' Equity

June 30, 201. December 31, 201

Book value (in millions ($112) ($417)
Shares
Class A common stot 21,966,68 21,916,71
Restricted common sto 244 ,42. 32,78t
Stock units 518,76 485,39¢
Warrants & Option§) — —
Total 22,729,87 22,434,90
Book value per shai ($4.8%) ($18.3))

(1) Excludes shares issuable upon the exercise ofamalisty warrants and options. These shares are
not dilutive as of both June 30, 2011 and DecerBheP010 because an increase in shares would
decrease our book deficit per she

As of June 30, 2011, there were 22,211,108 shafresuio class A common stock and restricted commark
outstanding.There were also outstanding warrants to purcha&e391 shares of our class A common stock
exercise price of $1.79 per share. The warrantsbetome exercisable on March 16, 2012 and expir&arch 1€
2019, and may be exercised through a cashlessisxerc

In addition, the equity section of our consolidatealance sheet includes amounts attributable tacordrolling
interests. Noncontrolling interests representsetipgty interests in CT Legacy REIT not owned byary] is current|
a deficit on a consolidated basis due to lossesgrézed on loans in securitization vehicles in escef CT Legac
REIT’s investment in such entities. As these excesgdoare reversed and CT Legacy REIT generates garrim
noncontrolling interests will be adjusted to reflde value of CT Legacy REIT’s net assets not ahmgus.

Other Balance Sheet Items

Participations sold represent interests in ceftzns that we originated and subsequently solchéoas our investme
management vehicles or to third-parties. We presese participations sold as both assets andemurse liabilitie
because these arrangements do not qualify as wadles GAAP. Generally, participations sold are rded as asse
and liabilities in equal amounts on our consoliddvalance sheets, and an equivalent amount oeBtt@rcome ar
interest expense is recorded on our consolidataigreents of operations. However, impaired loantasseist b
reduced through the provision for loans lossesenthie associated namveourse liability cannot be reduced until
participation has been contractually extinguistidds can result in an imbalance between the loaticgzations sol
asset and liability. We have no economic exposutbése liabilities.

As of June 30, 2011, we had two such participatamid with a total gross book value of $126.1 milli one of whic
was transferred to CT Legacy REIT in conjunctiortwour March 2011 restructuring. We have recordefb@a.t
million provision for loan losses against one afgé participation sold assets, resulting in a neklvalue of $28.
million as of June 30, 2011.

Interest Rate Exposure

We endeavor to manage a book of assets and liedilihat are generally matched with respect torésterate:
typically financing floating rate assets with floegt rate liabilities and fixed rate assets withefixrate liabilities. |
some cases, we finance fixed rate assets withiritpatite liabilities and, in those cases, we mag interest ra
derivatives, such as swaps, to effectively conthetfloating rate debt to fixed rate debt. In sir@dtances, the equ
we have invested in fixed rate assets is not tylpicavapped, leaving a portion of our equity cap#aposed t
changes in value of the fixed rate assets duettmest rate fluctuations. The balance of our assets interest
floating rates and are financed with floating fébilities, leaving a portion of our equity capiexposed to cash flc
variability from fluctuations in rates. Generalthese assets and liabilities earn interest at intl=xed to onenontr
LIBOR.

Our counterparties in these transactions are If@ngacial institutions and we are dependent upanfifancial healt
of these counterparties and a functioning interat# derivative market in order to effectively extecour hedgin
strategy.
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The table below details our interest rate expoasref June 30, 2011 and December 31, 2010:

Interest Rate Exposure
(in millions)

Index

Value exposure to interest ra®)

June 30, 2011

December 31, 2010

Fixed rate asse
Fixed rate dek
Interest rate swaps

Net fixed rate exposure

$83¢

Weighted average coupon (fixed rate ass

Cash flow exposure to interest ra)
Floating rate asse

Floating rate debt less ca
Interest rate swaps

Net floating rate exposure

Weighted average coupon (floating rate as«?

Net income impact from 100 bps change in LIB

(1)
@)
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All values are in terms of face or notional amouatdd include loans classified as t-for-sale.
Weighted average coupon assumes LIBOR of 0.1999&6%o0 at June 30, 2011 and December 31, 2010,atbsgg.

$89¢
(406) (499
(380) (404)
$4¢ $1
7.1% 7.1%
$1,93 $3,61¢
(1,872 (3,717)
38¢ 404
$44: $30¢
2.1(% 2.15%
$4.4 $3.C
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Results of Operations

Comparison of Results of Operations: Three Months Bded June 30, 2011 vs. June 30, 20
(in thousands, except per share d

2011 2010 Change % Change
Income from loans and other investmel
Interest and related incor $32,55¢ $39,52! ($6,977) (17.€%)
Less: Interest and related expenses 32,29¢ 31,65: 643 2.C%
Income from loans and other investments, 25¢ 7,87z (7,619 (96.7%)
Other revenue:
Management fees from affiliat 1,59t 924 671 72.€%
Servicing fees 43¢ 1,22¢ (788 (64.2%)
Total other revenu 2,03: 2,15C 2179 (5.4%)
Other expense!
General and administrative 4,64¢ 4,50¢ 14C 3.1%
Total other expensi 4,64¢ 4,50¢ 14C 3.1%
Total othe-thar-temporary impairments of securiti — (3,849 3,84¢ (100.(%)
Portion of other-than-temporary impairments of
securities recognized in other comprehensive inc — 1,852 (1,852) N/A
Net impairments recognized in earnir — (2,996 1,99¢ (100.(%)
Recovery of (provision for) loan loss 8,08¢ (2,010 10,09¢ N/A
Valuation allowance on loans h-for-sale (229) — (229 N/A
Gain on extinguishment of de 937 463 474 102.4%
Income from equity investments 842 932 (90 (9.7%)
Income before income tax 7,28t 2,90z 4,38: 151.(%
Income tax provisic 1,061 — 1,061 N/A
Net income $6,22¢ $2,90: $3,32: 114.5%
Less: Net income attributable to noncontrollinghetst (8,069 — (8,069) N/A
Net (loss) income attributable to Capital Trust.! ($1,845 $2,90: ($4,747 (163.€%)
Net (loss) income per sha- diluted ($0.0¢) $0.1: ($0.27) N/A
Dividend per shar $0.0C $0.0C $0.0C N/A
Average LIBOR 0.2(% 0.32% (0.1%) (37%)

Income from loans and other investments,

A decline in Interest Earning Assets of $2.1 billior 49% from June 30, 2010 to June 30, 2011 aridcaease in non-
performing loans contributed to a $6.9 million,101% decrease in interest income during the secoadey of 201
compared to the second quarter of 2010. Intergerese increased $643,000, or 2%, due toaash- interest exper
of $7.6 million resulting from the discontinuatiohhedge accounting and the amortization of coste@ated with tr
mezzanine loan in the second quarter of 2011 offged decrease in leverage of $2.3 billion, or 488m June 3(
2010 to June 30, 2011. On a net basis, net interesne decreased by $7.5 million, or 97%.

Management fees from affiliat

Base management fees from our investment manageousitiess increased $671,000, or 73%, during thens
quarter of 2011 compared to the second quarte@d®2The increase was attributed primarily to ar@dment to tr
CTOPI management agreement in the second quarfd1d¥, which reduced management fees retroactfeel201(
and extended the furglinvestment period. As a result, we did not recmg management fee income from CT
during the second quarter of 2010. During the seécgumarter of 2011, we recorded $690,000 in managefiee
income from CTOPI.
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Servicing fees
Servicing fees decreased $788,000 during the seqoader of 2011 compared to the second quart@0ab. Th
decrease in fees was primarily due to significar@ttme modification fees we recorded in the seconalrigu of 201
for our services as special servicer for certaam$n
General and administrative expenses
General and administrative expenses include peedorwsts, operating expenses, professional feeseapdnse
associated with consolidated securitization vekicExcluding expenses from consolidated securitizatehicles
general and administrative expenses increased by,880 between the second quarter of 2011 andettend quarts
of 2010. The increase was primarily due to expesseciated with the management incentive awarasipl2011.
Net impairments recognized in earnir
We did not record any other-than-temporary impaits®f securities during the second quarter of 2011
During the second quarter of 2010, we recordedasgother-thatemporary impairment of $3.8 million on four of |
Securities that had an adverse change in cashdimectations. Of this amount, $1.9 million (the amioconsidere
fair value adjustments in excess of credit impanth&as included in other comprehensive incomeyltieg in a ne
$2.0 million impairment (the amount considered redpairment) included in earnings.
Recovery of (provision) for loan loss
During the second quarter of 2011, we recordect &84 million recovery of provisions for loan less The recove
was represented primarily by $39.0 million relatitogtwo loans that had previously been impairedseatfby $31.
million provisions against five loans.
During the second quarter of 2010 we recorded aneagite $2.0 million provision for loan losses.sThéet provisio
included $19.0 million of provisions against fomahs, offset by $17.0 million of recoveries of fdaans that he
previously been impaired. These recoveries inc®l® million on two loans held by consolidated VIEs
Valuation allowance on loans held-for-sale

During the second quarter of 2011 we recorded aati@n allowance of $224,000 against one loan wassified a
held-for-sale at June 30, 2011. We did not recordlaation allowance in the second quarter of 2010.

Gain on extinguishment of debt

During the second quarter of 2011, we recorded $8®7of gain on the extinguishment of debt duectized losse
from collateral assets held by securitization sust

During the second quarter of 2010, we recorded@8 800 gain on the extinguishment of debt due &lized losse
from collateral assets held by consolidated saeatibn trusts.

Income from equity investmel

The income from equity investments during the sdcqoarter of 2011 was from our @osestment in CTOF
CTOPI's income for the quarter was largely the resultealizing income for loans purchased at discouatisfied a
par during the quarter and fair value adjustmemtst® investment portfolio. The income from equitywestment
during the second quarter of 2010 was also primé&m@m our coivestment in CTOPI, and was similarly due to
value adjustments on the underlying investmentherfund.

Income tax provisiol

During the second quarter of 2011, we recordedtaneeme tax provision of $1.1 million which repeess a $2.
million current tax obligation at Capital Trustclroffset by a $939,000 benefit due to an increaseur deferred te
asset at CTIMCO.

We did not record an income tax provision in theos& quarter of 2010.

Net loss attributable to noncontrolling intere

The net loss attributable to noncontrolling intésegcorded during the second quarter of 2011 sepis the proate
share of CT Legacy REIT’s net loss for the quaatkrcable to equity interests not owned by us.



We did not allocate any net loss to noncontrollimgrests during second quarter of 2010.
Dividends

We did not pay any dividends in the second quaft@011 or 2010.
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Comparison of Results of Operations: Six Months Ened June 30, 2011 vs. June 30, 20

Index

(in thousands, except per share d

Income from loans and other investmel
Interest and related incon
Less: Interest and related expenses
Income from loans and other investments,

Other revenues
Management fees from affiliat
Servicing fees
Total other revenue

Other expense:
General and administrative

Total other expense
Total othe-thar-temporary impairments of securiti

Portion of other-than-temporary impairments of
securities recognized in other comprehensive inc

Net impairments recognized in earnir
Recovery of (provision for) loan loss
Valuation allowance on loans h-for-sale

Gain on extinguishment of de
Income from equity investments

Income (loss) before inpqme tar

Income tax provisic
Net income (loss
Less: Net income attributable to noncontrollinghetst
Net income (loss) attributable to Capital Trust,.|
Net income (loss) per she- diluted
Dividend per shar

Average LIBOR

Income from loans and other investments,

2011 2010 Change % Change
$69,54! $79,50: ($9,959 (12.5%)
58,54 62,90¢ (4,362) (6.2%)
11,00: 16,59¢ (5,596 (33.7%)
3,174 3,94( (76€) (19.4%)
74¢E 2,731 (1,989 (72.7%)
3,927 6,671 (2,755 (41.2%)
14,92¢ 9,251 5,671 61.4%
14,92¢ 9,251 5,671 61.4%
(4,939 (39,839 34,90: (87.€%)
(3,279 18,01¢ (21,286 N/A
(8,209 (21,820 13,61¢ (62.4%)
17,24¢ (54,22)) 71,47¢ N/A
(224 — (224) N/A
250,97t 462 250,51 N/A
1,797 1,302 49t 38.(%
261,59( (60,25¢) 321,84t N/A
1,45( 29: 1,157 394.9%
$260,14 ($60,55)) $320,69: N/A
(7,400 — (7,400 N/A
$252,741 ($60,55)) $313,29. (517.4%)
$11.1¢ ($2.77) $13.8¢ N/A
$0.0C $0.0C $0.0C N/A
0.22% 0.27% (0.04%) (14.€%)

A decline in Interest Earning Assets of $2.1 biilior 49% from June 30, 2010 to June 30, 2011 aridcaease in non-
performing loans contributed to a $9.9 million,18% decrease in interest income during the secoadey of 201
compared to the second quarter of 2010. Intergsrese decreased $4.4 million, or 7%, due to a deeri leverag
of $2.3 bhillion, or 49% from June 30, 2010 to JB%; 2011, offset by nonash interest expense of $7.6 mil
resulting from the discontinuation of hedge accmgnand the amortization of cash associated wighntlezzanine lot

in the second quarter of 2011. On a net basigntetst income decreased by $5.5 million, or 33%.

Management fees from affiliat

Base management fees from our investment managedwmsittess decreased $766,000, or 19%, during tiesfk
months of 2011 compared to the first six month@f0. The decrease was attributed primarily toraeradment t
the CTOPI fund’'s management agreement, which reHucanagement fees and extended the &irikestmer
period. In the first six months of 2010 we recor&2dlL million in management fee income from CTOR & the firs

six months of 2011 we recorded $1.4 million in ngeraent fee income from CTOPI.
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Servicing fees

Servicing fees decreased $2.0 million during thet 8ix months of 2011, compared to the first sonths of 2010. T
decrease in fees was primarily due to significarg-time modification fees recorded in the first sixmtts of 2010 fc
our services as special servicer for certain loans.

General and administrative expenses

General and administrative expenses include peedorwsts, operating expenses, professional feeseapdnse
associated with consolidated securitization vekicExcluding expenses from consolidated securitizatehicles
general and administrative expenses increased [3/rflion between the first six months of 2011 ahd first si;
months of 2010. The increase was primarily dug)t$2.8 million of onetime restructuring bonuses, (ii) $3.0 mill
of expenses recognized in connection with the mamagt incentive awards plan, and (iii) a $240,080dase i
employee stock-based compensation expense duerfirghsix months of 2011.

Net impairments recognized in earnir

During the first six months of 2011, we recordegt@ss other-thatemporary impairment of $4.9 million on six of |
Securities that had an adverse change in cashdigectations. In addition, we recognized $3.3 omillof previou
other-thantemporary impairments from other comprehensive rmeointo earnings, to reflect additional cn
impairments on these securities.

During the six months ended June 30, 2010, we decba gross other-thaamporary impairment of $39.8 million
eight of our Securities that had an adverse changash flow expectations. Of this amount, $18.0iom (the amour
considered fair value adjustments in excess ofitcietbairment) was included in other comprehensineome
resulting in a net $21.8 million impairment (the@mt considered credit impairment) included in eags.

