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PART | . FINANCIAL INFORMATION
ITEM 1. Financial Statements

Capital Trust, Inc. and Subsidiaries
Consolidated Balance Sheets
September 30, 2012 and December 31, 2C
(in thousands, except per share dat¢

Index

September 30, December 31,
2012 2011
(unaudited’
Assets

Cash and cash equivalel $38,86° $34,81¢
Loans receivable, ni — 19,28:
Equity investments in unconsolidated subsidizs 18,71( 10,39¢
Deferred income taxe 3,09¢ 1,26¢
Prepaid expenses and other assets 2,09¢ 4,53:

Subtotal 62,767 70,30(
Assets of Consolidated Entiti
CT Legacy REIT
Restricted cas 16,14¢ 12,98¢
Securities hel-to-maturity — 2,60z
Loans receivable, ni — 206,51«
Loans hel-for-sale, ne — 30,87¢
Investment in CT Legacy Asset, at fair va 100,10( —
Accrued interest receivable and other assets — 2,11¢

Subtotal 116,24! 255,09!
Securitization Vehicles
Securities hel-to-maturity 154,84 358,97
Loans receivable, ni 214,45 612,59¢
Real estate he-for-sale — 10,34:
Accrued interest receivable and other assets 32,88( 59,00¢

Subtotal 402,18" 1,040,92.
Total assets $581,19 $1,366,31

See accompanying notes to consolidated financédstents.
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Capital Trust, Inc. and Subsidiaries
Consolidated Balance Sheets
September 30, 2012 and December 31, 2C

(in thousands, except per share dat¢

Index

September 30 December 31
2012 2011
(unaudited’
Liabilities & Equity (Deficit)
Liabilities:
Accounts payable, accrued expenses and otheiitied $17,83: $8,07¢
Secured note 8,32¢ 7,841
Participations sold — 19,28
Subtotal 26,16( 35,20¢
Non-Recourse Liabilities of Consolidated Entit
CT Legacy REIT
Accounts payable, accrued expenses and otheiitie® — 743
Repurchase obligatiot — 58,46¢
Mezzanine loan, net of unamortized discc — 55,11:
Participations sols — 97,46¢
Interest rate hedge liabilities — 8,81
Subtotal — 220,60(
Securitization Vehicles
Accounts payable, accrued expenses and otheiitie® 55¢ 3,102
Securitized debt obligatior 497,42: 1,211,40
Interest rate hedge liabilities 19,08¢ 24,94
Subtotal 517,07: 1,239,45.
Total liabilities 543,23: 1,495,25!
Commitments and contingenci — —
Equity (Deficit):
Class A common stock, $0.01 par value, 100,000eshauthorized, 21,9
and 21,967 shares issued and outstanding @sptémber 30, 2012 a
December 31, 2011, respectively (“class A comistock™) 22C 22C
Restricted class A common stock, $0.01 par val8€,énd 244 shares
issued and outstanding as of September 3@ a0d December 31,
2011,
respectively ("restricted class A common stakd together with
class A common stock, "common stoc 5 2
Additional paic-in capital 597,86t 597,04¢
Accumulated other comprehensive | (31,379 (40,589
Accumulated deficit (591,276 (667,117
Total Capital Trust, Inc. shareholders' def (24,559 (110,429
Noncontrolling interest 62,52t (18,51%)
Total equity (deficit) 37,96¢ (128,939
Total liabilities and equity (deficit) $581,19° $1,366,31

See accompanying notes to consolidated financéstents.
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Capit al Trust, Inc. and Subsidiaries
Consolidated Statements of Operations

Three and Nine Months Ended September 30, 2012 a2d11

(in thousands, except share and per share dat
(unaudited)

Income from loans and other investmel
Interest and related incor
Less: Interest and related expenses
Income from loans and other investmems

Other revenue:
Management fees from affiliat
Servicing fees
Total other revenu

Other expense!
General and administrative

Total other expens

Total othe-thar-temporary impairments of securiti
Portion of other-than-temporary impairments of sities

recognized in other comprehensive ince
Impairment of real estate held-for-sale

Net impairments recognized in earnir

Recovery of provision for loan loss
Valuation allowance on loans h-for-sale
Gain on extinguishment of de
Fair value adjustment on investment in CT Legacye?
Gain on deconsolidation of subsidit
Income from equity investments in unconsolidateosgliarie:
Income before income tax
Income tax provision (benefit)
Net income

Net (income) loss attributable to noncontrollingeirests
Net income attributable to Capital Trust, |

Per share informatiol
Net income per share of common stc
Basic

Diluted

Weighted average shares of common stock autistg:
Basic

Diluted

See accompanying notes to consolidated finanaédstents.

-3-

Three Months Ended

Index

Nine Months Ended

September 30 September 30
2012 2011 2012 2011

$6,94« $25,64. $28,42: $95,18°
5,147 21,83¢ 33,90z 80,38
1,79i 3,80¢ (5,479 14,80¢
1,54¢ 1,75:% 4,741 4,927
2,20¢ 1,46( 5,591 2,20¢
3,75% 3,21¢ 10,33: 7,13¢
7,141 4,941 16,19: 19,86¢
7,141 4,941 16,19: 19,86¢
— (30,68) — (35,62()
— 17: (160) (3,099
— (1,05%) — (1,055
— (31,569 (160) (39,779
2,811 17,15:. 2,81¢ 34,40:
— — — (229
— 20,05 — 271,03:
11,98’ — 19,64¢ —
— — 146,38( —
411 307 1,312 2,10¢
13,61° 8,02( 158,65t 269,61
717 (236€) 1,78¢ 1,214
$12,90( $8,25¢  $156,87.  $268,39!
(5,909 5,46¢ (81,039 (1,939
$6,99¢ $13,72. $75,831  $266,46
$0.3( $0.6( $3.3( $11.7%
$0.2¢ $0.57 $3.1( $11.0¢
23,173,42 22,730,08 22,969,10 22,630,67
24,616,02 24,121,97 24,442,06 24,057,37




Capit al Trust, Inc. and Subsidiaries
Consolidated Statements of Comprehensive Income
Three and Nine Months Ended September 30, 2012 a2d11
(in thousands)

Index

(unaudited)
Three Months Ended Nine Months Ended
September 30 September 30
2012 2011 2012 2011

Net income $12,90( $8,25¢ $156,87. $268,39!
Other comprehensive income (los
Unrealized gain (loss) on derivative financial ragtents 2,10z (633) 5,85: 2,912
Gain on interest rate swaps no longer designatedss

flow hedge: — 1,24¢ 2,481 4,44
Amortization of unrealized gains and losses on sgesi (4) 412 (770 (93
Amortization of deferred gains and losses on satlg

of swaps — (28 (56) (75)
Other-thantemporary impairments of securities relate

fair value adjustments in excess of expecteditre

losses, net of amortization 20€ 27C 41¢ 4,23¢€
Other comprehensive incor 2,30t 1,26¢ 7,921 11,427
Comprehensive income $15,20! $9,52¢ $164,80! $279,82!
Comprehensive (income) loss attributable to

noncontrolling interests (5,909 5,46¢ (81,049 (1,939
Comprehensive income attributable to

Capital Trust, Inc. $9,30- $14,99( $83,75. $277,89.