Recovery of (provision) for loan loss

During the first six months of 2011, we recordedet $17.2 million recovery of provisions for loavsses. The n
recovery included $26.7 million in recoveries ompously impaired loans offset by $9.4 million idditional loai
loss provisions.

During the six months ended June 30, 2010, we decb$54.2 million of provisions for loan lossesiagal3 loans.
Valuation allowance on loans-held-for-sale

During the second quarter of 2011 we recorded aati@n allowance of $244,000 on one loan we clasbids held-
for-sale at June 30, 2011. No such allowances veme@rded during the six months ended June 30, 2010.

Gain on extinguishment of debt

During the first six months of 2011, we recordecb®® million of gain on the extinguishment of debhis wa:
primarily comprised of a $174.8 million gain on ieguishment of our senior credit facility and jungubordinate
notes, and a $75.0 million gain associated withefimaination of participation sold liability. Seeoké 14 for furthe
information.

During the first six months of 2010, we recorde®4&3,000 gain on the extinguishment of debt due#tized losse
from collateral assets held by consolidated sdzatibn trusts.

Income from equity investmel

The income from equity investments during the faigt months of 2011 was primarily earned from ooxirovestmer
in CTOPI. CTOPIS income for the quarter was largely the resuteafizing income for loans previously purchase
discounts and satisfied at par during the quanter fair value adjustments on its investment poidforhe incom
from equity investments during the first six montdi2010 was also primarily from our @avestment in CTOPI, ai
was similarly due to fair value adjustments onuhderlying investments in the fund.

Income tax provisiol

During the first six months ended June 30, 2011reeerded a net income tax provision of $1.5 millas a result |
$2.4 million in current income tax expense offsgtab$939,000 benefit due to an increase to ourdefdax asset
CTIMCO. During the six months ended June 30, 20i® recorded an income tax provision of $293,000ctvhva:
primarily due to GAAP-to-tax differences for stobksed compensation paid to our employees.

Net loss attributable to noncontrolling intere



The net loss attributable to noncontrolling intésegcorded during the first six months of 2011respnts the proate
share of CT Legacy REIT’s net loss for the quaatkcable to equity interests not owned by us.
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Dividends

We did not pay any dividends in the first six mantf 2011 or 2010.
Liquidity and Capital Resources

Liquidity

As of June 30, 2011, our primary sources of liqyidinclude cash on deposit; the $7.5 million penwan class
preferred dividend distributions we receive from Cdgacy REIT; and management fees we earn fronaggriequit
funds and CDOs we manage, and fees earned fronmbkpecvicing assignments. Uses of liquidity in@uoperatin
expenses; various capital commitments to our mahdigeds; and any dividends necessary to maintamR&IT
status. We generally have no obligations to providancial support to CT Legacy REIT or our condatic
securitization vehicles, and all debt obligatiofisuch entities, though consolidated onto our faiainstatements, a
non-recourse to us. We believe our current sowteapital will be adequate to meet our near teashaequirements.

We currently do not have access to significantidliqy from our portfolio of Interest Earning Asse®T Legacy REI
owns a substantial portion of our Interest Earnsgets, the proceeds of which cannot be distribtae@T Legac
REIT’s common shareholders, including us, until thetedlaepurchase obligations and mezzanine loan haee
repaid. Accordingly, other than the preferred dévids discussed above, we will not receive distidiist from C1
Legacy REIT in the near term. We will, however,ai@e our proportionate share of the proceeds gtatfeom th
CT Legacy REIT portfolio, subject to repayment afr secured notes, once CT Legacy REI®verage has be
repaid.

In addition, as described in Note 11 to our comsaéd financial statements, covenant breachesri€duCDOs hav
resulted in a redirection of cash flow to amortegnior noteholders, which amounts would otherwigeehbee
available to us. The additional principal amorii@atto senior CT CDO notes are a function of casteived undt
each respective collateral pool, and are only reguio the extent there is cash flow in exceshefinterest expen
otherwise due under each respective vehicle. Adoghd these redirection provisions cannot resulaicash outflo
from us to our CT CDOs, only a diminution of ligitidavailable to us.

Cash Flows

Our consolidated statements of cash flows inclh@ecash inflows and outflows of the consolidate&d/8escribed
Note 2 to our consolidated financial statementsil&his does not impact our net cash flow, it doesease certa
gross cash flow disclosures.

We experienced a net increase in cash of $4.0omiffor the six months ended June 30, 2011, compiared ne
decrease of $1.5 million for the six months endet30, 2010.

Cash provided by operating activities during themsbnths ended June 30, 2011 was $12.4 million,peoed to cas
provided by operating activities of $20.2 millioorthg the same period of 2010. The decrease wasapty due to
decrease in our cash net interest margin and egpeakated to our March 2011 restructuring.

During the six months ended June 30, 2011, cashidqed by investing activities was $1.7 billion, cpaned to $109
million provided by investing activities during tlsame period in 2010. The increase was primarily tuadditionz
asset principal repayments inside of consolidagedidtization vehicles in 2011.

During the six months ended June 30, 2011, cast msénancing activities was $1.7 billion, compdr® $130.:
million during the same period in 2010. This increavas primarily due to (i) additional repaymerftsexuritized del
obligations of $1.4 billion during 2011, (ii) adidihal repayments of our repurchase obligations2¥1$ million, (iii)
a combined $25.1 million of repayments to extinguir senior credit facility and junior subordirtteotes at
discount, and (iv) the payment of $11.1 millionfiofince costs associated with our March 2011 restring. This wa
offset by net borrowings of $63.0 million under thezzanine loan at CT Legacy REIT.

Capitalization

Our authorized capital stock consists of 100,000,8Bares of $0.01 par value class A common stothkyhich
22,211,108 shares were issued and outstandinglamef30, 2011, and 100,000,000 shares of prefstoe#, none ¢
which were outstanding as of June 30, 2011.

Pursuant to the terms of our prior debt restruntugompleted on March 16, 2009, we issued to JP&uriylorgal
Stanley and Citigroup warrants to purchase 3,479sb@res of our class A common stock at an exepcise of $1.7
per share, the closing bid price on the New Yor&icBtExchange on March 13, 2009. The warrants vatidme
exercisable on March 16, 2012 and expire on Ma&;t2019, and may be exercised through a cashlessiss.
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Secured Notes
As of June 30, 2011, we had nmtourse notes outstanding with a face balanc& & &iillion which are secured
93.5% of our equity interests in the class A-1 alads A-2 common stock of CT Legacy REThe terms of the:
agreements are described in Note 7 to our consetidamancial statements.
CT Legacy REIT
As of June 30, 2011, CT Legacy REIT was an obligoder a $119.3 million outstanding repurchase abibg, a
well as a $63.0 million mezzanine loan. These ifédl are all nomecourse to us, and are further described in N@
to our consolidated financial statements.
Consolidated Securitization Vehicles
As of June 30, 2011, our consolidated securitinatiehicles had norecourse securitized debt obligations with a
face value of $2.3 billion. The terms of these gélions are described in Note 11 to our consolitiditeancia
statements.
Contractual Obligations

The following table sets forth information abouttaén of our contractual obligations as of June 3L 1:

Contractual Obligations @)

(in millions)
Payments due by period
Less than 1 More than 5
Total year 1-3 years 3-5 years years

Parent Leve

Secured note $8 $— $— $8 $—

Equity investment(@ 14 14 — — —

Operating lease obligations 8 1 2 2 3
Subtotal 30 15 2 10 3
CT Legacy REIT

Repurchase obligatior 11¢ — 11¢ — —

Mezzanine loan 63 — — 63 —
Subtotal 182 — 11¢ 63 —
Consolidated Securitization Vehic

CT CDOs 84E% — — — 84E%

Other securitization vehicles 1,28¢ — — — 1,28¢
Subtotal 2,12¢ — — — 2,12¢
Total contractual obligations $2,34: $1E $121 $7¢ $2,13:

(1) We are also subject to interest rate swaps for hvvie cannot estimate future payments «

2) CTOPI5 investment period expires in December 2011, athwpoint our obligation to fund capital calls wile limited. It is possible th
our unfunded capital commitment will not be entireblled, and the timing and amount of such regu@entributions is not estimable. ¢
entire unfunded commitment is assumed to be fubhgddecember 2011 for purposes of the above ti

Off-Balance Sheet Arrangements

We have no off-balance sheet arrangements.
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lll. Non-GAAP Disclosures: Adjusted Balance Sheet and Operliaig Results

We believe that our adjusted balance sheet andatipgrresults provide meaningful information to siler, ir
addition to our consolidated balance sheet an@rettt of operations prepared in accordance with BABhes
adjusted measures help us to evaluate our finapogition and performance without the effects ofaia transactior
and GAAP adjustments that are not necessarily atidie of our current investment portfolio, operas
capitalization, or shareholders’ equity.

We believe that the accounting for loan participasi sold as well as the consolidation of VIEs, arttipular th
consolidation of nomecourse securitization vehicles, while in accoogawith GAAP, has resulted in a presentatic
gross assets and liabilities, provisions/impairragahd operations being recorded in excess of amamic interes
in such entities. Accordingly, our adjusted balasiceet and operating results (i) eliminate loarnigipations sold, ar
(if) deconsolidate securitization vehicles whicle @resented gross in accordance with GAAP, and shstead oL
cash investment in these noecourse entities, adjusted for losses expectddcorred, and the cash income eal
thereon. Due to the narcourse nature of these entities, our investmeruat as well as our income cannot be
than zero on a cash basis. In addition, we elireitta¢ interest expense recognized due to intea@sswaps no long
designated as cash flow hedges, which is aaash reclassification from other comprehensive rimeanto earning
that does not impact book value. We also separatedyv our financial position and operations frorosth of C”
Legacy REIT.

Adjusted Balance She

Our adjusted balance sheet is not an alternatigilostitute for our consolidated balance sheetguegbin accordan
with GAAP as a measure of our financial positioathr, we believe that our adjusted balance skeg iaddition:
measure that is a valuable tool for analyzing cusitess. Our adjusted balance sheet should notebeed as a
alternative measure of shareholde¥guity, and we may not prepare our adjusted balaheet in the same manne
other companies that use a similarly titled measure
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The following table details the transition from aansolidated balance sheet prepared in accordeitit&SAAP to the
adjusted balance sheets of Capital Trust, Inc.Ghdlegacy REIT, as of June 30, 2011:

Adjusted Balance Sheet as of June 30, 20

(in thousands, except per share data) Adjusted Balance Sheet
Consolidated GAAF CT Legacy Capital
Capital Trust, Inc. Adjustments M@)E REIT Trust, Inc.
Assets
Cash and cash equivalel $28,43( $— $— $28,43(
Loans receivable, ni 28,66( (28,66() — —
Equity investments in unconsolidated
subsidiarie: 9,851 — — 9,851
Investment in CT Legacy REI — 65,57¢ — 65,57¢
Deferred income taxe 1,597 — 1,597
Prepaid expenses and other assets 1,98¢ 625 — 2,61(
Subtotal 70,52¢ 37,54« — 108,06

Assets of Consolidated VIE
CT Legacy REIT, Excluding Securitization

Vehicles

Restricted cas 10,22t — 10,22t —
Securities hel-to-maturity 3,66¢ 26,99¢ 30,66: —
Loans receivable, ni 247,19( — 247,19( —
Loans hel-for-sale, ne 32,107 — 32,10 —
Accrued interest receivable and other assets 5,99¢ — 5,99¢ —

Subtotal 299,18: 26,99¢ 326,18 —
Assets of consolidated securitization vehic 1,995,691 (1,995,69)) — —
Total/adjusted assets $2,365,40 ($1,931,15) $326,18! $108,06

Liabilities & Shareholders' Equity

Accounts payable and accrued expet $8,61¢ $— $— $8,61¢
Secured note 7,52¢ — — 7,52¢
Participations sold 28,66( (28,660 — —

Subtotal 44,807 (28,66() — 16,147

Non-Recourse Liabilities of Consolidated VI
CT Legacy REIT, Excluding Securitization

Vehicles
Accounts payable and accrued exper 76C 62% 1,38¢ —
Repurchase obligatior 119,34: — 119,34 —
Mezzanine loan, net of unamortized discc 51,63! — 51,63: —
Participations sol 97,46¢ (97,465 — —
Interest rate hedge liabilities 8,28¢ 8,28¢ —
Subtotal 277,48 (96,84() 180,64 —
Liabilities of consolidated securitization vehic 2,159,271 (2,159,271 — —
Total/adjusted liabilities 2,481,57! (2,284,771 180,64 16,14°
Total/adjusted equity (110,94 348,40( 145,53: 91,92(
Noncontrolling interest (5,227) 5,22: — —
Total/adjusted liabilities and shareholders' equity $2,365,40 ($1,931,15) $326,18! $108,06'
Capital Trust, Inc. book value/adjusted book valueper share:
Basic ($4.8¢) $4.04
Diluted ($4.89¢) $3.7¢

(1)  All securitization vehicles have been deconsolidaed reported at our cash investment amount, &djder current losses relative to
equity investment in each vehicle. Due to the nezourse nature of these entities, our investmanhat be less than zero on a cash t
See note 11 to our consolidated financial statesnfemtdiscussion of consolidated securitizationieiels.

2) Loan participations which have been sold iedtparties, and did not qualify for sale accountingyénbeen eliminated. See Note 8 to
consolidated financial statements for discussioloah participations sol

3) Non-cash interest expense recognized due to interesswaaps no longer designated as cash flow hedgelden eliminated. See Note 1
our consolidated financial statements for discussiinterest rate swaps not designated as hedgstgiments
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Adjusted Operating Resu

Our adjusted earnings is not an alternative ortgubes for net income as a measure of our perfosmaRather, w
believe that adjusted earnings is an additionalsuneathat is a valuable tool for analyzing our parfance. Adjuste
earnings should not be viewed as an alternativesureaof either our operating liquidity, or fundsadable for ou
cash needs. In addition, we may not calculate #fjusarnings in the same manner as other compHraesise
similarly titled measure.

The following table details the transition from atonsolidated statement of operations prepareatéordance wit
GAAP to the adjusted operating results of CapitaisT, Inc. and CT Legacy REIT for the six monthslesh June 3
2011

Adjusted Income Statement for the Six Months Endedune 30, 2011

(in thousands, except per share data) Adjusted Income Statement
Consolidated GAAF CT Legacy Capital
Capital Trust, Inc. Adjustments M@)E REIT Trust, Inc.

Income from loans and other investmel

Interest and related incon $69,54! ($53,25() $7,541 $8,75¢
Less: Interest and related expenses 58,54 (44,27%) 10,261 4,007
Income from loans and other investments, 11,00z (8,979 (2,720 4,747
Other revenues
Management fees from affiliat: 3,17« — — 3,17«
Servicing fees 74¢ 434 — 1,182
Total other revenue 3,927 434 — 4,35¢
Other expense:!
General and administrative 14,92¢ (323 1,82¢ 12,77
Total other expense 14,92¢ (323 1,82¢ 12,77
Total othe-thar-temporary impairments csecurities (4,939 4,92( — (13

Portion of other-than-temporary impairments on
securities recognized in other comprehensive

income (3,277) 1,631 — (1,640
Net impairments recognized in earnir (8,209 6,551 — (1,657
Recovery of (provision for) loan loss 17,24¢ (18,769 (9,439 7,914
Valuation allowance on loans h-for-sale (229) (224) —
Gain on extinguishment of de 250,97¢ (76,130) — 174,84¢
Income from equity investmen 1,797 — — 1,797
Loss from CT Legacy REI — — — (6,690
Intercompany dividends — — (1,896 1,89¢
Income (loss)/adjusted income (loss) before incorr

taxes 261,59( (96,56¢€) (16,107 174,43¢

Income tax provisiol 1,45(C — — 1,45(C

Net income (loss)/adjusted net income (loss) be

noncontrolling interests 260,14( (96,56€) (16,107) 172,98¢
Less: Net income attributable to noncontrollin

interests (7,400 7,40 — —

Net income (loss)/adjusted net income (los $252,741 ($89,166 ($16,109) $172,98

Earnings/adjusted earnings per share
Basic $11.1¢ $7.6¢€

Diluted $10.5: $7.2C

Q) All securitization vehicles have been deconsolidatjusted balances include only cash income vedefrom such vehicles. Due to
nonfecourse nature of these entities, our net incorom fsuch entities cannot be less than zero on h basis. See note 11 to
consolidated financial statements for discussiocooisolidated securitization vehicl

2) Loan participations which have been sold fadtparties, which did not qualify for sale accountihgyve been eliminated. See Note 8 tc
consolidated financial statements for discussioloaf participations sol

3) Non-cash interest expense recognized due to interesswaaps no longer designated as cash flow hedgebden eliminated. See Note 1
our consolidated financial statements for discussiointerest rate swaps not designated as hedggtgments
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The following table details the transition from czonsolidated statement of operations prepareddordance wit
GAAP to the adjusted operating results of Capitaist, Inc. and CT Legacy REIT, for the three momghded June 3
2011:

Adjusted Income Statement for the Three Months Ende June 30, 2011
(in thousands, except per share data)

Adjusted Income Statement

Consolidated GAAF CT Legacy Capital
Capital Trust, Inc. Adjustments DG REIT Trust, Inc.
Income from loans and other investmel
Interest and related incon $32,55¢ ($25,01) $7,541 $—
Less: Interest and related expenses 32,29¢ (21,969 10,187 14C
Income from loans and other investments, 25¢ (3,049 (2,64€) (140
Other revenues
Management fees from affiliat: 1,59t — — 1,59t
Servicing fees 43€ 211 — 64¢
Total other revenue 2,03: 211 — 2,24z
Other expense!
General and administrative 4,64¢ (53 51¢ 4,07¢
Total other expense 4,64¢ (53 51¢ 4,07¢
Total othe-thar-temporary impairments csecurities — — — —
Portion of other-than-temporary impairments on
securities recognized in other comprehensive
income — — — —
Net impairments recognized in earnir — — — —
Recovery of (provision for) loan loss 8,08¢ (17,527 (9,439 —
Valuation allowance on loans h-for-sale (224) — (224) —
Gain on extinguishment of de 937 (937) — —
Income from equity investmen 842 — — 842
Loss from CT Legacy REI — — — (5,975
Intercompany dividends — — (1,896 1,89¢
Income (loss)/adjusted income (loss) before incorr
taxes 7,28¢ (21,239 (14,71%) (5,21))
Income tax provisiol 1,061 — — 1,061
Net income (loss)/adjusted net income (loss) be
noncontrolling interests 6,224 (21,239 (14,719 (6,272)
Less: Net income attributable to noncontrollin
interests (8,06¢) 8,06¢ — —
Net income (loss)/adjusted net income (loss) ($1,845 ($13,170 ($14,719 ($6,277)
Earnings/adjusted earnings per share
Basic ($0.0¢) ($0.2¢)
Diluted ($0.0¢) ($0.2¢)

(1)  All securitization vehicles have been deconsolidatjusted balances include only cash income vedefrom such vehicles. Due to
non+tecourse nature of these entities, our net incorom fsuch entities cannot be less than zero on h basis. See note 11 to
consolidated financial statements for discussiooonisolidated securitization vehicle

2) Loan participations which have been sold fadtparties, which did not qualify for sale accountihgyve been eliminated. See Note 8 tc

consolidated financial statements for discussioloah participations sol

) Non-cash interest expense recognized due to interesswaaps no longer designated as cash flow hedgelden eliminated. See Note 1
our consolidated financial statements for discussiinterest rate swaps not designated as hedgstgiments
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Quarterly Performance
The following table describes the activity in Capitrust, Inc.5 balance sheet accounts, on an adjusted basisg
the second quarter of 2011

Comparison of adjusted balance sheet of Capital Trst, Inc: As of June 30, 2011 vs. March 31, 2011
(in thousands

June 30, 201 March 31, 201: Change % Change

Assets:

Cash and cash equivalel $28,43( $27,77¢ $651 2.2%
Equity investments in unconsolidated subsidii 9,851 9,51¢ 332 3.5%
Investment in CT Legacy REI 65,57¢ 70,70: (5,129 (7.2%)
Deferred income taxe 1,591 65¢ 93¢ 142.%
Prepaid expenses and other assets 2,61( 2,26: 347 15.2%
Total adjusted assets $108,06' $110,92: ($2,85%) (2.€%)

Liabilities and Shareholders' Equ

Liabilities:

Accounts payable and accrued expet $8,61¢ $5,72: $2,89: 50.5%
Secured notes 7,52¢ 7,77¢ (249) (3.2%)
Total adjusted liabilite 16,141 13,50¢ 2,642 19.6%
Total Adjusted Shareholders' Equity 91,92( 97,41" (5,499 (5.€%)
Total adjusted liabilities and shareholders' eqi $108,06 $110,92. $8,13¢ (2.€%)

Cash and cash equivalents

Cash and cash equivalents increased by $651,00@gdbe second quarter of 2011. This was primatilg to (i) $2.
million of management fees from affiliates, specafvicing fees and CDO collateral management ffleesived, (i
$1.3 million of preferred dividend distributionscesved from CT Legacy REIT, and (iii) net distrilmrts of $501,00
from CTOPI. This was offset by (i) payments of $tlion of general and administrative expensesl @i paymen
of $547,000 to purchase class B common stock oE&jacy REIT and secured notes from our former lesade
Equity investments in unconsolidated subsidiz

The increase of $332,000 was due to $842,000 ofiecfrom our canvestment in CTOPI, offset by $501,000 of
distributions received from CTOPI.

Investment in CT Legacy RE

The decrease of $5.1 million was due to the re¢mgndf our $6.0 million share of CT Legacy RE$Tadjusted n
loss for the second quarter of 2011. This was bfigean ownership increase due to our purchasbarkes of class
common stock of CT Legacy REIT from our former lersd

Deferred income taxe

The increase in deferred income taxes was primdtiyto the timing difference between GAAP anditagonnectiol
with the recognition of certain general and adntiaisve expenses at our taxable REIT subsidiaryMO.

Prepaid expenses and other as:

The increase in prepaid expenses and other asastprimarily due to the accrual of unpaid prefemaddends fron
CT Legacy REIT.
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Accounts payable and accrued expe
The $2.9 million increase in accounts payable atadued expenses was primarily due to a $2.0 milioorual of
income tax liability, a $404,000 accrual of experadated to the management incentive awards ptahaa increase of
$487,000 in accrued general and administrative resge

Secured notes

The secured note balance decreased due to theOB80ayrchase of secured notes from our former snaéfset by
$200,000 of interest capitalized during the seaqnatter of 2011.

Total adjusted shareholders’ equity

Shareholders’ equity decreased by $5.5 million rdutthe second quarter of 2011. The decrease wasodaeb6.2
million adjusted net loss for the second quarte@f1. This was offset by a $708,000 increase ditiadal paid-in
capital due to the purchase of shares of classnBran stock of CT Legacy REIT.

The following table compares Capital Trust, In@fserating results, on an adjusted basis, durinditsteand second
quarters of 2011:

Comparison of adjusted operating results of Capitallrust, Inc: Three Months Ended June 30, 2011 vs. itch 31, 2011
(in thousands
Q2 2011 Q1 2011 Change % Change
Income from loans and other investme
Interest and related incon $— $8,75: ($8,759) N/A
Less: Interest and related expenses 14C 3,86 (3,727%) (96.4%)
Income from loans and other investments, (140 4,88¢ (5,026 N/A
Other revenues
Management fee 1,59¢ 1,58( 15 0.9%
Servicing fees 64¢ 538 11€ 21.8%
Total other revenue 2,24¢ 2,11z 131 6.2(%
Other expense:
General and administrative 4,07 8,70( (4,627 (53.1%)
Total other expense 4,07 8,70( (4,629 (53.1%)
Total othe-thar-temporary impairments of securit — (13 13 N/A
Portion of other-than-temporary impairments of
securities
recognized in other comprehensive income — (1,640 1,64( N/A
Net impairments recognized in earnir — (1,659 1,65:% N/A
Recovery of provision for loan loss — 7,91/ (7,919 N/A
Gain on extinguishment of de — 174,84t (174,84¢) N/A
Income from equity investmen 842 95t (113) (11.8%)
Loss from CT Legacy REI (5,975 (71%) (5,260 735.1%
Intercompany dividends 1,89¢ — 1,89¢ N/A
Adjusted net (loss) income before income te (5,210 179,64t (184,85¢) N/A
Income tax provisiol 1,061 38¢ 672 172.¢%
Adjusted net (loss) income ($6,279) $179,25 ($185,52) (103.5%)

Income from loans and other investments,

All of our adjusted interest earning assets, legdept obligations and interest rate swaps were iteted or
transferred to CT Legacy REIT on March 31, 2011riy the second quarter of 2011, interest expemsaaply

included deferred interest on our secured notes.

Management fees from affiliat

Base management fees from our investment managédrusimess increased slightly during the secondteuaf 2011



compared to the first quarter of 2011.
Servicing fees

Servicing fees increased $116,000 during the seqaader of 2011 compared to the first quarter@f2 The chang
was primarily due to the variable nature of spesélices fees.
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General and administrative expenses

General and administrative expenses include peesarosts, operating expenses and professional eseral an
administrative expenses decreased by $4.6 milboBs3%, between the second quarter of 2011 anfirdtejuarter o
2011. The decrease was primarily due to (i) a $8ifion bonus paid upon consummation of the Mardil
restructuring, and (ii) a $2.2 million decreasehs rate of accrual of expenses related to the gamnant incentiv
awards plan liability, offset by a $477,000 incree&s other expenses.

Net impairments recognized in earnir

We did not record any other-tha@mporary impairments of securities during the adoguarter of 2011. All securiti
were transferred to CT Legacy REIT as of MarchZ,1.

Recovery of provision for loan loss

All interest earning assets were transferred td_€Jacy REIT as of March 31, 2011.
Gain on extinguishment of debt

During the second quarter of 2011, we did not r@@my gain on extinguishment of debt.

During the first quarter of 2011, we recorded a4&7million gain on the extinguishment of debt uggermination o
our senior credit facility and junior subordinatsates.

Income from equity investmel

The income from equity investments during the sdcqoarter of 2011 of $842,000 was derived from oo
investment in CTOPI. CTOR’income for the quarter was largely the resul{ipfealization of income on loa
purchased at discounts that were satisfied at pangl the quarter, and (ii) fair value adjustmeoisits investmel
portfolio. The income from equity investments dgrithe first quarter of 2011 was also primarily fravar co-
investment in CTOPI, and was similarly due to faitue adjustments on the underlying investmentierfund.

Loss from CT Legacy RE

During the second quarter of 2011, we recognize@ $@llion of adjusted loss from CT Legacy REIT.€Tloss wa
driven by loan loss provisions recorded at CT LgdREIT during the second quarter of 2011.

Intercompany dividenc

We recorded dividend income of $1.9 million fromr @wnership of the class A preferred stock of Chaey REI
during the second quarter of 2011. There were wideids received during the first quarter of 2011.

Income tax provisiol

We recorded a $1.1 million income tax provisionidgrthe second quarter of 2011, comprised of a $2llon
accrual for taxes payable on our expected usetafperating loss carryforwards at Capital Trust, liand a $939,0(
deferred income tax benefit related to our tax&t4T subsidiary, CTIMCO.

IV. CT LegacyREIT, as Adjusted and Deconsolidatet

Interest Earning Assets

CT Legacy REITS investment portfolio includes various types ofmeoeercial mortgage backed securities
collateralized debt obligations, or Securities, aathmercial real estate loans and related instrtsnen Loans. W
collectively refer to these as Interest EarningeAssThe table below shows CT Legacy RElTriterest Earning Asst
as of June 30, 2011 and December 31, 2010 on arstadjbasis. See section Ill above for a presentadi
discussion of CT Legacy REIT's adjusted balanceshrd operating results.

CT Legacy REIT Interest Earning Assets

(in millions) June 30, 2011 December 31, 2010
Book Value  Yield @ Book Value  Yield ()
Securities hel-to-maturity @ $31 8.8%% $— —
Loans receivable, ni 247 4.3t — —
Loans held-for-sale, net 32 6.2€ — —
Subtotal / Weighted Average $31( 5.00% $— —

(1) Yield on floating rate assets assumes LIBOR of &1
(2) Weighted average yield excludes $27.0 million ¢ireed interests in CT CDO Ill which represent badinatt



investment that is paid an amount of interest basedhe total cash flows of the CDO collateral &ssac
period.
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The table below details the overall credit profieCT Legacy REITS Interest Earning Assets, which includes
Loans against which we have recorded a provisiodofan losses, or reserves, (ii) Securities whiakehbeen other-
thantemporarily impaired, and (iii) Loans and Secusitthat are categorized as Watch List Assets, wdnielcurrentl
performing but pose a higher risk of nparformance and/or loss. We actively monitor anchage Watch List Asse
to mitigate these risks in our portfolio.

Portfolio Performance - CT Legacy REIT ()

(in millions, except for number of investments) June 30, 201! December 31, 201
Interest earning assets, CT Legacy REIT ($ $310/ 3! $—/—
Impaired Loan{®
Performing loans ($ /¢ $68 / € $—/—
Non-performing loans ($ / #) $10/ - $—/—
Total ($/#) $78 /¢ $—/—
Percentage of interest earning as 25.2% —%
Impaired Securitie® ($ / #) $15/ ¢ $—/—
Percentage of interest earning as 4.7% —%

Watch List Asset®)

Watch list loans ($/ # $108 /¢ $—/—
Watch list securities ($ / #) $16 / ¢ $—/—
Total ($/#) $124/ 1: $—/—
Percentage of interest earning as 40.(% —%

(1) Portfolio statistics includes loans held-feale. All amounts are calculated on an adjuste@sb8ge section Il above for
presentation and discussion of CT Legacy F's adjusted balance sheet and operating re

(2) Amounts represent net book value after prowsifor loan losses, valuation allowances on Idsid-for-sale and other-than-
temporary impairments of securitie

(3) Watch List Assets exclude Loans against which weeh@corded a provision for loan losses or valuatdlowance, ar
Securities which have been ot-thar-temporarily impaired

Interest Bearing Liabilities

As of June 30, 2011, CT Legacy RE$Tdebt obligations, which we collectively refera® Interest Bearing Liabilitie
include its repurchase obligations and mezzaniam, Iboth of which are nomecourse to us. The table below desci
CT Legacy REITS Interest Bearing Liabilities as of June 30, 2@hdl December 31, 2010 on an adjusted basit
section Il of management’s discussion and analgsifurther details of CT Legacy REI3 adjusted balance sheet
operating results.