See accompanying notes to consolidated financédstents.
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Index

Capi tal Trust, Inc. and Subsidiaries
Consolidated Statements of Changes in Equity (Deft)
For the Nine Months Ended September 30, 2012 and21
(in thousands)

(unaudited)
Restricted Accumulated Total Capital
Class A Class A Additional Other Trust, Inc.
Commor Common Paid-In Comprehensive Accumulated | Shareholders Noncontrolling
Stock Stock Capital Loss Deficit Deficit Interests Total

Balance at January 1, 20 $21¢ $— $559,41: ($50,46)  ($920,35) ($411,18) $— ($411,18)
Net income — — — — 266,46« 266,46¢ 1,93¢ 268,39¢
Other comprehensive incor — — — 11,427 — 11,427 — 11,427
Allocation to noncontrolling interes — — 37,15¢ — — 37,15¢ (12,629) 24,53:
Purchase of noncontrolling intere — — (142) — — (142) (142)
Consolidation of additional securitization vehs — — — 53¢ (4,89¢) (4,360 — (4,360)
Restricted class A common stock earned, n

shares deferre 1 2 324 — — 327 — 327
Deferred directors' compensati — — 15C — — 15C — 15C
Balance at September 30, 2( $22( $2  $596,89' ($38,49)  ($658,78) ($100,16Y) ($10,68) ($110,85)
Balance at January 1, 20 $22( $2  $597,04! ($40,58)  ($667,11) ($110,429) ($18,51) ($128,93)
Net income — — — — 75,83t 75,83t 81,03¢ 156,87:
Other comprehensive incor — — — 7,917 — 7,917 10 7,927
Deconsolidation of CT Legacy Ass — — — 1,29: — 1,29¢ — 1,29¢
Distributions to noncontrolling interes — — — — — — (8) (8)
Restricted class A common stock earned, n

shares deferre — 3 64¢ — — 651 — 651
Deferred directors' compensati — — 16¢ — — 16¢ — 16¢
Balance at September 30, 2( $22( $5  $597,86! ($31,379) _ ($591,27) ($24,559) $62,52¢  $37,96¢

See accompanying notes to consolidated finanaédstents.
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Index

Capital Trust, Inc. and Subsidiaries
Consolidated Statements of Cash Flows
For the Nine Months Ended September 30, 2012 and 20
(in thousands)
(unaudited)

2012 2011

Cash flows from operating activities:
Net income $156,87. $268,39!
Adjustments to reconcile net income to nehqa®vided by
operating activitie

Net impairments recognized in earni 16C 39,77:
Recovery of provision for loan lost (2,819 (34,40)
Valuation allowance on loans t-for-sale — 224
Gain on extinguishment of d¢ — (271,03)
Gain on deconsolidation of CT Legacy A: (146,38() —
Fair value adjustment on CT Legacy A (19,645 —
Income from equity investments in uncdicksted subsidiarie (1,312 (2,109
Distributions of income from unconsoleatsubsidiarie 1,93: —
Employee sto-based compensati 675 411
Incentive awards plan expel 944 3,39¢
Deferred directors' compensat 16¢ 15C
Distributions from CT Legacy As: 9,221 —
Amortization of premiums/discounts onrleand securities and defer
interest on loal (669) (969)
Amortization of deferred gains and lossesettlement of swaj (56) (75)
Amortization of deferred financing coatsd premiums/discounts
debt obligatior 10,741 9,30¢
Loss on interest rate swaps not designagecash flow hedg: 2,77z 6,25¢
Changes in assets and liabilities,
Accrued interest receival (4,76%) 3,40¢
Deferred income tax (1,826 (1,099
Prepaid expenses and other a: 2,76¢ 624
Accounts payable and accrued expenses 2,812 (2,93))
Net cash provided by operating activities 11,59¢ 19,33¢
Cash flows from investing activities:
Principal collections and proceeds frauouwsities 40,34+ 70,92¢
Distributions from equity investmel — 4,34¢
Principal collections of loans receiva 91,88¢ 1,879,04
Proceeds from disposition of lo: — 5,75(
Contributions to unconsolidated subsidi (4,030 (3,419
Distributions from unconsolidated subsiits 1,00¢ 3,83¢
Increase in restricted cash (3,160 (13,71%)
Net cash provided by investing activities 126,04 1,946,77
Cash flows from financing activities:
Borrowings under repurchase obligati 123,97 —
Repayments under repurchase obliga (58,46¢) (306,04
Repayments under senior credit fac — (22,937
Repayment of junior subordinated n« — (4,640
Borrowing under mezzanine Ic — 83,00(
Repayments under mezzanine | (63,000 (20,000
Repayment of securitized debt obligati (136,079 (1,679,97)
Payment of financing expen: — (12,126
Purchase of and distributions to nonalitig interests (8) (142
Purchase of secured nc — (40%)
Vesting of restricted Class A common ktoc (25) (85)
Net cash used in financing activities (133,599 (1,962,34)
Net increase in cash and cash equival 4,04¢ 3,77(
Cash and cash equivalents at beginning of period 34,81¢ 24,44
Cash and cash equivalents at end of period $38,86° $28,21¢

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

Note 1. Organization
References herein to “we
requires otherwise.

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

We are a real estate finance company that spessaiiz credit sensitive financial products. To data; investmer
programs have focused on loans and securities bdnkeommercial real estate assets. We investdfoown accout
directly on our balance sheet and for thyaties through a series of investment managemehicles. From tr
inception of our finance business in 1997 throught&mber 30, 2012, we have completed approxim&tyl billior
of commercial real estate investments. We conducbperations as a real estate investment truREbr, for federe
income tax purposes. We are traded on the New WBtokk Exchange, or NYSE, under the symbol “Cafid an
headquartered in New York City.

Sale of Investment Management Platform

On September 27, 2012, we announced our entry antefinitive purchase and sale agreement, or Pse
Agreement, with an affiliate, which we refer tothe Purchaser, of The Blackstone Group L.P., whiehrefer to a
Blackstone. Pursuant to the Purchase Agreemenf®uihehaser will acquire our investment managemedtspecic
servicing businesses, operated through our sulbbgjdiI Investment Management Co., LLC, or CTIMCQ@daui
related private investment fund aosestments for $20.6 million. The Purchaser wialoepurchase for $10.0 million,
$2.00 per share, 5,000,000 shares of our class mum stock that will represent approximately 17.b%oul
common stock outstanding following consummationtied transactions contemplated by the Purchase Aumet
which we refer to as the Transactions. The Purchageement also contemplates that we will enteo iatnev
management agreement pursuant to which a Blacksfiitiate, which we refer to as the New CT Manageil
manage Capital Trust, Inc. following the consumpratof the Transactions. Pursuant to the new manag
agreement, the New CT Manager will manage Capitasf] Inc. in accordance with investment guideliaed policie
approved by our board of directors. Stephen D.iRJaBeoffrey G. Jervis and Thomas C. Ruffing witintinue t
serve in their current executive management rotettpansaction. Consummation of the Transactions Igesti tc
customary closing conditions, including the apptasathe Transactions by the affirmative vote oé tholders of
majority of the outstanding shares of common stmick special meeting of shareholders that will &léed to approv
the Transactions. W. R. Berkley and its affiliatetities, holders of approximately 15.9% of ourssléh commo
stock, have entered into a voting agreement toaipipe transaction.

If the Transactions are consummated, we will p&§2#0 per share special cash dividend to holdersuofclass
common stock, which will be payable as soon astigade following closing of the Transactions tastholders ¢
record as of the close of business on Novembe?Q12.

In accordance with NYSE procedures, from Novemh&012 through the special dividend payment daie ctass #
common stock will trade with “due-billsgepresenting an assignment of the right to rectéiieespecial dividend. O
class A common stock will not trade divdend until the first business day after thecsgledividend payment da
Shareholders who sell their shares on or beforespleeial dividend payment date will not be entittedreceive th
special dividend.

The sources of funds for the special dividend bdicash on hand prior to the Transactions andrweepds from tt
sale of CTIMCO and our private investment fundimeestments. The Purchaser will not receive theispéividenc
given that its investment in our class A commorlstwill close after the special dividend recordedat

Following the Transactions, we will continue to owur existing cash balances (as reduced to funéresgs of tr
Transactions and the special dividend), our inteére€T Legacy REIT (as defined below), our carrietérest in C’
Opportunity Partners |, LP, as well as our retaisigidordinate interests in our three CT CDOs.