Interest Bearing Liabilities

(Principal balance, in millions) June 30, 2011 December 31, 2010
Repurchase obligatior $11¢ $—
Mezzanine loan 63 —

Total CT Legacy REIT debt obligations $18: $—
Weighted average effective cost of CT Legacy RE4Ht(1) () 8.22% N/A

Q) Floating rate debt obligations assume LIBOR of @01& June 30, 201
2) Including the impact of interest rate hedgéth wn aggregate notional balance of $61.0 milksnof June 30, 2011, the effective ialleos
of CT Legacy REI"s debt obligations would be 9.90% per ann

Repurchase Obligatior

As of June 30, 2011, CT Legacy REIT was party te mpurchase obligation, which is n@course to Capital Tru
Inc., has an aggregate outstanding balance of $Xi#flion and an alin cost of LIBOR plus 2.50% per annum (2.€
at June 30, 2011).

During the second quarter of 2011, $185.4 milliéilCd Legacy REITS repurchase obligations were repaid, inclu

the full repayment and termination of the Morgamarty and Citigroup facilities and a release of thmaining
collateral thereunder, as well as a $54.1 milligpayment of the JP Morgan facility.
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See Note 10 to our consolidated financial statemémt additional discussion of the terms of CT Leg&®EIT's
repurchase obligations.

Mezzanine Loa

CT Legacy REIT entered into an $83.0 million mezmarioan with Five Mile (which was subsequently ueed t(
$63.0 million as of June 30, 2011) that carriess&% per annum interest rate, of which 7.0% pemuemmay b
deferred, and that matures on March 31, 2016. Teezanine loan is norecourse to Capital Trust, Inc. except
certain limited non-recourse, “bad boy” carve outs.

During the second quarter of 2011, $20.0 millionhef mezzanine loan was repaid using proceedstheratisfactio
of former Morgan Stanley and Citigroup repurchasslity collateral assets.

See Note 10 to our consolidated financial statemémt additional discussion of the terms of CT Leg&®EIT's
mezzanine loan.

Quarterly Performance
The following table describes the activity in CTdaey REITS balance sheet accounts, on an adjusted basisg diue
second quarter of 2011:

Comparison of adjusted balance sheet of CT LegacyERT: As of June 30, 2011 vs. March 31, 201
(in thousands

Q2 2011 Q1 2011 Change % Change
Assets:
Restricted cas $10,22! $4,21% $6,01: 142.7%
Securities hel-to-maturity 30,66: 30,00¢ 65E 2.2%
Loans receivable, ni 247,19( 495,41 (248,22) (50.1%)
Loans hel-for-sale, ne 32,101 — 32,10° N/A
Prepaid expenses and other assets 5,99¢ 10,14¢ (4,159 (40.9%)
Total adjusted assets $326,18! $539,78: ($213,60) (39.€%)
Liabilities and Shareholders' Equity
Liabilities:
Accounts payable and accrued expel $1,38¢ $6E $1,32( N/A
Repurchase obligatior 119,34 304,75( (185,40) (60.8%)
Mezzanine loal 51,63! 67,23¢ (15,60%) (23.2%)
Interest rate hedges liabilites 8,28¢ 7,51¢ 77C 10.2%
Total adjusted liabilite 180,64° 379,56¢ (198,92) (52.4%)
Total Adjusted Shareholders' Equity 145,53: 160,21: (14,680 (9.2%)
Total adjusted liabilities and shareholders'
equity $326,18! $539,78: ($184,24) (39.€%)

Restricted cas

Restricted cash increased by $6.0 million durirggbcond quarter of 2011. This was primarily du@)t$24.1 millior
of net proceeds from investments, (ii) $5.4 milliohnet interest on investments, and (iii) $889,@@@istribution:
from CT CDO llIl. This was offset by (i) a $20.0 tiwh repayment of the mezzanine loan, (i) a $2iBion paymen
of current and capitalized interest on the mezaioan, (iii) $1.3 million of preferred stock digwtions to Capit:
Trust, Inc., and (iv) $300,000 of general and adstiative expenses.

Securities held-to-maturity

During the second quarter of 2011, securities belchaturity increased by $655,000. This was primadlye tc
changes in recovery expectations on CT CDO lII.
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Loans receivable, n¢
During the second quarter of 2011, loans receivdbteeased by $248.2 million. This decrease wasgyily due to (i)
loan repayments of $207.0 million, (i) a $32.1 lroit transfer to loans-held-for sale, and (iii) $9million of
provisions for loan losses.
Loans hel+for-sale, net
At June 30, 2011, CT Legacy REIT classified onenl@ath a gross book value of $32.3 million as hieldsale. It
recorded a $224,000 valuation allowance to refleistloan at its approximate fair value of $32.1liom. There were
no loans classified as held-for-sale as of March2811.

Prepaid expenses and other as:

During the second quarter of 2011 prepaid expenseother assets decreased by $4.2 million. Thisedse was
primarily due to collection of receivables durifmgtsecond quarter of 2011.

Accounts payable and accrued exper

Accounts payable and accrued expenses at June02Q, iclude an accrual for unpaid preferred stowkddnds,
interest payable on repurchase obligations andhé®zanine loan, and accrued professional fees.

Repurchase obligatior

Repurchase obligations decreased by $185.4 miflioing the second quarter of 2011 due to prindipphyments of
collateral assets. This included the full repaynserd termination of the Morgan Stanley and Citigréacilities and a
release of the remaining collateral thereundewelbas a $54.1 million repayment of the JP Mor{gmility.

Mezzanine loal

The mezzanine loan decreased by $15.6 million dua $20.0 million paydown, offset by an acceleratai the
amortization of the discount associated with theipio of the debt that was repaid.

Interest rate hedge liabilitie

The decrease in the fair value of interest rategbsdeflects changes in the yield curve over tigedi the respective
hedges.

Total adjusted shareholders equity

Adjusted shareholders’ equity decreased primarilg tb the $14.7 million adjusted net loss for tleeiqd. See the
preceding adjusted income statement for detaiteefidjusted net loss.

The following table compares CT Legacy REIT's opi@gresults, on an adjusted basis, during the éirsl second
quarters of 2011:

Comparison of adjusted operating results of CT Legey REIT: Three Months Ended June 30, 2011 vs. MarcB1, 2011

(in thousands

Q2 2011 Q12011 Change % Change

Income from loans and other investmel
Interest and related incon $7,54: $— $7,541 N/A
Less: Interest and related expenses 10,18 74 10,11: N/A
Income from loans and other investments (2,646 (74) (2,572 N/A

Other expense:

General and administrative 517 1,31( (799 (60.5%)
Total other expense 517 1,31(C (799 (60.5%)
Provisions for loan losse (9,439 — (9,439 N/A
Valuation allowance on loans h-for-sale (229) — (229) N/A
Intercompany dividends (1,896 — (1,896 N/A
(11,559 — (11,55 N/A

Adjusted net loss ($14,71) ($1,389 ($13,33) 963.9%




Income from loans and other investments,

All interest earning assets were transferred toL€@acy REIT as of March 31, 2011. During the secqnarter c
2011, CT Legacy REIT recorded interest income ab$fillion. CT Legacy REIT also assumed $304.7 ionillof
legacy repurchase obligations and interest ratgdmend obtained an $83.0 million mezzanine loam firive Mile ot
March 31, 2011. During the second quarter of 2@IMN | egacy REIT recorded interest expense of $10liBm This
included interest expense related to the repurcfeasities, interest rate hedges and mezzanine,laad a ondime

charge of $4.4 million due to the acceleration ofoatization of discount from the $20.0 million payd of the
mezzanine loan.
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General and administrative expenses

General and administrative expenses are primaolyprised of professional fees. The general and @idtrative
expenses for the first quarter of 2011 were pritpaasts associated with our March 2011 restrueturi

Provision for loan losse
During the second quarter of 2011, we recordecdugigion for loan losses against three loans.
Valuation allowance on loans held-for-sale

During the second quarter of 2011 we recorded & $2® valuation allowance against one loan whick elassifiel
as held-for-sale.

Intercompany dividenc

We recorded preferred stock dividends of $1.9 millpayable to Capital Trust Inc. in the second tguanf 2011.
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Note on Forward-Looking Statements

Except for historical information contained herethis quarterly report on Form 10-Q contains fomvkoking
statements within the meaning of the Section 21thefSecurities Exchange Act of 1934, as amendbit;iwinvolve
certain risks and uncertainties. Forwdodking statements are included with respect topragnother things, o
current business plan, business and investmenegiraaccess to capital and portfolio managememes@& forward-
looking statements are identified by their use wéhsterms and phrases as “intend,” “goal,” “estiatexpect,”
“project,” “projections,” “plans,” “seeks,” “antipates,” “should,” “could,” “may,” “designed to,” tkeseeable future,”
“believe,” and “scheduledand similar expressions. Our actual results ormuts may differ materially from thc
anticipated. Readers are cautioned not to placeaineliance on these forwalabking statements, which speak c
as of the date the statement was made. We assurnéligation to publicly update or revise any foradwoking
statements, whether as a result of new informafigare events or otherwise.

Important factors that we believe might cause datesults to differ from any results expressedmplied by thes
forward-looking statements are discussed in the fastors contained in Exhibit 99.1 to this Form-QQwhich ar
incorporated herein by reference. In assessingdatooking statements contained herein, readers ayeduto rea
carefully all cautionary statements contained ia BForm 10-Q.
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ITEM 3. Quantitative and Qualitative Disclosures About Market Risk

Interest Rate Risk

The principal objective of our asset and liabiliyanagement activities is to maximize net interaesbine whili
minimizing levels of interest rate risk. Interest@éme and interest expense are subject to theofiskhterest rat
fluctuations. In certain instances, to mitigate ifmpact of fluctuations in interest rates, we usteriest rate swaps
effectively convert floating rate liabilities tox&d rate liabilities for proper matching with fixedte assets. Ea
derivative used as a hedge is matched with a iliahilith which it is expected to have a high coaten. The swa
agreements are generally heldraturity and we do not use interest rate derivdfinancial instruments for tradil
purposes. The differential to be paid or receivedhese agreements is recognized as an adjustmarietest expen:
and is recognized on the accrual basis.

As of June 30, 2011, a 100 basis point changeBOIR would impact our net income by approximately4$aillion.

Credit Risk

Our loans and investments, including our fund itwents, are also subject to credit risk. The ulter@erformanc
and value of our loans and investments depends timoewners'ability to operate the properties that serve a:
collateral so that they produce cash flows adeqtafmay interest and principal due to us. To manitds risk, ou
asset management team continuously reviews oustimesnt portfolio and in certain instances is instant conta
with our borrowers, monitoring performance of tlelateral and enforcing our rights as necessary.
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The following table provides information about dimancial instruments that are sensitive to changésterest rate
as of June 30, 2011, including instruments heldatliy by Capital Trust, Inc., as part of the CT aeg REIT portfolio
and in consolidated securitization vehicles. Foaffiicial assets and debt obligations, the tableeptegace balance a
weighted average interest rates. For interestsnasps, the table presents notional amounts anchtegigaverage fixe
pay and floating receive interest rates. Theseonatiamounts are used to calculate the contracasi flows to k
exchanged under each contract.

Financial Assets and Liabilities Sensitive to Chargs in Interest Rates as of June 30, 20.
(in thousands

Capital Trust, Inc. Debt Obligations:

Secured Notes

Fixed rate dek $7,52¢
Interest rat(® 8.1¢%
Floating rate det $—

Interest rat®) —

CT Legacy REIT Assets:

Securities Loans Receivable Total
Fixed rate asse $34,14¢ $49,92: $84,06¢
Interest rat( 8.24% 8.41% 8.34%
Floating rate asse $1,58¢ $351,67: $353,26.
Interest rat(® 4.06% 3.4% 3.4%

CT Legacy REIT Debt Obligations:

Repurchase Obligation: Mezzanine Loan Total
Fixed rate dek $— $63,00( $63,00(
Interest rat() — 15.0(% 15.0(%
Floating rate del $119,34: $— $119,34:
Interest rat(@ 2.65% — 2.6%

CT Legacy REIT Derivative Financial

Instruments:
Notional amount $61,00:
Fixed pay rat® 5.17%
Floating receive ra® 0.1%

Assets of Consolidated Securitization Vehicle:

Securities Loans Receivable Total
Fixed rate asse $536,26: $214,20! $750,46:!
Interest rat(® 6.52% 8.1&% 7.01%
Floating rate asse $24,99¢ $1,526,51 $1,551,51
Interest rat(® 1.77% 1.75% 1.7°%

Non-Recourse Debt Obligations of Consolidated Securitiion Vehicles:

CT CDOs Other Vehicles Total
Fixed rate dek $247,20: $88,60° $335,80:!
Interest rat(®) 5.32% 7.11% 5.7%
Floating rate del $597,49: $1,195,68 $1,793,17
Interest rat®) 0.7%% 0.91% 0.86%

Derivative Financial Instruments of Consolidated Seuritization Vehicles:

Notional amount $319,17I
Fixed pay rat® 4.9%
Floating receive ra 0.1%

(1) Represents weighted average rates where applidabkting rates are based on LIBOR of 0.19%, wliscthe rate as of Ju
30, 2011
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ITEM 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

An evaluation of the effectiveness of the desigd aperation of our “disclosure controls and procedt (as define
in Rule 13a-15(e) under the Securities Exchangeofd934, as amended (the “Exchange Actdy,of the end of tt
period covered by this quarterly report was maddeuthe supervision and with the participation of managemer
including our Chief Executive Officer and Chief Rircial Officer. Based upon this evaluation, oureCiixecutivi
Officer and Chief Financial Officer have concludisht our disclosure controls and procedures (a)effiective tc
ensure that information required to be disclosed$in reports filed or submitted under the Excleafgt is recorde:
processed, summarized and reported within the fere®ds specified by Securities and Exchange Cosiarnisrule:
and forms and (b) include, without limitation, cai$ and procedures designed to ensure that intmmeequired t
be disclosed by us in reports filed or submittedlamnthe Exchange Act is accumulated and commurmictteou
management, including our Chief Executive Officerd aChief Financial Officer, as appropriate to alldimely
decisions regarding required disclosure.

Changes in Internal Controls

There have been no significant changes in our rfialecontrol over financial reporting” (as definedRule 13a15(f)
of the Exchange Act) that occurred during the mkdovered by this quarterly report that have maligriaffected, ¢
are reasonably likely to materially affect, oureimtal control over financial reporting.
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ITEM 1A:

ITEM 2:

ITEM 3:

ITEM 4:

ITEM 5:

Index
PART Il. OTHER INFORMATION

Legal Proceedings

On June 2, 2011, Philips International Investmehts;, as plaintiff, commenced a lawsuit against
several of our affiliates, as well as other ungféd entities and individuals, in the Supreme Cotithe
State of New York, County of New York, arising aftthe acquisition of certain real properties im
Lehigh Valley, Pennsylvania area by a private gqfitnd managed by our investment manage
subsidiary. The properties were purchased fromrhybroperty Trust, a publicly traded REIT, afthe
plaintiff failed to close on the acquisition of tpeoperties, an acquisition effort that was undextaby
plaintiff before our investment management subsyd@ursued the purchase of the properties. PI§
alleges causes of action against, and seeks darfragesus for (i) breaches of fiduciary duty andfc
of co-defendants not affiliated with us on the tiyethat we were either a partner of thedefendants «
their agent, (ii) aiding and abetting the allegestifl and (iii) tortuous interference with contrafaintiff
seeks damages from us in the amount of $100 mil\l/da are vigorously defending against these cl
and believe that they are wholly without merit. Quotion to dismiss the action is currently pen
before the court.

Risk Factors

In addition to the other information discussedhis tquarterly report on Form 1@Q; please consider t
risk factors provided in our updated risk factotmehed as Exhibit 99.1, which could materiallyea
our business, financial condition or future resuftdditional risks and uncertainties not currerkhowr
to us or that we deem to be immaterial may adwvect our business, financial condition, or Gterc
results.

Unregistered Sales of Equity Securities and Use Bfoceeds
None.

Defaults Upon Senior Securitie:
None.

(Removed and Reserved

Other Information
None.
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3.1a

3.1b

3.2a

3.2b

10.1

31.1

31.2

32.1

32.2

99.1

101.INS

101.SCH

101.CAL

101.LAB

101.PRE

101.DEF
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Exhibits

Charter of Capital Trust, Inc. (filed ashifxt 3.1.a to Capital Trust, Ins.’Current Report ¢
Form &K (File No. 1-14788) filed on April 2, 2003 and incorporated letey reference)
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Exhibit 31.1

CERTIFICATION
PURSUANT TO 17 CFR 240.13a-14
PROMULGATED UNDER
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Stephen D. Plavin , certify that:

1.

I have reviewed this quarterly report on Forn-Q of Capital Trust, Inc.

2. Based on my knowledge, this report does not corgajnuntrue statement of a material fact or ométade .

material fact necessary to make the statements ,nindight of the circumstances under which ¢
statements were made, not misleading with respebietperiod covered by this repc

Based on my knowledge, the financial statementd, @her financial information included in this refp
fairly present in all material respects the finaha@ondition, results of operations and cash flafighe
registrant as of, and for, the periods presenteldisgnreport;

The registrarg’ other certifying officer and | are responsible &stablishing and maintaining disclos
controls and procedures (as defined in ExchangeRaitgs 13a-15(e) and 13d{(e)) and internal control o\
financial reporting (as defined in Exchange Actédul 3-15(f) and 15-15(f)) for the registrant and ha

(a) Designed such disclosure controls and proceduresaused such disclosure controls and procedu
be designed under our supervision, to ensure tatgmal information relating to the registrant,lirding
its consolidated subsidiaries, is made known tbysthers within those entities, particularly dugyitine
period in which this report is being prepar

(b) Designed such internal control over financial réipgr or caused such internal control over finak
reporting to be designed under our supervisiomrtwide reasonable assurance regarding the rétye
of financial reporting and the preparation of fineh statements for external purposes in accorduauiitty
generally accepted accounting princip!

(c) Evaluated the effectiveness of the regigtsadisclosure controls and procedures and preseémteds
report our conclusions about the effectivenesdefdisclosure controls and procedures, as of theot
the period covered by this report based on sucluatian; anc

(d) Disclosed in this report any change in the regm®ainternal control over financial reporting 1
occurred during the registrant's most recent figcalrter (the registrant's fourth fiscal quartethia cas
of an annual report) that has materially affecteds reasonably likely to materially affect, thegistrant'
internal control over financial reporting; a

The registrard’ other certifying officer and | have disclosedsdxh on our most recent evaluation of inte
control over financial reporting, to the registrarauditors and the audit committee of registrauitbard ¢
directors (or persons performing the equivalentfiams):

(a) All significant deficiencies and material weaknesge the design or operation of internal controér
financial reporting which are reasonably likely adversely affect the registrasitability to recorc
process, summarize and report financial informatéond

(b) Any fraud, whether or not material, that involveamagement or other employees who have a signi
role in the registra’s internal control over financial reportir

Date: August 3, 2011

/s/ Stephen D. Plavin
Stephen D. Plavin
Chief Executive Officer




Exhibit 31.2

CERTIFICATION
PURSUANT TO 17 CFR 240.13a-14
PROMULGATED UNDER
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Geoffrey G. Jervis, certify that:

1.

| have reviewed this quarterly report on Forn-Q of Capital Trust, Inc.

2. Based on my knowledge, this report does not corgtajnuntrue statement of a material fact or omitéde

material fact necessary to make the statements ,nindight of the circumstances under which ¢
statements were made, not misleading with respetietperiod covered by this repc

Based on my knowledge, the financial statementd, @her financial information included in this refp
fairly present in all material respects the finaha@ondition, results of operations and cash flafighe
registrant as of, and for, the periods presenteldisgnreport;

The registrarg’ other certifying officer and | are responsible &stablishing and maintaining disclos
controls and procedures (as defined in ExchangeRaitgs 13a-15(e) and 18d{(e)) and internal control o\
financial reporting (as defined in Exchange Actéaul 3-15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and proceduresaused such disclosure controls and procedu
be designed under our supervision, to ensure tatgmal information relating to the registrant,lirding
its consolidated subsidiaries, is made known tbysthers within those entities, particularly duyitine
period in which this report is being prepar

(b) Designed such internal control over financial réipgr or caused such internal control over finak
reporting to be designed under our supervisiomrtwide reasonable assurance regarding the rétye
of financial reporting and the preparation of fineh statements for external purposes in accorduauiitty
generally accepted accounting princip!

(c) Evaluated the effectiveness of the regigtsadisclosure controls and procedures and preseémteds
report our conclusions about the effectivenesdefdisclosure controls and procedures, as of theot
the period covered by this report based on sucluatian; anc

(d) Disclosed in this report any change in the regmfainternal control over financial reporting 1
occurred during the registrant's most recent figcalrter (the registrant's fourth fiscal quartethia cas
of an annual report) that has materially affecteds reasonably likely to materially affect, tregistrant'
internal control over financial reporting; a

The registrand’ other certifying officer and | have disclosedsdxh on our most recent evaluation of inte
control over financial reporting, to the registrarauditors and the audit committee of registrauitbard ¢
directors (or persons performing the equivalentfiams):

(a) All significant deficiencies and material weaknesge the design or operation of internal controér
financial reporting which are reasonably likely adversely affect the registrasitability to recorc
process, summarize and report financial informatéond

(b) Any fraud, whether or not material, that involveamagement or other employees who have a signi
role in the registra’s internal control over financial reportir

Date: August 3, 2011

/sl Geoffrey G. Jervis
Geoffrey G. Jervis
Chief Financial Officer




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Capifalist, Inc. (the “* Compan¥) on Form 10Q for the perio
ended June 30, 2011 as filed with the SecuritigsEarthange Commission on the date hereof (the ‘bRé&p |,
Stephen D. Plavin, Chief Executive Officer of thenipany, certify, pursuant to 18 U.S.C. Section 13&
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002, that:

1. The Report fully complies with the requirementssettion 13(a) or 15(d) of the Securities Exch:i
Act of 1934; anc

2. The information contained in the Report fairly mets, in all material respects, the financial ctad
and results of operations of the Compse

/sl Stephen D. Plavin
Stephen D. Plavin
Chief Executive Officer
August 3, 2011

This certification accompanies each report purstiar8ection 906 of the Sarban®@sley Act of 2002 and shi
not, except to the extent required by the Sarb&hdsy Act of 2002, be deemed filed by the Compaos
purposes of Section 18 of the Securities Exchargeof\1934, as amended.

A signed original of this written statement reqditey Section 906 has been provided to the Compadynéll be
retained by the Company and furnished to the Séesiand Exchange Commission or its staff uponesgu



Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Capifalist, Inc. (the “* Compan¥) on Form 10Q for the perio
ended June 30, 2011 as filed with the SecuritigsEarthange Commission on the date hereof (the ‘bRé&p |,
Geoffrey G. Jervis, Chief Financial Officer of tl@mpany, certify, pursuant to 18 U.S.C. Section (0] 3%
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002, that:

1. The Report fully complies with the requirementssettion 13(a) or 15(d) of the Securities Exchangt
of 1934; anc

2. The information contained in the Report fairly pmets, in all material respects, the financial cbod
and results of operations of the Compe

/sl Geoffrey G. Jervis
Geoffrey G. Jervis
Chief Financial Officer
August 3, 2011

This certification accompanies each report purstiar8ection 906 of the Sarban®@sley Act of 2002 and shi
not, except to the extent required by the Sarb&hdsy Act of 2002, be deemed filed by the Compaos
purposes of Section 18 of the Securities Exchargeof\1934, as amended.

A signed original of this written statement reqditey Section 906 has been provided to the Compadynéll be
retained by the Company and furnished to the Séesiand Exchange Commission or its staff uponesgu



Exhibit 99.1
RISK FACTORS

Risks Related to Our Investment Activities

Our current business is subject to a high degreerisk. Our assets and liabilities are subject tocheasing risk due
to the impact of market turmoil in commercial realstate. Our efforts to stabilize our business witie restructuring
of our debt obligations may not be successful asr dualance sheet portfolio is subject to the risk &frther
deterioration and ongoing turmoil in the financiamnarkets.

Our portfolio is comprised of debt and related riegts, directly or indirectly secured by commercizdl estate.
significant portion of these investments are indinate positions, increasing the risk profileooir investments &
underlying property performance deteriorates. Farrttore, we have leveraged our portfolio at the aae level
effectively further increasing our exposure to lass our investments. The recent financial markemail and
economic recession has resulted in a material idedéion in the value of commercial real estate dnaimatically
reduced the amount of capital to finance the cororakreal estate industry (both at the property emigborate level)
Given the composition of our portfolio, the levesag our capital structure and the continuing niegaitmpact of the
commercial real estate market turmoil, the risksoemted with our business have dramatically irsdaEven witl
our March 2009 and March 2011 debt restructurimgsmay not be able to satisfy our obligations toleaders. Thi
impact of the economic recession on the commere&llestate sector in general, and our portfoliparticular, cannc
be predicted and we expect to experience signifidafaults by borrowers and other impairments toiovestments
These events may trigger defaults under our restred debt obligations that may result in the eiserof remedie
that may cause severe (and potentially complessel®in the book value of our investments. Thegefam investmer
in our class A common stock is subject to a highree of risk.

We need to recapitalize our business in order tantoence balance sheet investment activity and thésyrmvolve &
high cost of capital and significant dilution to aushareholders.

In order to commence balance sheet investmentityctive will need to obtain substantial additioeabital for whick
we can provide no assurances. The capital marlkets hot completely recovered from the financiasisrand even |
we can access the capital markets, any new capitahise may be at a high cost and/or involve &gt dilution to
our shareholders.

The U.S. and other financial markets have been urrhoil, and the U.S. and other economies in whiclewvest are
in the midst of a weak recovery from the recent e&vrecession that can be expected to negativelgaich our
operations.

The U.S. and other financial markets have beenrexpeEng extreme dislocations and a severe comnbraat available
liquidity globally as important segments of theditenarkets are frozen as lenders are unwillingraable to originat
new credit. Global financial markets have beenugited by, among other things, volatility in secugrices, credi
rating downgrades, sovereign debt default conceursency devaluation, and the failure and neduriaiof a numbe
of large financial institutions and declining vdioas, and this disruption has been acute in re@ite related market
This disruption has lead to a decline in businesd eonsumer confidence and increased unemploynrehthas
precipitated a severe economic recession aroungdltihe where recoveries have been weak and malyenstistainec
As a consequence, owners and operators of commemah estate that secure or back our investmeatse
experienced distress and commercial real estateesdlave declined substantially. We are unableddigt the likely
duration or severity of the current disruption inahcial markets and adverse economic conditionglwhould
materially and adversely affect our business, forncondition and results of operations, includilegding tc
significant impairment to our assets and our abiitgenerate income.




Our existing loans and investments expose us taghtdegree of risk associated with investing in festate assets.

Real estate historically has experienced signifif@actuations and cycles in performance that mesult in reductior
in the value of our real estate related investmehie performance and value of our loans and invests onc
originated or acquired by us depends upon manpifautteyond our control. The ultimate performanag zalue of ou
investments is subject to the varying degreessiifgenerally incident to the ownership and openatibthe propertie
which collateralize or support our investments. Thémate performance and value of our loans angsStment
depends upon, in large part, the commercial prgpeviner's ability to operate the property so that it prost
sufficient cash flows necessary either to pay tierest and principal due to us on our loans awésiments or pay
as an equity advisor. Revenues and cash flows magbersely affected by:

- changes in national economic conditions;

» changes in local real estate market conditions tduehanges in national or local economic conditior
changes in local property market characteris

« the extent of the impact of the current turmoiltie financial markets, including the lack of avbi&adeb
financing for commercial real esta

- tenant bankruptcies;

« competition from other properties offering the sasnsimilar services;

« changes in interest rates and in the state ofébeahd equity capital markets;

« the ongoing need for capital improvements, pardidylin older building structures;

« changes in real estate tax rates and other opgmtipenses;

- adverse changes in governmental rules and fisdaigm civil unrest, acts of God, including eantlagges
hurricanes and other natural disasters, and aatsaobr terrorism, which may decrease the avaitshif or
increase the cost of insurance or result in unadilosses

« adverse changes in zoning laws;

« the impact of present or future environmental llagien and compliance with environmental laws;

« the impact of lawsuits which could cause us to lirsgignificant legal expenses and divert manageradintie
and attention from our d-to-day operations; an

« other factors that are beyond our control and terol of the commercial property owners.

In the event that any of the properties underlyingcollateralizing our loans or investments expesés any of tr
foregoing events or occurrences, the value of,rafdn on, such investments, our profitability dhd market price
our class A common stock would be negatively impdctn addition, our restructured debt obligatiamntair
covenants which limit the amount of protective isiveents we may make to preserve value in collassaliring ot
investments.




A prolonged economic slowdown, a lengthy or sevezeession characterized by a weak recovery, a curitig
credit crisis, or declining real estate values cdiiarm our operations or may adversely affect oiguidity.

We believe the risks associated with our businessrere severe during periodsesfonomic slowdown or recessi
like those we are currently experiencing, partiduld these periods are accompanied by declinee estate values.
The recent dislocation of the global credit markaatsl anticipated collateral consequences to comabexctivity of
businesses unable to finance their operationscasresl has lead to a weakening of general econaeoniditions ant
precipitated declines in real estate values andrailse exacerbated troubled borroweasility to repay loans in ot
portfolio or backing our CMBS. We have made loamshotels, an industry whose performance has beegrelg
impacted by the recent recession. Declining retdtesvalues would likely reduce the level of newrmpage loar
originations, since borrowers often use increasdhe value of their existing properties to suppbe purchase of ¢
investment in additional properties, which in teould lead to fewer opportunities for our investt@&orrowers ma
also be less able to pay principal and interesbuanloans as the real estate economy continuegéixen. Continue
weakened economic conditions could negatively affecupancy levels and rental rates in the marietshich the
collateral supporting our investments are locatddch, in turn, may have a material adverse impacbur cash flow
and operating results of our borrowers. Furthecjidieg real estate values like those occurringhe commercial re:
estate sector significantly increase the likelihdioat we will incur losses on our loans in the @vefndefault becaus
the value of our collateral may be insufficienttwver our basis in the loan. Any sustained peritid@eased payme!
delinquencies, foreclosures or losses could adlyeadtect both our net interest income from loanur portfolio as
well as our ability to operate our investment mamagnt business, which would significantly harm oewenues
results of operations, financial condition, liquydibusiness prospects and our share price.