March 2011 Restructuring

On March 31, 2011, we restructured, amended, angaxished all of our outstanding recourse debtgattions, whic
we refer to as our March 2011 restructuring. Ourdia?011 restructuring involved: (i) the contrilmutiof 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 faciéihd junior subordinated notes. The restructuwag financed with
new $83.0 million mezzanine loan obtained by CT d®gREIT from an affiliate of Five Mile Capital, @drthe
issuance of equity interests in the common stockCbfLegacy REIT to the former lenders under ouricrearedi
facility and our former junior subordinated notefeats, as well as to an affiliate of Five Mile Capit

Following the completion of our March 2011 resturatg, we no longer have any recourse debt obbgatiand reta



unencumbered ownership of 100% of (i) our investnmeanagement platform, CT Investment ManagementIQ@,
(i) our coinvestment in CT Opportunity Partners I, LP, (@Dr residual ownership interests in three of theOShha
we issued, CT CDOs |, Il, and 1V, and (iv) our taasis net operating losses. Furthermore, we h&2%& equit
interest in the common stock of CT Legacy REIT. @conomic interest in CT Legacy REIT is, howevahjsct to (i
the secured notes, which are megourse obligations that are collateralized byaterof our retained equity intere
in the common stock of CT Legacy REIT, (ii) incentiawards that provide for the participation in ams earne
from our retained equity interests in the commarlstof CT Legacy REIT, and (iii) the subordinatass B commc
stock of CT Legacy REIT owned by our former junsabordinate noteholders.
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Index
Capital Trust, Inc. and Subsidiaries
Notes to Consolidated Financial Statements (contiraal)
(unaudited)

See Note 5 for further discussion of the securegs)dNote 9 for further discussion of the managdneentive
awards plan, and Note 6 for further discussiorhefdlass B common stock.

In addition to our interest in the common stockGyf Legacy REIT, we also own 100% of its outstanditegs #
preferred stock. The class A preferred stock iliytiantitles us to cumulative preferred dividends$@.5 million pe
annum, which dividends will be reduced in Janua®@§®to the greater of (i) 2.5% of certain of CT heg REIT’
assets, and (ii) $1.0 million per annum.

CT Legacy Asset Deconsolidation

On February 10, 2012, we refinanced CT Legacy REEzzanine loan and repurchase facility with glsinnev
$124.0 million repurchase facility with JPMorgarheTborrower under the new JPMorgan facility, CT a®gAsse
LLC, or CT Legacy Asset, is a wholly owned subgigiaf CT Legacy REIT and owns all of its assetbeotthan cas
As a result of the refinancing, CT Legacy REIT ezh$o be the primary beneficiary of CT Legacy Asset
therefore, discontinued the consolidation of CT da@gAsset. As a result, its assets and liabilitiese deconsolidat
from our financial statements as of February 10,220

See Note 6 for a further discussion of CT LegacyTRihd CT Legacy Asset.
Note 2. Summary of Significant Accounting Policies

The accompanying unaudited consolidated interinarfimal statements have been prepared in accordaith
accounting principles generally accepted in theté¢hBtates, or GAAP, for interim financial infornwet and with th
instructions to Form 10-Q and Rule 10-01 of RegataS-X. Accordingly, they do not include all of the imfoatior
and notes required by GAAP for complete financtaktesments. The accompanying unaudited consolidatedm
financial statements should be read in conjunctiath the consolidated financial statements and thkatec
managemens discussion and analysis of financial conditiod eesults of operations filed with our Annual Retpan
Form 10K for the fiscal year ended December 31, 2011 .unapinion, all material adjustments (consistingrofmal
recurring accruals) considered necessary for apf@sentation, in accordance with GAAP, have beetuded. Th
results of operations for the nine months endede®eaper 30, 2012 are not necessarily indicativeesiiits that may |
expected for the entire year ending December 31220

Principles of Consolidation

The accompanying financial statements include, @orssolidated basis, our accounts, the accountaunfvholly-
owned subsidiaries, and variable interest entitiesyIEs, in which we are the primary beneficiadll 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 cdlirig financial
interest, and/or (ii) do not have sufficient equéy risk for the entity to finance its activitiesitout 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 subsidiaries include: (i) CT LegRE&IT, and (ii) five securitization vehicles, inding our three C
CDOs which were sponsored and issued by us andthee similar vehicle. See Note 6 and Note 7 faditawhal
information on our investments in VIEs.

Balance Sheet Presentation

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 iaés, some of whic
were subsidiaries of CT Legacy REIT. Assets ofcalhsolidated VIEs can generally only be used tisfyathe
obligations of those VIEs, and the liabilities ohsolidated VIEs are non-recourse to us.

We have aggregated all the assets and liabilitigheo consolidated securitization vehicles due uo determinatio
that these entities are substantively similar dmetefore a further disaggregated presentation waooldbe mor
meaningful. Similarly, the notes to our consolidhfmancial statements separately describe (i)diact assets al
liabilities, (i) the direct assets and liabilitie§ CT Legacy REIT, and (iii) the assets and lidle$ of consolidate
securitization vehicles, some of which were sulasids of CT Legacy REIT.
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Index
Capital Trust, Inc. and Subsidiaries
Notes to Consolidated Financial Statements (contiraal)
(unaudited)

Equity Investments in Unconsolidated Subsidiariesrad Fair Value Option

Our coinvestment interests in the private equity fundsmamnage are accounted for using the equity mefhioelst
entities’ assets and liabilities are not consolidated intofmancial statements due to our determination (Hahest
entities are not VIEs, and (ii) the investors hau#ficient 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 conséd 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 relatoveur investment in CTOPI, and include any adygstts to fai
value recorded at the fund level in determiningittteme we record on our equity investment in CTOPI

We have elected the fair value option of accountimgCT Legacy REITS investment in CT Legacy Asset, pursua
which we record this investment at fair value ratttean at our historical cost investment amountdifidnally,
changes in the fair value of this investment ammgaized in our consolidated statement of operatidvie made th
election due to our determination that the faiueabf the investment in CT Legacy Asset, as aigetdating portfolic
of assets subject to a noeeourse repurchase obligation, is more meaningfidl indicative of our interests in 1
Legacy Asset than equity method accounting. See Bdbr additional discussion of CT Legacy REIT & Legac
Asset.

Revenue Recognition

Interest income from our loans receivable is reczegh over the life of the investment using the effee interes
method and is recorded on the accrual basis. Feespiums, discounts and direct costs associatel thies:
investments are deferred until the loan is advareetare then recognized over the term of the &saan adjustme
to yield. For loans where we have unfunded commitsiewe amortize these fees and other items onaaylst line
basis. Fees on commitments that expire unusectaogymized at expiration. Income accrual is geneglspended fi
loans at the earlier of the date at which paymbeetome 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 orcdimt accrete
through income over the life of the security. Thisld is calculated using cash flows expected ta@déected whic
are based on a number of assumptions on the unttgtlyans. Examples include, among other things,rtte an
timing of principal payments, including prepaymentspurchases, defaults and liquidations, the gassigh o
coupon rate, and interest rates. Additional factbeg may affect reported interest income on owusges includ
interest payment shortfalls due to delinquencieshenunderlying mortgage loans and the timing aragymitude c
expected credit losses on the mortgage loans wmagithe securities. These are impacted by, amadimer ¢hings, th
general condition of the real estate market, inolgccompetition for tenants and their related dregliality, an
changes in market rental rates. These uncertaiatidscontingencies are difficult to predict and swéject to futur
events that may alter the assumptions.

Fees from special servicing and asset managementese are recorded on an accrual basis as seraireegendere
under the applicable agreements, and when recefpes is reasonably certain. We do not recogmizeritive incom
from our investment management business until ngaticies have been eliminated. Recognition of ieeincome
allocated or paid to us prior to that date is deféérand recorded as deferred incentive incomelitiabinder accoun
payable, accrued expenses and other liabilitieswnconsolidated balance sheet. Depending on thetste of ou
investment management vehicles, certain incenées fnay be in the form of carried interest or prienaistributions.

Cash and Cash Equivalents
We classify highly liquid investments with originalaturities of three months or less from the déteuochase as ca
equivalents. We place our cash and cash equivaleitis high credit quality institutions to minimizeredit risk
exposure. As of, and for the periods ended, Septer@®, 2012 and December 31, 2011, we had bankd=dai
excess of federally insured amounts. We have nmrgenced any losses on our demand deposits, caianeaper ¢
money market investments.