We are exposed to the risks involved with makingpstdinated investments.

Our subordinated investments involve the risksnai@@t to investments consisting of subordinateddaand simila
positions. Subordinate positions incur losses leefibre senior positions in a capital structure aasl,a resuli
foreclosures on the underlying collateral can redac eliminate the proceeds available to satisfy subordinate
investment. Also, in certain cases where we expee@ppraisal reductions, we may lose our comiglliass status
special servicer designation rights. In many cassmagement of our investments and our remedids rg&pec
thereto, including the ability to foreclose on d@nedt decisions with respect to the collateral siegusuch investment
is subject to the rights of senior lenders andritjlets set forth in intecreditor or servicing agreements. Our inter
and those of the senior lenders and other intatgseies may not be aligned, which can lead tpudess and litigatior

We are subject to counterparty risk associated witlr debt obligations and interest rate swaps.

Our counterparties for these critical financial atEnships include both domestic and internatiofiaéncial
institutions. Many of them have been severely ingdidy the credit market turmoil and have been e&peing
financial pressures. In some cases, our count@pdrave filed bankruptcy, leading to financialsies for us.

We may guarantee many of our debt and contingenligdttions.

We may guarantee the performance of many of ouigatibns, including, but not limited to, our rephase
agreements, derivative agreements, obligationsotmwest in our investment management vehicles arskaurec
indebtedness. The ngerformance of such obligations may cause lossas tn excess of the capital we initially rr
have invested or committed under such obligatiort there is no assurance that we will have suffic@apital tc
cover any such losses.

Our success depends on the availability of attraetinvestments and our ability to identify, strucey consummate
leverage, manage and realize returns on attractinmeestments.

Our operating results are dependent upon the &i#yeof, as well as our ability to identify, strture, consummat
leverage, manage and realize returns on, credditseninvestment opportunities for our managediclel and ou
balance sheet assuming we are able to resume balheet investment activity. In general, the abdita of desirable
investment opportunities and, consequently, ouarnmd sheet returns and our investment manageméitles
returns, will be affected by the level and volafilof interest rates, conditions in the financiahriets, gener:
economic conditions, the demand for credit sereifiwestment opportunities and the supply of chgda such
investment opportunities. We cannot make any assagthat we will be successful in identifying aethsummatin
investments which satisfy our rate of return oliyexst or that such investments, once consummatddp&rform as
anticipated. In addition, if we are not succes#fuinvesting for our investment management vehjcles potentia
revenues we earn from management fees andvestment returns will be reduced. We may expegdificant time
and resources in identifying and pursuing targatedstments, some of which may not be consummated.




The real estate investment business is highly cotitipe. Our success depends on our ability to cotepeith other
providers of capital for real estate investmer

Our business is highly competitive. Competition n@use us to accept economic or structural featimresur
investments that we would not have otherwise aeckpnd it may cause us to search for investmentaairkets
outside of our traditional product expertise. Wenpete for attractive investments with traditionahding source:
such as insurance companies and banks, as welthas REITS, specialty finance companies and privedaity
vehicles with similar investment objectives, whiolay make it more difficult for us to consummate aarget
investments. Many of our competitors have greatential resources and lower costs of capital tvando, whict
provides them with greater operating flexibilitydaa competitive advantage relative to us.

Our loans and investments may be subject to flud¢taas in interest rates which may not be adequatptptected, ol
protected at all, by our hedging strategi¢

Our current balance sheet investments include leatisboth floating interest rates and fixed instreates. Floatin
rate investments earn interest at rates that aftust time to time (typically monthly) based upom iadex (typically
one month LIBOR). These floating rate loans aralated from changes in value specifically due targfes in intere:
rates; however, the coupons they earn fluctuatechapon interest rates (again, typically one matBOR) and, in ¢
declining and/or low interest rate environment,sthéoans will earn lower rates of interest and il impact our
operating performance. Fixed interest rate investmédiowever, do not have adjusting interest rates as prevailin
interest rates change, the relative value of tkedficash flows from these investments will caudem@lly significant
changes in value. We may employ various hedgirafesiies to limit the effects of changes in interas¢s (and il
some cases credit spreads), including engagingterest rate swaps, caps, floors and other inteatstderivative
products. We believe that no strategy can complétsllate us or our investment management vehfobas the risks
associated with interest rate changes and theeerisk that they may provide no protection at altl gpotentially
compound the impact of changes in interest ratesigithg transactions involve certain additional sisguch a
counterparty risk, the legal enforceability of hedgcontracts, the early repayment of hedged tictitses and the ris
that unanticipated and significant changes in @derates may cause a significant loss of basikdrcontract and
change in current period expense. We cannot makeaes that we will be able to enter into hedgriagsactions ¢
that such hedging transactions will adequatelygmtotis or our investment management vehicles aghiegoregoing
risks.

Accounting for derivatives under GAAP is extremelymplicated. Any failure by us to account for owridatives
properly in accordance with GAAP on our consolidatimancial statements could adversely affect amiags. Ir
particular, cash flow hedges which are not peryectrrelated (and appropriately designated andémurchented a
such) with a variable rate financing will impactraeported income as gains, and losses on theeittefé portion o
such hedges.

Our use of leverage may create a mismatch with thieation and index of the investments that we ameancing.

We attempt to structure our leverage to minimize difference between the term of our investmentstha leverag
we use to finance each investment. In March 20a9 March 2011, we restructured our recourse deligatibns;
however, there can be no assurances that our cesing will enable the successful collection of assets. The ris}
of a duration mismatch are further magnified by tfemds we are experiencing in our portfolio whrelsults fror
extending loans made to our borrowers in order &ximize the likelihood and magnitude of our recgven our
assets. This trend effectively extends the duraifosur assets, while our liabilities have set matdates.




Our loans and investments are illiquid, which witbnstrain our ability to vary our portfolio of inve@ments.

Our real estate investments and structured finhpe@duct investments are relatively illiquid andnge are highl
illiquid. Such illiquidity may limit our ability tovary our portfolio or our investment managemettisles’ portfolios
of investments in response to changes in econondoother conditions. Illiquidity may result fromettabsence of
established market for investments as well asdbellor contractual restrictions on their resateaddition, illiquidity
may result from the decline in value of a propesguring these investments. We cannot make assasrémat the fa
market value of any of the real property servingsasurity will not decrease in the future, leaviogr or ou
investment management vehicles’ investments undisiteralized or not collateralized at all, whicbuld impair th
liquidity and value, as well as our return on sirolestments.

We may not have control over certain of our loansdainvestments.

Our ability to manage our portfolio of loans anddatments may be limited by the form in which tlzeg made. |
certain situations, we or our investment managemeimicles may:

e acquire investments subject to rights of seniorss#a and servicers under inteeditor or servicin
agreements

« acquire only a minority and/or a non-controllingtpgdpation in an underlying investment;

« co-invest with third parties through partnershifsnt ventures or other entities, thereby acquirimgn-
controlling interests; ¢

« rely on independent third party management oreggiatpartners with respect to the management akaet.

Therefore, we may not be able to exercise contref the loan or investment. Such financial assetg imvolve risk
not present in investments where senior credit®syicers or third party controlling investors a@ involved. Ou
rights to control the process following a borrowdefault may be subject to the rights of senior itoesl or servicel
whose interests may not be aligned with ours. Adtipiarty partner or ceenturer may have financial difficulti
resulting in a negative impact on such asset, nae leconomic or business interests or goals whietingonsistel
with ours and those of our investment managememcles, or may be in a position to take action camytto our o
our investment management vehicles/estment objectives. In addition, we and our stireent management vehic
may, in certain circumstances, be liable for th#@as of our third party partners or co-venturers.

Developments with our CDO financings have negativehpacted our cash flow

The terms of CDOs generally provide that the pgatamount of investments must exceed the prindipknce of th
related bonds by a certain amount and that intémestme must exceed interest expense by a cedtim Certain ¢
our CT CDOs provide that, if defaults, losses,aimg agency downgrades cause a decline in calatatue or cas
flow levels, the cash flow otherwise payable to mtained subordinated classes may be redirectezptry classes
CDOs senior to ours until the tests are returnedotapliance. We have breached these tests andfloashas bee
redirected for three of our four CT CDOs and theae be no assurances that this will not occur thighremaining C
CDO. Once breached there is no certainty about vanéhthe cash flow redirection will remedy thest® failure ol
that cash flow will be restored to our subordinatidses. Other than collateral management feesumwently receiv
cash payments from only one of our four CDOs, COwhich has caused a material deterioration in @ash flov
available for operations, debt service, debt regaymand unfunded loan and fund management commigme




We may be required to repurchase loans that we hsokel or to indemnify holders of our CDOs.

If any of the loans we originate or acquire and sel securitize through our CT CDOs do not complithy
representations and warranties that we make aleotatitc characteristics of the loans, the borrovaers the underlyin
properties, we may be required to repurchase tloases or replace them with substitute loans. Intad in the cas:
of loans that we have sold instead of retainedmag be required to indemnify persons for lossesxpenses incurre
as a result of a breach of a representation orangrr Repurchased loans typically require a sigaift allocation o
working capital to carry on our books, and our ibito borrow against such assets is limited. Amgniicant
repurchases or indemnification payments could ahlgaffect our financial condition and operatiegults.

The commercial mortgage and mezzanine loans we iodte or acquire and the commercial mortgage loe
underlying the commercial mortgage backed secusti@ which we invest are subject to delinquencyrefdosure
and loss, which could result in losses to us.

Our commercial mortgage and mezzanine loans arerestdoy commercial property and are subject tosrigk
delinquency and foreclosure, and risks of loss #rat greater than similar risks associated witimdomade on th
security of single-family residential property. Thiaility of a borrower to repay a loan secured byrecomeproducing
property typically is dependent primarily upon gweecessful operation of the property rather thaonupe existenc
of independent income or assets of the borrowehefnet operating income of the property is redutiee borrowes
ability to repay the loan may be impaired. Net agiag income of an incomgroducing property can be affected
among other things, tenant mix, success of tenasinbsses, property management decisions, proloedyion anc
condition, competition from comparable types ofpedies, changes in laws that increase operatipgreses or limi
rents that may be charged, any need to addressoeméntal contamination at the property, changeasaitional,
regional or local economic conditions and/or spedifdustry segments, declines in regional or loeal estate value
declines in regional or local rental or occupanayes, increases in interest rates, real estateateés and othe
operating expenses, and changes in governmentas$, rubgulations and fiscal policies, including eowimenta
legislation, acts of God, terrorism, social unisd civil disturbances.

Our investments in subordinated commercial mortgagacked securities and similar investments are @abjto
losses.

In general, losses on an asset securing a morigageincluded in a securitization will be bornestiby the equit
holder of the property and then by the most jus&gurity holder, referred to as the “first loggsition. In the event ¢
default and the exhaustion of any equity suppadtamy classes of securities junior to those in tvlnie invest (and i
some cases we may be invested in the jumost classes of securitizations), we may not be ablecover all of oL
investment in the securities we purchase. In aaditif the underlying mortgage portfolio has beeerealued by th
originator, or if the values subsequently declimgl,aas a result, less collateral is available tisfyainterest ant
principal payments due on the related mortgage dshdecurities, the securities in which we investy nrecur
significant losses. Subordinate interests genemaiéy not actively traded and are relatively illdjunvestments an
recent volatility in CMBS trading markets has calidee value of these investments to decline.

The prices of lower credit quality CMBS are genlgrédss sensitive to interest rate changes tharerhaghly ratec
investments, but more sensitive to adverse econdmimturns and underlying borrower developmentgréjection
of an economic downturn, for example, could causiedine in the price of lower credit quality CMB®@cause th
ability of borrowers to make principal and interggtyments on the mortgages underlying the mortdaayskec
securities may be impaired, as has occurred thautgthe recent economic recession and weak recowerguch
event, existing credit support in the securitizatgiructure may be insufficient to protect us agiathe loss of oL
principal on these securities.




We may have difficulty or be unable to sell someoof loans and commercial mortgage backed secusitie

A prolonged period of frozen capital markets, dezlin commercial real estate values and an oua\afrfreal estat
sector may prevent us from selling our loans andBSMGiven the terms of our March 2011 debt restminng, we
may be forced to sell assets in order to meet reduiebt reduction levels. If the market for resiate loans an
CMBS is disrupted or dislocated, this may be difior impossible, causing further losses or evehtiefault.

The impact of the events of September 11, 2001 thedeffect thereon on terrorism insurance exposetoscertain
risks.

The terrorist attacks on September 11, 2001 discupte U.S. financial markets, including the restate capits
markets, and negatively impacted the U.S. econangeneral. Any future terrorist attacks, the aptgion of any suc
attacks, and the consequences of any military leeratesponse by the U.S. and its allies may hafugtlaer advers
impact on the U.S. financial markets and the econgemerally. We cannot predict the severity of é¢ffect that sucl
future events would have on the U.S. financial mtekthe economy or our business.

In addition, the events of September 11, 2001 etksignificant uncertainty regarding the abilityreél estate owne
of high profile assets to obtain insurance covemgéecting against terrorist attacks at commeciglasonable rate
if at all. This led to the creation of The TerranidRisk Insurance Act of 2002, to provide a fed&atkstop again:
insurance claims related to acts of terrorism. Tdiswas extended in December 2007 and then agaieria new lawn
the Terrorism Risk Insurance Program Reauthorimafict, or TRIPRA, which expires in 2014. There s assuranc
that TRIPRA will be extended beyond 2014. The absesf affordable insurance coverage may adverdédgtathe
general real estate lending market, lending volame the marke$ overall liquidity and may reduce the numbe
suitable investment opportunities available to nd the pace at which we are able to make invessnéhthe
properties that we invest in are unable to obtéfiordable insurance coverage, the value of thogestments coul
decline and in the event of an uninsured loss, autdclose all or a portion of our investment.

The economic impact of any future terrorist attac&sld also adversely affect the credit qualitysome of our loan
and investments. Some of our loans and investnweilitbe more susceptible to such adverse effeds ththers. Wi
may suffer losses as a result of the adverse impfaahy future attacks and these losses may adyeampact our
results of operations.

There are increased risks involved with constructitending activities.

We originate loans for the construction of commedraind residential use properties. Constructiodifemgenerally i
considered to involve a higher degree of risk thtmer types of lending due to a variety of factams|luding generall
larger loan balances, the dependency on successfpletion of a project, the dependency upon thecessfu
operation of the project (such as achieving satisfg occupancy and rental rates) for repaymemt,difficulties in
estimating construction costs and loan terms whitén do not require full amortization of the loawer its term anc
instead, provide for a balloon payment at statetliritg.

Some of our investments and investment opportusitieay be in synthetic forn

Synthetic investments are contracts between pastieseby payments are exchanged based upon tharmparfce o
an underlying obligation. In addition to the riskssociated with the performance of the obligatibese syntheti
interests carry the risk of the counterparty notfgrening its contractual obligations. Market stardta GAAP
accounting methodology, regulatory oversight anchgi@ance requirements, tax and other regulatiotatad to thes
investments are evolving, and we cannot be certa@t their evolution will not adversely impact thalue or
sustainability of these investments. Furthermong, ability to invest in synthetic investments, athikan througt
taxable REIT subsidiaries, may be severely limitgd the REIT qualification requirements because syt
investment contracts generally are not qualifyingess and do not produce qualifying income for pseg of the REI
asset and income tests.




Risks Related to Our Investment Management Businessxd Management of CDOs

Our current financial condition may adversely impaour investment management business.

In large part, our ability to raise capital andrgarother investment management and advisory esisedependel
upon our reputation as a balance sheet managecradd underwriter, as well as the ability to derstoate that wi
have the resources to manage andngest in our internal funds. Our recent losses amdMarch 2009 and Marc
2011 debt restructurings may have a negative impaaur reputation. In addition, further creditet@&ration in ou
balance sheet portfolio and our overall financ@hdition could jeopardize our status as an apprepetial service
by the three major rating agencies, which wouldampur ability to generate future servicing revesu

We are subject to risks and uncertainties assodiateith operating our investment management busineasd we
may not achieve the investment returns that we etpe

We will encounter risks and difficulties as we agterour investment management business. In ordachigve ou
goals as an investment manager, we must:

e manage our investment management vehicles sucligdsfuinvesting their capital in suitable investnts
that meet their respective investment crite

« actively manage the assets in our portfolios ireotd realize targeted performance;

« create incentives for our management and profeskistaff to develop and operate the invest
management business; ¢

« structure, sponsor and capitalize future investmesmagement vehicles that provide investors wittactive
investment opportunitie:

If we do not successfully operate our investmenmagament business to achieve the investment retfuahsve or the
market anticipates, our results of operations magdversely impacted.

We may expand our investment management businessdlve other investment classes where we do awé tprior
investment experience. We may find it difficult &ttract third party investors without a performartick recorc
involving such investments. Even if we attractdhparty capital, there can be no assurance thatilvbe successft
in deploying the capital to achieve targeted refun the investments.

We face substantial competition from establishedtapants in the private equity market as we offervestmen
management vehicles to third party investors.

We face significant competition from large finan@ad other institutions that have proven traclords in marketing
and managing vehicles and otherwise have a conveetitivantage over us because they have access-&xigting
third party investor networks into which they cdrannel competing investment opportunities. If campetitors offe
investment products that are competitive with paslwffered by us, we will find it more difficulotattract investor
and to capitalize our investment management vehicle

Our investment management vehicles are subjecthe tisk of defaults by third party investors on thecapital
commitments.

The capital commitments made by third party investo our investment management vehicles reprasesgcure:
promises by those investors to contribute cashe&adrtvestment management vehicles from time to &mmmvestment
are made by the investment management vehiclegréiogly, we are subject to general credit riskat the investor
may default on their capital commitments. If defawccur, we may not be able to close loans anesinvents we ha\
identified and negotiated or make protective adeanto support existing investments which could niegtg and
adversely affect the investment management vehiolgestment program or make us liable for breachauitract, ir
either case to the detriment of our franchise enghvate equity market.




CTIMCO's role as collateral manager for our CT CDOs andvastment manager for our funds may expose u:
liabilities to investors.

We are subject to potential liabilities to investas a result of CTIMCG@'role as collateral manager for our CT CL
and our investment management business genenalerving in such roles, we could be subject targdaby CDO
investors and investors in our funds that we did act in accordance with our duties under our CTOCBnd
investment fund documentation or that we were gegli in taking or refraining from taking actionghviespect to th
underlying collateral in our CT CDOs or in makingvéstments. In particular, the discretion that wereise in
managing the collateral for our CT CDOs and thestments in our investment management businesd oestlt in ¢
liability due to the current negative conditionsthre commercial real estate market and the inhewanértaintie:
surrounding the course of action that will resumtthe best long term results with respect to sumllateral anc
investments. This risk could be increased due ¢odffiliated nature of our roles. If we were fouliable for our
actions as collateral manager or investment mareggmwe were required to pay significant damagesutcCT CDC
and investment advisory investors, our financiadditton could be materially adversely effected.

Our investment management agreements contain “claek’ provisions which may require repayment of incenti
management fees previously received by us.

As part of our investment management business we inaentive fees based on the performance of ioeafbour
investment management vehicles. The investment gesment agreements which govern our relationshipis these
vehicles contain “clawbackirovisions which may require the repayment of inieenfees previously received by |
If certain predetermined performance thresholdshatemet upon the ultimate dissolution of suchter#tj we could b
required to refund either a portion, or all of intiee fees previously received.

Risks Related to Our Company

We are dependent upon our senior management teameteelop and operate our business.

Our ability to develop and operate our busineseddp to a substantial extent upon the experieetatjanships an
expertise of our senior management and key empsoye cannot assure you that these individualsresliain in ou
employ. Our chief executive officer, Stephen D.vitlaour chief financial officer, Geoffrey G. Jesyiand our chie
credit officer, Thomas C. Ruffing, are currentlyt maployed pursuant to employment agreements. Tdemebe nc
assurance that Messrs. Plavin, Jervis, and Ruffifigenter into new employment agreements purstanthich they
agree to longerm employment with us. In addition, the departofeny two of Messrs. Plavin, Jervis, and Rufl
from their employment with us constitutes an ewantlefault under our restructured debt obligatiantess we hir
suitable replacements acceptable to the lenders.

There may be conflicts between the interests of muestment management vehicles and us.

We are subject to a number of potential confli@saeen our interests and the interests of our tinvest manageme!
vehicles. We are subject to potential conflictsirgérest in the allocation of investment opportigsitbetween ot
balance sheet, once our balance sheet investménityacesumes, and our investment management le=hidn
addition, we may make investments that are semiguroor to, participations in, or have rights ainterests differen
from or adverse to, the investments made by owstment management vehicles. Our interests in swestment:
may conflict with the interests of our investmerdamagement vehicles in related investments at the ¢f originatior
or in the event of a default or restructuring af thvestment. Finally, our officers and employeeg/ thave conflicts il
allocating their time and services among us andraugstment management vehicles.




We must manage our portfolio in a manner that allews to rely on an exclusion from registration undéhe
Investment Company Act of 1940 in order to avoi@tbonsequences of regulation under that A

We rely on an exclusion from registration as arestinent company afforded by Section 3(c)(5)(Chef lhvestmen
Company Act of 1940, as amended. Under this exahysive are required to maintain, on the basis sitjpms taker
by the SEC staff in interpretive and aotion letters, a minimum of 55% of the value & thtal assets of our portfol
in “mortgages and other liens on and interestsea estate,” which we refer to as “Qualifying Imtsts,” and a
minimum of 80% in Qualifying Interests and reala¢strelated assets. Because registration as astin@et compan
would significantly affect our ability to engage ¢ertain transactions or to organize ourselvehénrhanner we al
currently organized, we intend to maintain our digation for this exclusion from registration. the past, based «
SEC staff positions, when required due to the nfiassets in our balance sheet portfolio, we havehased agenc
residential mortgage backed securities that reptebe entire beneficial interests in the undedypools of whole
residential mortgage loans, which we treat as ®iadj Interests. Investments in such pools of whasidentia
mortgage loans may not represent an optimum useuofinvestable capital when compared to the aviai
investments we target pursuant to our investmeategty. These investments present additional tiskss, and thes
risks are compounded by our inexperience with soghstments. We continue to analyze our investmants may
acquire other pools of whole loan residential magebacked securities when and if required for diamge purposes.

We treat certain of our investments in CMBS, B No#ad mezzanine loans as Qualifying Interests fimpgses o
determining our eligibility for the exclusion pradd by Section 3(c)(5)(C) to the extent such treatnis consister
with guidance provided by the SEC or its stafftia absence of such guidance that otherwise supf@artreatment ¢
these investments as Qualifying Interests, we tudht them, for purposes of determining our eligibifor the
exclusion provided by Section 3(c)(5)(C), as resthte related assets or miscellaneous assetsprxpepte.

We understand the SEC staff has recently recoresidiés interpretive policy under Section 3(c)(5)@\d whether t
advance rulemaking to define the basis for theusieh. We cannot predict the outcome of this reictamation ol
potential rulemaking initiative and its impact oar @bility to rely on the exclusion.

In light of the lack of orbalance sheet investment activity since 2009, aualifying Interests asset base continue
repay without the addition of newly originated Qfiadl Interests, making it more difficult for us ¢ontinue to compl:
with the current exclusion.

If our portfolio does not comply with the requirente of the exclusion we rely upon, we could be édr¢o alter ou
portfolio by selling or otherwise disposing of ebstantial portion of the assets that are not Qyialif Interests or b
acquiring a significant position in assets that@ualifying Interests. Altering our portfolio inithmanner may have :
adverse effect on our investments if we are fotcedispose of or acquire assets in an unfavoralsigkeh and ma
adversely affect our stock price. Separately, wg meed to avail ourselves of alternative exclusiang exemption
which may require a change in the organizatiorracstire of our business.

If it were established that we were an unregistémedstment company, there would be a risk thatwwald be subjec
to monetary penalties and injunctive relief in artian brought by the SEC, that we would be unablestiforce
contracts with third parties and that third partiesild seek to obtain rescission of transactiordettaken during th
period it was established that we were an unregidtemvestment company and limitations on corpolaterage the
would have an adverse impact on our investmentngtu

Changes in accounting pronouncements have mateyiathanged the presentation and content of our firaal
statements

Beginning January 1, 2010, we adopted new accayntjnidance which required us to consolidate ce
securitization trust entities in which we have guliate investments. This consolidation resultedhisignifican
increase to our GAAPasis assets and liabilities, which may be mistegadd readers of our financial statements
addition, we are required to record losses undeAB AN consolidated assets which may be in excessraféconomit
interest in the respective consolidated entities.




We may not have sufficient cash flow to satisfy dax liability arising from the use of CDO financig.

Due to the redirection provisions of our CDOs, whieallocate principal and interest otherwise distable to us ti
repay senior note holders, assets financed thramghCDOs may generate current taxable income witta
corresponding cash distribution to us. In orderrdgse the cash necessary to meet our tax and/tribditon
requirements, we may be required to borrow fundt,asportion of our assets at disadvantageougpric find othe
alternatives. In any case, there can be no asssathat we will be able to generate sufficient casim these
endeavors to meet our tax and/or distribution negpents.

In the event we experience ¢‘ownership change”for purposes of Section 382 of the Internal RevenGQede, of
1986, as amended, our ability to utilize our netespting losses and net capital losses against fettaxable income
will be limited, increasing our dividend distribudin requirement for which we may not have sufficiecash flow.

We have substantial net operating and net cajpisal tarry forwards which we use to offset our tad/ar distributior
requirements. In the event that we experience améesship changefor purposes of Section 382 of the Inter
Revenue Code of 1986, as amended, or the InteragriRie Code, our ability to use these losses wilkffectively
eliminated. An “ownership change$ determined based upon the changes in ownerkhipoccur in our class
common stock for a trailing three year period. Saamership change provisions may be triggered yles trading
activity in our common stock, and are generallydyel/our control. The issuance of our preferredksfpochase right
pursuant to our tax preservation shareholder righas deters but does not prevent such an ownerdidapge. I
addition, such efforts to preserve these tax beneiay significantly constrain our ability to raiadditional capita
through offerings of class A common stock.

Risks Relating to Our Class A Common Stock

Sales or other dilution of our equity may adverseiifect the market price of our class A common gto

In connection with restructuring our debt obligagpwe issued warrants to purchase 3,479,691 shémmas class #
common stock, which represents approximately 1508%ur outstanding class A common stock as of 29ly2011
These warrants become exercisable on March 16,. 2002 market price of our class A common stock dalédcline
as a result of sales of a large number of sharetas§ A common stock acquired upon exercise ofvidugants in thi
market. If the warrants are exercised, the issuarficadditional shares of class A common stock walildte the
ownership interest of our existing shareholders.

Because a limited number of shareholders, includingembers of our management team, own a substantiahber
of our shares, they may make decisions or take @tsithat may be detrimental to your interests.

Our executive officers and directors, along witthieées for the benefit of their families, colleaily own and contrc
1,169,919 shares of our common stock represenpipgogimately 5.1% of our outstanding common stoslogJuly
29, 2011. W. R. Berkley Corporation, or WRBC, whigimploys one of our directors, owns 3,843,413 shafeour
common stock, which represents approximately 1609%ur outstanding common stock as of July 29, 2@ylvirtue
of their voting power, these shareholders havepthwer to significantly influence our affairs ane able to influenc
the outcome of matters required to be submitteshereholders for approval, including the electibrowar directors
amendments to our charter, mergers, sales of assdt®ther acquisitions or sales. The influenceteseby thes:
shareholders over our affairs might not be consistéth the interests of some or all of our othbargholders. I
addition, the concentration of ownership in ouricfs or directors or shareholders associated thé may have th
effect of delaying or preventing a change in cdnobour company, including transactions in whichuymight
otherwise receive a premium for your class A commstmck, and might negatively affect the market g€ our clas:
A common stock.




Some provisions of our charter and bylaws, tax b&tsepreservation rights plan and Maryland law mageter
takeover attempts, which may limit the opportundfour shareholders to sell their shares at a faabte price.

Some of the provisions of our charter and bylawa iaryland law discussed below could make it mafiécdlt for a
third party to acquire us, even if doing so migl lbeneficial to our shareholders by providing thetth the
opportunity to sell their shares at a premium ®ttien current market price.

Issuance of Preferred Stock Without Shareholderdyg . Our charter authorizes our board of directoratithorize
the issuance of up to 100,000,000 shares of peafestock and up to 100,000,000 shares of classvmmn stock. Ou
charter also authorizes our board of directorsheut shareholder approval, to classify or reclgsaifiy unissue
shares of our class A common stock and preferak $hto other classes or series of stock and terahour charter t
increase or decrease the aggregate number of stfasésck of any class or series that may be iss@en board o
directors, therefore, can exercise its power téassify our stock to increase the number of shaf@seferred stock w
may issue without shareholder approval. Prefertecksmay be issued in one or more series, the tefrahich may
be determined without further action by sharehad&hese terms may include preferences, conveesiother rights
voting powers, restrictions, limitations as to diemds or other distributions, qualifications ommsror conditions ¢
redemption. The issuance of any preferred stookehier, could materially adversely affect the rigbt$iolders of ou
class A common stock and, therefore, could redneesélue of the class A common stock. In additspecific rights
granted to future holders of our preferred stockl@dde used to restrict our ability to merge witi,sell assets to,
third party. The power of our board of directorsgsue preferred stock could make it more difficd&lay, discouragt
prevent or make it more costly to acquire or efi@athange in control, thereby preserving the ctirsbareholders’
control.