Restricted Cash

We classify the cash balances held by CT LegacyTRisIrestricted because, while these cash balameesvailabl
for use by CT Legacy REIT for operations, debt mervor other purposes, they cannot be used byntik aur
allocable share is distributed from CT Legacy REi¢ cannot be cavingled with any of our other, unrestricted ¢
balances. See Note 6 for additional discussionTof.€gacy REIT.
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Securities

We classify our securities as held-to-maturity ilmbde-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 efaijpns using the level yield method describedrab®ther tha
in the instance of an other-than-temporary impairtmas discussed below, these heldntaturity investments a
carried on our consolidated financial statementheit amortized cost basis.

We may also invest in securities which may be diasisas available-for-sale. Available-fsgle securities are carr
at estimated fair value with the net unrealizedngaodr losses reported as a component of accumulzttes
comprehensive income (loss) in shareholdecgiity. 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 ourwées from available-for-sale to held-toaturity. We have n
designated any securities as available-for-salzedimat time.

Further, as required under GAAP, when, based orertuimformation and events, there has been anrselvwhange
the cash flows expected to be collected from thm®wiously estimated for one of our securities, odiner-than-
temporary impairment is deemed to have occurreadhange in expected cash flows is considered advéithe
present value of the revised cash flows (taking adnsideration both the timing and amount of dashis expected 1
be collected) discounted using the secusityurrent yield is less than the present valuehefgreviously estimat
remaining cash flows, adjusted for cash receipt;iduhe 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 exoésxpected credit losses, or the Valuation AdjstimThe portio
of the other-thartemporary impairment related to expected credddess calculated by comparing the amortized
basis of the security to the present value of dkshs expected to be collected, discounted at #wuisty’'s curren
yield, and is recognized through earnings in thasolidated statement of operations. The remainitigi-than-
temporary impairment related to the Valuation Atjusnt is recognized as a component of accumulatbdi
comprehensive income (loss) in shareholders’ equityportion of other-thanemporary impairments recogni:
through earnings is accreted back to the amortizst basis of the security through interest incowtdle amount
recognized through other comprehensive income )(lass amortized over the life of the security with impact o
earnings.

Loans Receivable, Provision for Loan Losses, Loareld-for-Sale and Related Allowance

We purchase and originate commercial real estdieate related instruments, or Loans, generallyetdeld as long-
term investments at amortized cost. Managemergqgsired to periodically evaluate each of these kdan possibl
impairment. Impairment is indicated when it is deenprobable that we will not be able to collectatiounts du
according to the contractual terms of the Loa®. llfoan is determined to be impaired, we write ddlwnLoan 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 ¢ trespective loan. These valuations require sagmf judgment:
which include assumptions regarding capitalizatiates, leasing, creditworthiness of major tenamtsupancy rate
availability of financing, exit plan, loan sponsifs actions of other lenders and other factorsrisknecessary
management. Actual losses, if any, could ultimatiffer from these estimates.

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

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

2 - Average Risk: A loan that is expected to perform through matunityth 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 taeleabover or other factors) in projected cash fli

4 - Higher Risk: A loan that is expected to perform through maturityt 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
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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

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 whidds a very high likelihood of principal los

In addition, for certain pools of smaller loans whihave similar credit characteristics, primaribamhs with a
outstanding principal balance of $10.0 million ess 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 tygral other facto
deemed relevant for such loan pools. These loansotlandergo the same level of asset managememtrasirge
investments.

In certain cases, we may classify loans as helddite based upon the specific facts and circumssaoicparticula
Loans, including known or expected transactionsarisoheld-forsale are carried at the lower of their amortizest
basis and fair value. A reduction in the fair vabfeloans held-foisale 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 uponmrtiderlying collateral and own an equity interestdal estate a
categorized as real estate owned. We generallyotiintend to hold such foreclosed assets for ltmmgy operatior
and therefore classify such assets as real estédefdr-sale on our consolidated balance sheetal &tate held-for-
sale are carried at the lower of our basis in #e estate and fair value, less cost to sell, vattuctions in fair valt
recorded as an impairment of real estate-helddt#-an our consolidated statements of operations.

Deferred Financing Costs

The deferred financing costs which are includegiiepaid expenses and other assets on our consdlitb@ianc
sheets include issuance costs related to our didigations, and are amortized using the effectiterest method, ol
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
obligation with that same counterparty. We rectiese investments in the same manner as other imgett finance
with repurchase obligation, with the investmentorded as an asset and the related borrowing umyeregurchas
agreement recorded as a liability on our consadddialance sheets. Interest income earned on vestiments ar
interest expense incurred on the repurchase oldigatare reported separately on our consolidatatéraents ¢
operations.

Interest Rate Derivative Financial Instruments

In the normal course of business, we use inteedstderivative financial instruments to managehextge, cash flo
variability caused by interest rate fluctuationpe@fically, we currently use interest rate swapgffectively conve
floating rate liabilities that are financing fixedte assets to fixed rate liabilities. The diffaér@into be paid or receiv
on these agreements is recognized on the accrsial & an adjustment to the interest expense defatthe 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 geiyeamortized over the remaining life of the hedgtem. Thes
swap agreements must be effective in reducing éniahility of cash flows of the hedged items ina@rdo qualify fo
the aforementioned hedge accounting treatment. g&saim value of effective cash flow hedges arecotdid on ot
consolidated financial statements through accuradlather comprehensive income (loss) and do nettffur ne
income (loss). To the extent a derivative doesquatlify for hedge accounting, and is deemed ahmxige derivativi
the changes in its value are included in net incfoes).

To determine the fair value of interest rate densafinancial 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 paybapleur taxabl
REIT subsidiaries. Many of these requirements, h@wneare highly technical and complex. If we weyddil to mee
these requirements, we may be subject to feddedé and local income tax on current and past imc@nd penaltie
See Note 10 for additional informatic
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Accounting for Stock-Based Compensation

Stockbased compensation expense is recognized in netmaising a fair value measurement method, whic
determine with the assistance of a third-party ajspt firm. Compensation expense for the time wgstif stockbase:
compensation grants is recognized on the acceteritabution 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@arfmulation i
run approximately 100,000 times. For each simutatihe payoff is calculated at the settlement datel is the
discounted to the grant date at a fisde interest rate. The average of the values allesimulations 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 diddgrowth 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 was $164.8 million aB@9s8 million for the nine months ended Septemifer2p1:
and 2011, respectively. The primary componentsoofigrehensive income other than net income are nihealize
gains and losses on derivative financial instrumestd the component of other-thmporary impairments
securities related to the Valuation Adjustment.

Earnings per Share of Common Stock

Basic earnings per share, or EPS, is computed b@sdlde net earnings allocable to common stockstock units
divided by the weighted average number of sharesoofmon stock and stock units outstanding durireggériod
Diluted EPS is determined using the treasury stoethod, and is based on the net earnings allotalemmon stoc
and stock units, divided by the weighted averagebar of shares of common stock, stock units anermiatly
dilutive common stock options and warrants. SeeeMdior additional discussion of earnings per share

Use of Estimates

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

Reclassifications
Certain reclassifications have been made in theemtation of the prior period consolidated finahsiatements 1
conform to the September 30, 2012 presentation.

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

The Balance Sheet Investment segment includesansotidated portfolio of interest earning assets te financin
thereof. The Investment Management segment incltiitlesnvestment management activities of our whoiknec
investment management subsidiary, CT Investmentagament Co., LLC, or CTIMCO, and its subsidiaras,wel
as our canvestments in investment management vehicles. @Ms a taxable REIT subsidiary and serves a
investment manager of Capital Trust, Inc., all af cmvestment management vehicles and CT CDOs,sanks &
senior servicer and special servicer for certaiawfinvestments and 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 participattshe measurement date. Our assets and liabilitlesh are
measured at fair value are discussed in Note 12.
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Recent Accounting Pronouncements

In April 2011, the FASB issued Accounting Standatdisdate 2011-02, “Receivables (Topic 310): A Credit
Determination of Whether a Restructuring Is a TiedbDebt Restructuring,” or ASU 2011-02. ASU 2012-
primarily clarifies when creditors should classifyan modifications as troubled debt restructurimgsl provide

examples and factors to be considered. Loan matiifiess which are considered troubled debt restrings coul

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

effective for the first interim or annual perioddgiening after June 15, 2011, with retrospectiveligppon to the

beginning of the year. The adoption of ASU 2@PLdid not have a material impact on our finansi@tement:

however will impact how we account for loan modifions, and may result in an increase in the loadifications wi

classify as troubled debt restructurings, and foeeeour provision for loan losses.