Advance Notice Bylav. Our bylaws contain advance notice procedurestter introduction of business and -
nomination of directors. These provisions coulddigage proxy contests and make it more difficityfou and othe
shareholders to elect shareholdeminated directors and to propose and approvesshlter proposals opposed
management.

Maryland Takeover Statut. We are subject to the Maryland Business Comhinadict which could delay or preve
an unsolicited takeover of us. The statute suhisintestricts the ability of third parties who qadre, or seek t
acquire, control of us to complete mergers androtlusiness combinations without the approval of board of
directors even if such transaction would be ber@fio shareholders. “Business combinatiobstween such a thii
party acquirer or its affiliate and us are protgdifor five years after the most recent date orchvithhe acquirer or it
affiliate becomes an “interested shareholder.” Aatetested shareholdeid defined as any person who beneficii
owns 10 percent or more of our shareholder votmgegr or an affiliate or associate of ours who,rat ime within the
two-year period prior to the date interested sharehdtitus is determined, was the beneficial ownetopercent o
more of our shareholder voting power. If our boafddirectors approved in advance the transactiai tould
otherwise give rise to the acquirer or its afféiattaining such status, the acquirer or its aflliwould not become :
interested shareholder and, as a result, it caulel énto a business combination with us. Our badrdirectors coul
choose not to negotiate with an acquirer if thertbadetermined in its business judgment that comsigesuch ar
acquisition was not in our strategic interests. rEaéter the lapse of the fiwgear prohibition period, any busine
combination with an interested shareholder mustdsmmended by our board of directors and apprdyethe
affirmative vote of at least:

« 80% of the votes entitled to be cast by sharehsjdard

« two-thirds of the votes entitled to be cast by shadrsl other than the interested shareholder anidhtet
and associates there

The supemajority vote requirements do not apply if the saction complies with a minimum price requirenm
prescribed by the statute.




The statute permits various exemptions from itssisions, including business combinations that aeengted by th
board of directors prior to the time that an inséee shareholder becomes an interested shareh@derboard ¢
directors has exempted any business combinatiarviimg a limited liability company indirectly coralied by a trus
for the benefit of Samuel Zell, our chairman of thward, and his family and approved in advance,ishgance ¢
shares to WRBC. As a result, these parties may értte business combinations with us without comuptie with th
super-majority vote requirements and the otheriprons of the statute.

We are also subject to the Maryland Control Shacguésition Act. With certain exceptions, the MaryhGener:
Corporation Law provides that “control share$a Maryland corporation acquired in a controlrghacquisition hay
no voting rights except to the extent approved byote of twothirds of the votes entitled to be cast on the en,
excluding shares owned by the acquiring persoryaun officers or by our directors who are our eoygles, and m:
be redeemed by us. “Control sharas® voting shares which, if aggregated with alkotbhares owned or voted by
acquirer, would entitle the acquirer to exerciséingopower in electing directors within one of thgecified ranges
voting power. A person who has made or proposasdke a control share acquisition, upon satisfactibnertair
conditions, including an undertaking to pay expsnseay compel our board to call a special meetinghareholde:
to be held within 50 days of demand to considenthteng rights of the “control sharesi question. If no request fo
meeting is made, we may present the question aslaamgholders’ meeting.

If voting rights are not approved at the sharehsldmeeting or if the acquiring person does not delther stateme
required by Maryland law, then, subject to certadnditions and limitations, we may redeem for falue any or a
of the control shares, except those for which ptights have previously been approved. If votirgts for contrc
shares are approved at a shareholdeegting and the acquirer may then vote a majofith® shares entitled to va
then all other shareholders may exercise appréaigats. The fair value of the shares for purposethese apprais
rights may not be less than the highest price parespaid by the acquirer in the control share isttgpn. The contrc
share acquisition statute does not apply to shargsired in a merger, consolidation or share exghdinwe are not
party to the transaction, nor does it apply to &itjons approved or exempted by our charter oalwgl Our bylaw
contain a provision exempting certain holders idiet in our bylaws from this statute, including \BR, and .
limited liability company indirectly controlled by trust for the benefit of Samuel Zell and his figmi

We are also subject to the Maryland Unsolicited eaders Act which permits our board of directors,oam othe
things and notwithstanding any provision in our reéraor bylaws, to elect on our behalf to stagder terms c
directors and to increase the shareholder voteinegtjio remove a director. Such an electiwauld significantl
restrict the ability of third parties to wage ayydight for control of our board of directors asreans of advancing
takeover offer. If an acquirer was discouraged faffering to acquire us, or prevented from sucadistompleting i
hostile acquisition, you could lose the opportumitysell your shares at a favorable price.

Shareholder rights plans such as the plan we rgcadbpted for the purpose of preserving our tarefits, ar
commonly understood to have atikeover effects. Under our tax benefit presermatights agreement, if any per:
or group acquires 4.9% or more of our outstandilagsc A common stock without the approval of ourrdoal
directors under specific circumstances, our exigsshareholders have the right to purchase sharesirotlass /
common stock at a substantial discount to the publrket price. The agreement is intended to aet dsterrent |
any person or entity seeking to acquire 4.9% orenwdrour outstanding common stock without the papproval o
our board of directors.

The price of our class A common stock may be imgaldby many factors.

As with any public company, a number of factors rmagact the trading price of our class A commortktanany o
which are beyond our control. These factors inclird@ddition to other risk factors mentioned iisthection:

« the level of institutional interest in us;

o the perception of REITs generally and REITs withrtfodios similar to ours, in particular, by mar
professionals




« the attractiveness of securities of REITs in corigoarto other companies;
« the market’s perception of our ability to succelgfnanage our portfolio; and
« the general economic environment and the commeaeddlestate property and capital markets.

Your ability to sell a substantial number of share$ our class A common stock may be restricted lgy ow trading
volume historically experienced by our class A commstock.

Although our class A common stock is listed onMeav York Stock Exchange, the daily trading voluni@or share:
of class A common stock has historically been lothan the trading volume for certain other compsinies a resuli
the ability of a holder to sell a substantial numbfshares of our class A common stock in a tinmegnner withou
causing a substantial decline in the market valuth® shares, especially by means of a large bttte, may b
restricted by the limited trading volume of the saof our class A common stock.

Our shares of class A common stock may be delistech the NYSE if the price per share trades belot.@0 for an
extended period of time, which could negatively exff our business, our financial condition, our relis of
operations and our ability to service our debt aations.

Our class A common stock at times has traded b&bwWw0. In the event the average closing price ofaass A
common stock for a 3@ay period is below $1.00, our stock could be tidisrom the NYSE. The threat of delisti
and/or a delisting of our class A common stock ddwdve adverse effects by, among other things:

« reducing the trading liquidity and market priceoof class A common stock;

« reducing the number of investors willing to hold acquire our class A common stock, thereby fu
restricting our ability to obtain equity financingnd

« reducing our ability to retain, attract and motevdirectors, officers and employees.

Risks Related to our REIT Status and Certain OtherTax Items

Our charter does not permit any individual to ownare than 9.9% of our class A common stock, and atfes to
acquire our class A common stock in excess of th@98 limit would be void without the prior approvalf our board
of directors.

For the purpose of preserving our qualificatioradREIT for federal income tax purposes, our chastehibits direc
or constructive ownership by any individual of ménan a certain percentage, currently 9.9%, ofdhser of the tot:
number or value of the outstanding shares of cagscA common stock as a means of preventing owipesimore
than 50% of our class A common stock by five ordewndividuals. The chartes’constructive ownership rules
complex and may cause the outstanding class A constoeck owned by a group of related individualgwtities to be
deemed to be constructively owned by one individaala result, the acquisition of less than 9.9%wf outstandin
class A common stock by an individual or entity Idocause an individual to own constructively in ess of 9.9% ¢
our outstanding class A common stock, and thusubgest to the chartes’ownership limit. There can be no assure
that our board of directors, as permitted in tharwr, will increase, or will not decrease, thisnanship limit in the
future. Any attempt to own or transfer shares af@ass A common stock in excess of the ownershij Without the
consent of our board of directors will be void, amitl result in the shares being transferred byrapen of the charte
to a charitable trust, and the person who acqusueth excess shares will not be entitled to anyibligtons thereon c
to vote such excess shares.

The 9.9% ownership limit may have the effect ofciuding a change in control of us by a third pasiyhout the
consent of our board of directors, even if suchhgeain control would be in the interest of our gfalders or wouli
result in a premium to the price of our class A ocwon stock (and even if such change in control wagtreasonabl
jeopardize our REIT status). The ownership limgmptions and the reset limits granted to date wbuoldid our board
of directors’ability to reset limits in the future and at thereatime maintain compliance with the REIT qualifioa
requirement prohibiting ownership of more than 58P6ur class A common stock by five or fewer indivals.




There are no assurances that we will be able to gasdends in the future.

We expect in the future when we generate taxatdenie to pay quarterly dividends and to make distidims to oul
shareholders in amounts so that all or substaptall of our taxable income in each year, subjaxtcertain
adjustments, is distributed. This, along with compliance with other requirements, should enable wgialify for the
tax benefits accorded to a REIT under the InteRelenue Code. All distributions will be made at digcretion of ou
board of directors and will depend on our earnirgs, financial condition, maintenance of our REt&tgs and suc
other factors as our board of directors may dedevaat from time to time. There are no assurankaswe will be
able to pay dividends in the future, and we mayaigesubstantial net operating losses carried favwa offset future
taxable income, and therefore reduce our dividemgiirements. In addition, some of our distributiomasy include :
return of capital, which would reduce the amountapital available to operate our business. Theke lalso bee
recent changes to the Internal Revenue Code thaldvadlow us to pay required dividends in the fopmadditional
shares of common stock equal in value up to 90%efequired dividend.

We will be dependent on external sources of capitafinance our growth.

As with other REITs, but unlike corporations gefiigraour ability to finance our growth must largehe funded b
external sources of capital because we generalljhewe to distribute to our shareholders 90% af taxable incom:
in order to qualify as a REIT, including taxableame where we do not receive corresponding cash.aCeess t
external capital will depend upon a number of festtncluding general market conditions, the maskperception
our growth potential, our current and potentialfetearnings, cash distributions and the markeepof our class /
common stock.

If we do not maintain our qualification as a REITwe will be subject to tax as a regular corporatiamd face &
substantial tax liability. Our taxable REIT subsidries will be subject to income ta

We expect to continue to operate so as to quadifg EIT under the Internal Revenue Code. Howeylification
as a REIT involves the application of highly tedatiand complex Internal Revenue Code provisionsvidch only &
limited number of judicial or administrative integpations exist. Notwithstanding the availabilifiycoire provisions it
the tax code, various compliance requirements cbealthiled and could jeopardize our REIT statustiearmore, nev
tax legislation, administrative guidance or cougtidions, in each instance potentially with rettn@ceffect, coulc
make it more difficult or impossible for us to gifyalas a REIT. If we fail to qualify as a REIT imyatax year, then:

- we would be taxed as a regular domestic corporatidnich under current laws, among other things, me
being unable to deduct distributions to sharehsldeicomputing taxable income and being subjeétdera
income tax on our taxable income at regular cotearaes

« any resulting tax liability could be substantiabhutd have a material adverse effect on our bookesan:
would reduce the amount of cash available for ithistion to shareholder:

« unless we were entitled to relief under applicatégutory provisions, we would be required to pages, an
thus, our cash available for distribution to shatéérs would be reduced for each of the years dunihict
we did not qualify as a REIT; at

« we generally would not be eligible to requalifyaREIT for four full taxable years.

Fee income from our investment management busiisegxpected to be realized by one of our taxabldTF
subsidiaries, and, accordingly, will be subjednimme tax.




Complying with REIT requirements may cause us tordgo otherwise attractive opportunities and limituio
expansion opportunities.

In order to qualify as a REIT for federal income faurposes, we must continually satisfy tests coriog, among
other things, our sources of income, the naturewfinvestments in commercial real estate andeelassets, tr
amounts we distribute to our shareholders and theecship of our stock. We may also be required take
distributions to shareholders at disadvantageonsstior when we do not have funds readily availtdnelistribution.
Thus, compliance with REIT requirements may hiralarability to operate solely on the basis of mazing profits.

Complying with REIT requirements may force us tgliidate or restructure otherwise attractive invesns.

In order to qualify as a REIT, we must also enghat at the end of each calendar quarter, at 4t of the value ¢
our assets consists of cash, cash items, goverrseentities and qualified REIT real estate as3éts.remainder ¢
our investments in securities cannot include mbe: t10% of the outstanding voting securities of ang issuer ¢
10% of the total value of the outstanding seclgité any one issuer unless we and such issuefyjalgct for suct
issuer to be treated as a “taxable REIT subsidiander the Internal Revenue Code. The total valuallobf our
investments in taxable REIT subsidiaries cannoeed25% of the value of our total assets. In agiditho more tha
5% of the value of our assets can consist of tharg#@es of any one issuer other than a taxableTRigbsidiary. If we
fail to comply with these requirements, we muspde of a portion of our assets within 30 daysrdfte end of thi
calendar quarter in order to avoid losing our RE#dtus and suffering adverse tax consequences.

Since we haveot originated new balance sheet investments 2068 and transferred a substantial portion of
investments to CT Legacy REIT, our ability to sgtihe asset and income REIT qualification requieais will be
more difficult and unless we are able to raise dapital to originate new balance sheet investments,status as
REIT will ultimately be jeopardized .

Complying with REIT requirements may force us torow to make distributions to shareholders.

From time to time, our taxable income may be grethizn our cash flow available for distributiondeareholders. |
we do not have other funds available in these itns, we may be unable to distribute substantilllyf our taxable
income as required by the REIT provisions of therdmal Revenue Code. Thus, we could be requirdatmw funds
sell a portion of our assets at disadvantageogepor find another alternative. These optionsccodrease our cos
or reduce our equity. Our restructured debt ohblgst may cause us to recognize taxable income utittamy
corresponding cash income and we may be requireistobute additional dividends in cash and/oissl& commor
stock.

Certain of our legacy assets are subject to separ@EIT qualifications and restrictions as a resubf our March
2011 debt restructuring.

In conjunction with our March 2011 debt restruatgtiwe transferred certain of our legacy asse@Ttd egacy REIT
a special purpose entity which will be taxed asEATRfor purposes of federal income taxes. As a REIT Legacy
REIT is generally subject to the same risks desdriitbove with respect to distribution requiremelittgfations on the
types and quantities of permissible assets andviec@and penalties for naempliance with REIT regulations. As
result of restrictions under our mezzanine loanCat Legacy REIT, cash distributions cannot be maalehe
shareholders of CT Legacy REIT until such debt lasn fully repaid. Should a dividend be required¢dmply with
REIT regulations, CT Legacy REIT may declare a ‘sant dividend” which will pass a prata share of its taxab
income to us without a corresponding cash payment.

In addition, CT Legacy REIT is generally precludeam making new investments, and a portion of #gaty asse!
which are held by CT Legacy REIT may not qualifyREIT real estate assets. Accordingly, there islathat as th:
portfolio liquidates in the ordinary course, thesetsmix at CT Legacy REIT, or income thereon, majate REIT
regulations and force CT Legacy REIT to either sskets, potentially at disadvantageous pricegpoamnerminate
REIT status, which could result in material taxesl penalties, and which would constitute a defawltler the
mezzanine loan.