In April 2011, the FASB issued Accounting Standakdgdate 2011-03, Transfers and Servicing (Topic 8€
Reconsideration of Effective Control for RepurchAsgeements,” or ASU 2011-03. ASU 2003-primarily remove
certain criteria from the consideration of effeetisontrol over assets subject to repurchase agresnie removal
these criteria will generally result in asset tfars pursuant to repurchase agreements being aecbfor as secur
borrowings, with both the transferred assets apdrahase liability recorded on the transfesdralance sheet. A¢
2011903 is effective for the first interim or annual et beginning after December 15, 2011, and is tajgliec
prospectively to transactions which occur subsefteethe effective date. The adoption of ASU 2@RBLeid not hav
a material impact on our financial statements.

In May 2011, the FASB issued Accounting Standargxldte 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 measurenmelated to (i) instruments helc
a portfolio, (ii) instruments classified within sie&olders’ equity, (iii) application of the “highesnd best useoncep
to nonfinancial assets, (iv) application of block&dgctors and other premiums and discounts in #éheation proces
and (v) other matters. In addition, ASU 2004-expanded the required disclosures around fadirevaneasuremer
including (i) reporting the level in the fair validgerarchy used to value assets and liabilitiesctviaire not measurec
fair value, but where fair value is disclosed, diiidqualitative 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 did not have a material impact on our finar
statements, however it did expand our disclosweledad to fair value measurements.

In June 2011, the FASB issued Accounting Stand&spgdate 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 coefygnsive incom
which would immediately follow the statement of oggéons, and would report the components of otbengrehensiv
income. In December 2011, the FASB issued Accogritandards Update 2011-1Zdmprehensive Income (Toj
220): Deferral of the Effective Date for Amendmetttishe Presentation of Reclassification Items @uAccumulate:
Comprehensive Income in Accounting Standards Up#@fel-05,” or ASU 2011-12. ASU 20122 maintained tt
presentation requirements for comprehensive incomaer ASU 201105, however deferred the requirement to pre
certain reclassification adjustments into and duaecumulated other comprehensive income on a drasis. ASL
2011-05 and ASU 200112 are both effective for the first interim or aahperiod beginning after December 15, 2!
and should be applied retrospectively to all pesiogported after the effective date. Our early idapas permittes
of ASU 2011-05 and ASU 20112 as of December 31, 2011 did not have a materiphct on our financi
statements, other than the change in presentatiocongprehensive income as a separate financiartait.

Note 3. Loans Receivable, Net and Loan Participatis Sold

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 loawere transferred to a majoritywned subsidiary, CT Legacy REIT. (
only remaining loan was one which had previouslgrbsold to a thirgrarty and recorded as a participation sold .
and liability. In addition, as described in Notec2y consolidated balance sheets separately statdirect assets a
liabilities and certain assets and liabilities onsolidated subsidiaries. See Note 6 for disclasuegarding loar
receivable that have been transferred to CT Le@deM, and see Note 7 for comparable disclosureardigg loan
receivable that are held in consolidated secutitimavehicles, as separately stated on our coreelitbalance sheets.
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Participations sold represent interests in cetta@ns that we originated and subsequently solahéoad our investme
management vehicles or to thiparties. We have historically presented these gpations sold as both assets
non+ecourse liabilities because these arrangement®tlqualify as sales under GAAP. Generally, pgptitibns sol
are recorded as assets and liabilities in equaliatean our consolidated balance sheets, and awadeyut amount ¢
interest income and interest expense is recordenuorconsolidated statements of operations. We haveconomi
exposure to these liabilities.

During September 2012, our one remaining loan @pétion sold was repaid.
Note 4. Equity Investments in Unconsolidated Subsidries

Our equity investments in unconsolidated subsid&rtonsist of our cowestments in investment managen
vehicles that we sponsor and manage. As of SepteBthe2012, we had a dovestment in two such vehicles,
Opportunity Partners |, LP, or CTOPI, and CT Higtace Partners Il, LLC, or CT High Grade II.

In December 2007, we made a commitment to invegb§25.0 million in CTOPI, or 4.6% of CTORBItotal capite
commitments. We have funded $17.1 million of oumaatment as of September 30, 2012 and received i§i6li®n
as a return of capital, resulting in a $10.2 millilunded and a $14.8 million unfunded commitmentahee
Subsequent to the expiration of CTGRIhvestment period in September 2012, our obbgato fund addition:
capital to CTOPI is limited.

In accordance with the CTOPI management agreer@ditkCO may earn incentive compensation in an ameqguoia
to 17.7% of the fund profits, after a 9% preferred return and 100%rrebf capital to the CTOPI partners. While
have not yet received any incentive distributionmmf CTOPI, we have been allocated $5.9 million rodentive
compensation based on a hypothetical liquidationthef fund at its net asset value as of September2G02
Accordingly, we have recognized this allocatiorpagt of our equity investment in CTOPI, however heee deferre
the recognition of income until cash is collectedppropriate contingencies have been eliminated.

In April 2012, we purchased a 0.44% interest in Bigh Grade Il from an existing investor for $2.8llman,
representing our initial co-investment in CT Higlha@e 1. Our canvestment represents a $2.9 million total ca
commitment to CT High Grade I, of which our unfeadcommitment is $480,000 as of September 30, 284 ZT
High Grade 15 investment period expired in May 2011, our olilayato fund additional capital to CT High Grad
is limited.

Activity relating to our equity investments in umsmlidated subsidiaries for the nine months endegte®nber 3l
2012 was as follows (in thousands):

CT High
CTOPI Grade | Total

December 31, 201 $10,39¢ $— $10,39¢
Contributions 1,241 2,78¢ 4,03(
Income from equity investments in

unconsolidated subsidiari®) 7,06¢ 15¢ 7,221
Distributions (2,940 — (2,940
September 30, 2012 $15,76¢ $2,94: $18,71(

(1) Includes $5.9 million of incentive income allocatiedus from CTOPI under the equity method of actiogr
This incentive income has not been recognizedeataings, but recorded as a deferred incentivared@bility
under accounts payable, accrued expenses andiatilities on our consolidated balance sh

As of September 30, 2012, our maximum exposurese from CTOPI and CT High Grade Il was $7.7 millanc
$2.8 million, respectively.
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Note 5. Debt Obligations

As described in Note 1, on March 31, 2011, we vestired, amended, or extinguished all of our ontlitay recours
debt obligations. In addition, as described in Nbteur consolidated balance sheets separately atatdirect asse
and liabilities and certain assets and liabiliid<onsolidated subsidiaries. See Note 6 for dsales regarding de
obligations of CT Legacy REIT, and see Note 7 famparable disclosures regarding debt obligationsoofolidate
securitization vehicles, all of which are non-res®uto us, as separately stated on our consolitiaiedce sheets.

In conjunction with our March 2011 restructuringdaihe corresponding satisfaction of our senior icrigtility anc
junior subordinated notes, whc-owned subsidiaries issued secured notes to theseifccreditors, which secur
notes are nomecourse to us. The secured notes had an aggiageteface balance of $7.8 million and are secuiog
93.5% of our equity interests in the class A-1 atabs A2 common stock of CT Legacy REIT, which repres
48.3% of the total outstanding class A-1 and ckasscommon stock of CT Legacy REIT. The secured notatire
on March 31, 2016 and bear interest at a rate 2% &er annum, which interest may be deferred mmditurity. All
dividends we receive from our equity interestshie tommon stock of CT Legacy REIT which serve diaimra
under the secured notes must be used to pay, payraterest and principal due thereunder, ang after the notes’
full satisfaction will we receive any cash flow nothe common equity interests in CT Legacy REIT t$exve a
collateral for the notes. Any prepayment, or pagigpayment, of the secured notes will incur gppyenent premiul
resulting in a total payment of principal and ietsrunder the secured notes of $11.1 million.

We had secured notes outstanding with an accretek alue of $8.3 million and $7.8 million as ofgfsember 3(
2012 and December 31, 2011, respectively.

Note 6. CT Legacy REIT

As discussed in Note 1, in connection with the Ma2611 restructuring, we transferred substantalllypf our directly
held interest earning assets to a subsidiary ol.€Jacy REIT. CT Legacy REIT is beneficially owne2% by us
24% by an affiliate of Five Mile Capital (the formmezzanine lender to CT Legacy REIT), and 24%Heyforme
lenders under our senior credit facility. In adsfiti the former holders of our junior subordinatetes received class
common stock, a subordinate class of common stddkhaentitles its holders to receive approximat2bpo of the
dividends that would otherwise be payable to uswnequity interest in the common stock of CT LegRE&IT, afte
aggregate cash distributions of $50.0 million haeen paid to all other classes of common stock.nvdeage C
Legacy REIT and CT Legacy Asset as a liquidatindfplio.

On February 10, 2012, we refinanced CT Legacy REEzzanine loan and repurchase facility with glsinnev
$124.0 million repurchase facility with JPMorgareTborrower under the new JPMorgan facility, CT d@gAsset, i
a wholly owned subsidiary of CT Legacy REIT and ewall of its assets, other than cash. As a redulhe
refinancing, we discontinued consolidation of CTghey Asset. As a result, its assets and liabilitvesre
deconsolidated from our financial statements aBetifruary 10, 2012. We recognized a gain of $146ldbomon the
deconsolidation of CT Legacy Asset, which was prilmahe reversal of charges to GAAP equity resigtirom losse
previously recorded in excess of our economic @dir in securitization vehicles which were consaéd by C
Legacy Asset.

As of September 30, 2012, our consolidated balaheet includes (i) restricted cash of $16.1 mill@nCT Legac
REIT, and (ii) a $100.1 million investment in CTdaey Asset, a 100% owned subsidiary of CT LegacylTRErior tc
February 10, 2012, CT Legacy Asset was consolidatettherefore our consolidated balance sheetdedlits loan
receivables, securities held-to-maturity, otheetssdebt obligations and other liabilities.

The liabilities of CT Legacy Asset are all nmzourse to CT Legacy REIT and us. Neither we,Gblegacy REIT i
obligated to provide, nor have we or CT Legacy Rpldvided, any financial support to CT Legacy Asset

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 consolidatsecuritizatiol
vehicles. The following disclosures relate speaific to the direct assets and liabilities of CT hey REIT, a
separately stated on our consolidated balancesheet
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A. Securities Held-to-Maturity — CT Legacy REIT

Index

CT Legacy REITS securities portfolio consists of CMBS, CDOs, atber securities. Activity relating to the
securities for the nine months ended Septembe2@®I®, was as follows (in thousands):

CDOs & Total
CMBS Other Book Value
December 31, 201 $1,34¢ $1,25¢ $2,60:
Principal paydown (17 — (17)
Discount/premium amortization & oth 18 7 25
Deconsolidation of CT Legacy Ass) (1,349 (1,267) (2,610
September 30, 2012 $— $— $—

(1)  As further described above, we deconsolidated GJatg Asset in the first quarter of 2012. As a reghe securities owned by CT Leg
REIT are no longer included in our consolidateaficial statement

The following table details overall statistics 10 Legacy REITS securities portfolio as of September 30, 201z
December 31, 2011:

September 30, 201 December 31, 201.

Number of securitie — 6

Number of issue — 5
Rating® @ N/A CCC+

Fixed / Floating (in millions® /% $2 /%1
Coupon® 4 N/A 5.43%

Yield @ 4) N/A 3.31%

Life (years)® () N/A 4.9

1)
@

®3)
4)

®)

Represents a weighted average as of December B1,

Weighted average ratings are based on the lowésgrpublished by Fitch Ratings, Standard & F's ol
Moody's Investors Service for each secur

Represents the aggregate net book value of thiofiorllocated between fixed rate and floatingersecurities
Coupon is based on the secur’ contractual interest rates, while yield is baseaxmected cash flows for et
security, and considers discounts/premiums and asseperformance. Calculations for floating rate se@s
are based on LIBOR of 0.30% as of December 31, 2

Weighted average life is based on the timing andwnof future expected principal payments throtiog
expected repayment date of each respective invast

The table below details the ratings and vintagéritigion of CT Legacy REIT® securities as of December 31, 2

(in thousands):

Rating as of December 31, 201

CCC and
Vintage B Below Total
2003 $— $1,25¢ $1,25¢
1997 17¢ — 17¢
1996 — 1,167 1,167
Total $17¢ $2,42: $2,60:
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Other-than-temporary impairments

The following table summarizes activity related ttee other-than-temporary impairments of CT LegadylTRs
securities during the nine months ended Septenthe2@®.2 (in thousands):

Non-Credit
Gross Other- Credit Related Related

Than- Other-Than- Other-Than-

Temporary Temporary Temporary

Impairments Impairments Impairments
December 31, 201 $26,55° $26,10! $452
Amortization of othe-thar-temporaryimpairments (24) (12 (13
Deconsolidation of CT Legacy Ass(®) (26,53)) (26,099 (439
September 30, 2012 $— $— $—

@

As further described in Note 1 above, we deconatdidi CT Legacy Asset in the first quarter of 2042a result, the securities owned by
Legacy REIT, some of which were ot-thar-temporarily impaired, are no longer included in consolidated financial statemer

Unrealized losses and fair value of securities

Certain of CT Legacy REIF securities were carried at values in excess aif thir values. This difference can
caused by, among other things, changes in creditidp and interest rates.

The following table shows the gross unrealizeddesand fair value of securities for which the faitue is lower tha
their book value as of December 31, 2011, andatehot deemed to be other-than-temporarily imgdiire 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 Rate $— $— $0.2 ($1.7) $0.2 ($1.7) $1.2
Fixed Rate 1.z — — — 1.z — 1.2
Total $1.2 $— $0.2 ($1.1) $1.2 ($1.7) $2.5

@

Excludes, as of December 31, 2011, $179,000 ofrgiesuwhich were carried at or below fair valuelaecurities against which an ot-
thar-temporary impairment equal to the entire book valas recognized in earning

As of December 31, 2011, two of CT Legacy REIT'susities with an aggregate book value of $2.5 wnilliwere
carried at a value in excess of their fair valuer Falue for these securities was $1.4 milliorohBecember 31, 201
In total, as of December 31, 2011, CT Legacy REd kix investments in securities with an aggrepatek value ¢
$2.6 million that have an estimated fair value ofébmillion, including two investments in CMBS witn estimate
fair value of $1.4 million and four investments@DOs and other securities with an estimated fdirevaf $158,000.

We determine fair values using a combination afttipiarty dealer assessments of value and our owmadténancia
model-based estimations of fair value. See Noted further discussion of fair value.

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 initidenmriting fol
each investment. Our efforts are supplemented ibg-garty research reports, thipdrty market assessments and
dialogue with market participants. We attribute thiference between book value and estimated faivues to th
current market dislocation and a general negati@e &gainst structured financial products suchMBE and CDOs.
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B. Loans Receivable, Net — CT Legacy REIT

Index

Activity relating to CT Legacy REIF loans receivable for the nine months ended Sdqae0, 2012 was as follo

(in thousands):

Provision

Gross Book for Net Book

Value Loan Losse: Value (1)
December 31, 201 $436,31. ($229,801) $206,51-
Principal paydown (259) — (259)
Discount/premium amortization & oth 28 — 28
Deconsolidation of CT Legacy Ass(@ (436,08) 229,80( (206,289
September 30, 2012 $— $— $—

(1) Includes loans with a total principal balance 03649 million as of December 31, 20:

(2)  As further described above, we deconsolidated CJatg Asset in the first quarter of 2012. As a reghle loans owned by (

Legacy REIT are no longer included in our consaéiddinancial statement

The following table details overall statistics fof Legacy REITS loans receivable portfolio as of September 322

and December 31, 2011:

September 30, 2012 December 31, 2011

Number of investment = 17
Fixed / Floating (in millions® /% $56 / $151
Coupon® ) N/A 4.59%
Yield @® N/A 5.21%
Maturity (years)@ 4) N/A 1.4

(1) Represents the aggregate net book value of thiofiorllocated between fixed rate and floatingeriatans

(2) Represents a weighted average as of December B1,
(3) Calculations for floating rate loans are based BUOR of 0.30% as of December 31, 20
(4) Represents the final maturity of each investmesiirméng all extension options are execu
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The tables below detail the types of loans in Cf§day REITS portfolio, as well as the property type and gapbit
distribution of the properties securing these lpassof September 30, 2012 and December 31, 20thdusands):

September 30, 201

December 31, 201.

Book Book
Asset Type Value Percentagt Value Percentagt
Senior mortgage $— —%  $77,98t 37%
Subordinate interests in
mortgage: — — 58,07¢ 28
Mezzanine loan — — 47,27 23
Other — — 23,17¢ 12
Total $— —% $206,51 10(%
Book Book
Property Type Value Percentagt Value Percentagt
Office $— —%  $84,51¢ 41%
Hotel — — 75,24( 36
Multifamily — — 14,21 7
Other — — 32,54! 16
Total $— —% $206,51 10(%
Book Book
Geographic Location Value Percentagt Value Percentagt
Northeas $— —%  $64,04( 31%
Southwes — — 40,35 19
West — — 38,17¢ 18
Southeas — 20,07¢ 10
Northwest — — 9,36¢ 5
International — — 34,50 17
Total $— —% _$206,51 100%

Loan risk ratings

Quarterly, management evaluates CT Legacy RElban portfolio for impairment as described in &dt. Ir
conjunction with our quarterly loan portfolio resiemanagement assesses the performance of eaglatahassigns
risk rating based on several factors including rigkloss, LTV, collateral performance, structurgjt eplan, ani

sponsorship. Loans are rated one (less risk) threight (greater risk), which ratings are definedNbte 2.

The following table allocates the net book valud anincipal balance of CT Legacy RE§IToans receivable based
our internal risk ratings as of September 30, 281@ December 31, 2011 (dollars in thousands):

Loans Receivable as of September 30, 2012 Loans Receivable as of December 31, 2011
Risk Number Principal Net Number Principal
Rating of Loans Balance Book Value of Loans Balance Book Value
1-3 — $— $— 5 $91,94( $92,33:
4-5 — — — 5 64,15: 64,127
6-8 — — — 7 279,88 50,05¢
Total — $— $— 17 $435,97. $206,51.
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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 aSeptember 30, 2012 and December 31, 2011 (doflal®ousands):

Senior Mortgage Loans
as of September 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 $27,50: $27,50:
4-5 — — — 2 21,00( 20,97¢
6-8 — — — 2 42,56¢ 29,50"
Total — $— $— 5 $91,07. $77,98!
Subordinate Interests in Mortgages
as of September 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 — — — 1 24,53: 24,53
6-8 — — — 4 85,02« 20,54°
Total — $— $— 6 $122,55! $58,07¢
Mezzanine & Other Loans
as of September 30, 2012 as of December 31, 2011
Risk Number Principal Net Number Principal Net
Rating of Loans Balance Book Value of Loans Balance Book Value
1-3 — $— $— 3 $51,43° $51,83(
4-5 — — — 2 18,62( 18,62(
6-8 — — — 1 152,28¢ —
Total — $— $— 6 $222,34i $70,45(

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

Activity relating to CT Legacy REIT's loans heldrfsale for the nine months ended September 30, 2Gk2 a

follows (in thousands):

Gross Book  Valuation
Value Allowance Net Book Value
December 31, 201 $32,33: ($1,45¢) $30,87!
Deconsolidation of CT Legacy Ass) (32,33) 1,45¢ (30,879
September 30, 2012 $— $— $—

(1)  As further described above, we deconsolidated GJatg Asset in the first quarter of 2012. As a resbe loans held-fosale owne

by CT Legacy REIT are no longer included in oursmidated financial statemen
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D. Debt Obligations — CT Legacy REIT
As of September 30, 2012, CT Legacy REIT did natehany debt obligations outstanding. As of Decen®igr2011

CT Legacy REIT had $113.6 million of total debtightions outstanding. The balances of each categfodgbt wer
as follows (in thousands):

September 30, December 31,
2012 2011
Principal Book Principal Book
Debt Obligations Balance® Value @ Balance Value
Repurchase obligation (JPMorg: $— $— $58,46¢ $58,46:¢
Mezzanine loal — — 65,27¢ 55,11
Total/Weighted Average $— $— $123,73¢ $113,57!

(1) As further described above, we deconsolidated GJatg Asset in the first quarter of 2012. As a reshé debt obligations
CT Legacy REIT are no longer included in our coiastéd financial statement

Repurchase Obligatior

In conjunction with our restructuring on March 2011, our three legacy repurchase obligations vaeseimed k
wholly-owned subsidiaries of CT Legacy REIT, and the resmto Capital Trust, Inc. was eliminated. On Fabyu0
2012, we refinanced CT Legacy RE$Tone remaining repurchase facility and its mezmatoan with a single, ne
$124.0 million repurchase facility with JPMorgarheTnew facility is an obligation of CT Legacy Assetatures i
December 2014, carries a rate of LIBOR+6.00% aSegtember 30, 2012, and has paydown hurdles andiaiss
potential rate increases over the term of theifgci\s a result of the refinancing, we discontidwmnsolidation of C
Legacy Asset. See Note 1 and the introduction tte NMofor further discussion on the deconsolidatdiCT Legac
Asset.

Mezzanine Loa

On March 31, 2011, CT Legacy REIT entered into 8.8 million mezzanine loan with Five Mile Capithht carrie
an interest rate of 15.0% per annum, of which 7r0&y be deferred, and that had a maturity date atMa1, 201¢
The mezzanine loan was not recourse to Capitalt,Thus. except for certain limited non-recourseadbboy” carve
outs.

As of December 31, 2011, the mezzanine loan haduistanding principal balance of $65.3 million (irding
deferred interest) and a book balance of $55.lianillAs discussed above, on February 10, 2012 efieanced C
Legacy REIT5 JPMorgan repurchase facility and its mezzania@ lith a single, new $124.0 million repurct
facility with JPMorgan. As a result of the refinamg, we discontinued consolidation of CT Legacy éts§$ee Note
and the introduction to Note 6 for further discosson the deconsolidation of CT Legacy Asset.

E. Participations Sold — CT Legacy REIT

Participations sold represent interests in ceftans that we originated and subsequently solchéoas our investme
management vehicles or to thipdsties. We have historically presented these gpations sold as both assets
non+ecourse liabilities because these arrangement®tqualify as sales under GAAP. Generally, pgptitions sol
are recorded as assets and liabilities in equaliatean our consolidated balance sheets, and avaégnt amount ¢
interest income and interest expense is recordeslipgonsolidated statements of operations. Howeéngraired loa
assets must be reduced through the provision famsidosses while the associated necourse liability cannot |
reduced until the participation has been contrdigtetinguished. This can result in an imbalanetween the loe
participations sold asset and liability. We haveenonomic exposure to these liabilities.
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The following table describes CT Legacy REParticipations sold assets and liabilities aBeéember 31, 2011 |
thousands):

September 3C December 31

2012 2011

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 $— ($97,46%

F. Derivative Financial Instruments — CT Legacy RET

As discussed in Note 1, on February 10, 2012, Vieareced CT Legacy REIF mezzanine loan and repurct
facility with a single, new $124.0 million repurde facility with JPMorgan. As a result of the reficing, wi
discontinued consolidation of CT Legacy Asset aBedfruary 10, 2012.

CT Legacy REIT is not party to any interest rateagvagreements. As of December 31, 2011, CT Leg&iyf'R
formerly consolidated subsidiary, CT Legacy Asseds party to five interest rate swaps with a naiamount c
$60.8 million and fair value of $8.8 million.

During the period from January 1, 2012 to Februey 2012, while we consolidated CT Legacy Asseinatde ne
payments of $262,000 under its interest rate swadych were recorded as a component of interestresegpeDuring th
same period, we recognized $291,000 as a compoherterest expense for the change in fair valuthe$e swaps.
addition, as a result of the deconsolidation ofl@§acy Asset, we reclassified $1.8 million fromestikomprehensiy
income to interest expense. This amount repregbatsinamortized balance of prior fair value adjwesita to thes
interest rate swaps from the second quarter of 2@h&n we discontinued the designation of thesgswa cash flo
hedges.

G. Investment in CT Legacy Asset — CT Legacy REIT

As discussed in Note 1, on February 10, 2012, ieareced CT Legacy REI¥ mezzanine loan and repurct
facility with a single, new $124.0 million repurdwafacility with JPMorgan. The borrower under tiemvnJPMorga
facility, CT Legacy Asset, is a wholly owned suliaigt of CT Legacy REIT and owns all of its assetber than cas
As a result of the refinancing, we discontinuedsmidlation of CT Legacy Asset. As a result, itseassand liabilitie
were deconsolidated from our financial statemestsfdebruary 10, 2012.

We have elected the fair value option of accountimgCT Legacy REITS investment in CT Legacy Asset, pursua
which we record this investment at fair value ratttean at our historical cost investment amountdifidnally,
changes in the fair value of this investment acegaized in our consolidated statement of operatidhe fair value «
CT Legacy REITS investment in CT Legacy Asset was $89.7 milliod $100.1 million at February 10, 2012
September 30, 2012, respectively.

The liabilities of CT Legacy Asset are all noezourse to us, and we are not obligated to provide have w
provided, any financial support to CT Legacy Asse€CT Legacy REIT. We are only exposed to investnhasses i
CT Legacy Asset via our investment in CT Legacy REthich itself holds only two assets, cash of $1@illion anc
an investment in CT Legacy Asset of $100.1 milliblet of noncontrolling interests, our investmentdf Legac
REIT is $53.1 million. After giving effect to thel$.1 million which will ultimately be payable undeur secured not
and $7.8 million payable under the CT Legacy REl@hagement incentive awards plan, our maximum expads
loss from CT Legacy REIT, and therefore CT Legasge, is $34.2 million.
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The following table represents summarized finaniafrmation for CT Legacy Asset (in thousands):

For the Period from February 11, 201:
through September 30, 2011

Income Statement

Total revenue(@ $140,74.
Total expense§) (12,00
Net gain $128,741

As of September 30, 201

Balance Shee
Total asset $615,72!

(1) Includes activity and balances of VIEs consoliddigcCT Legacy Asse
(2) Includes interest income and gain on extinguishroédebt.
(3) Includes interest expense, general and adminigtratipenses, provisions and impairme

Note 7. Consolidated Securitization Vehicles

As of September 30, 2012, our consolidated balaheet includes an aggregate $402.2 million of asmed $517.
million of liabilities related to four consolidatesecuritization vehicles. Our consolidated seaatiton vehicle
include two categories of entities: (i) collatezali debt obligations sponsored and issued by ugshwie refer to &
CT CDOs and (ii) other consolidated securitizatiehicles which were not issued or sponsored by us.

Due to the deconsolidation of CT Legacy Asset oborrary 10, 2012, as discussed in Note 1, we detidased oni
CT CDO, CT CDOQO Ill, and three other securitizati@hicles that are owned by CT Legacy Asset.

CT CDOs

We currently consolidate three collateralized ddfligation, or CDO, entities, which are VIEs thagre sponsored |
us. These CT CDOs invest in commercial real eddats instruments, some of which we originated/asglian:
transferred to the CDO entities, and are finangethb debt and equity they issue. We are namedlkearal manag:
of all three CT CDOs and are named special servicera number of CDO collateral assets. As a resf
consolidation, our subordinate debt and equity ashmp interests in these CT CDOs have been elimihand ot
balance sheet reflects both the assets held andisteied by these CDOs to thipasties. Similarly, our operati
results and cash flows include the gross amoufdterkto the assets and liabilities of the CT CD@ties, as oppost
to our net economic interests in these entitieeskarned by us for the management of these CDeOdliarinated i
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@istributior
provisions, which are subject to change due to mantbreaches or asset impairments, as furtherideddelow i
this Note 7. The liabilities of the CT CDOs, whiale also consolidated on our balance sheet, areauoorse to u
and can generally only be satisfied from each CD@spective asset pool.

We are not obligated to provide, nor have we predjdany financial support to these CT CDOs.
Other Consolidated Securitization Vehicles

As discussed above, we currently consolidate oheratecuritization vehicle, which is substantiaigilar to the C
CDOs. This securitization vehicle invests in comoi@rreal estate debt instruments, which investsiemtre nc
originated or transferred to the entity by us. dldiion to our investment in the subordinate classkthe securitie
issued by this vehicle, we are named special saraic its collateral assets. As a result of codstitbon, our ownersh
interest in this consolidation vehicle has beemiglated, and our balance sheet reflects both thetabeld and de
issued by this vehicle to thingdarties. Similarly, our operating results and cialvs include the gross amounts rel:
to the assets and liabilities of the securitizatiehicle, as opposed to our net economic interethis entity. Speci
servicing fees paid to us on assets owned by #tigcle are eliminated in consolidation.

Our interest in the assets held by this securitinatehicle, which are consolidated on our balastoeet, is restricte
by the structural provisions of this entity, andexovery of our investment in the vehicle will bhmited by it:
distribution provisions. The liabilities of the sgitization vehicle, which are also consolidatedaur balance she
are non-recourse to us, and can generally onhatigfied from its collateral assets.
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We are not obligated to provide, nor have we predjdiny financial support to this consolidated sézation vehicle
In addition, this investment has been made thraarghof our CT CDOs, which limits our exposure tsslas discuss
above. We have recognized losses on the collassalts of this CT CDO in excess of our investnigeriein, resultin
in a zero net exposure to loss as of Septembet(BX.

As described in Note 2, our consolidated balaneetshseparately present: (i) our direct assetdiabitities, (ii) the
direct assets and liabilities of CT Legacy REITd4(iii) the assets and liabilities of consolidats€curitizatiol
vehicles. The following disclosures relate spealfic to the assets and liabilities of consolidateeturitizatiol
vehicles, as separately stated on our consolidstkhce sheets.

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 nine monttdedrSeptember 30, 2012 was as follows (in thougands

CDOs & Total

CMBS Other Book Value @

December 31, 201 $357,03 $1,93¢ $358,97.

Principal paydown (38,399 (2,939 (40,329

Discount/premium amortization & oth® (259) 20z (57

Otherthar-temporary impairment:

Recognized in earning (160 — (160
Recognized in accumulated other comprehensive

income 16C — 16C

Deconsolidation of CT Legacy Ass®) (193,73) 29,99¢ (163,739

September 30, 2012 $124,64: $30,20( $154,84:

(1) Includes securities with a total face value of $23@illion and $490.9 million as of September 3012 and December :
2011, respectively

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

(3) As further described above, we deconsolidated GJatyg Asset in the first quarter of 2012. As a reshk securities own
by its consolidated securitization vehicle areomgler included in our consolidated financial staeta. Also, certain securit
which are owned by our consolidated securitizatiehicles, that had previously been eliminated insotidation, are no
included in our consolidated financial statemeBte Note 6 for additional discussion on CT LegasgeA

As of both September 30, 2012 and December 31,, 20l4f our consolidated securitization vehiclesturities wel
classified as held-to-maturity.
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The following table allocates the book value of oansolidated securitization vehiclesgcurities as of September
2012 between their amortized cost basis, amoundtete to mark-tanarket adjustments on securities previo
classified as available-for-sale, and the portiérotlver-thantemporary impairments not related to expected t
losses (in thousands):

CDOs & Total
CMBS Other Securities

Amortized cost basi $136,93: $30,20( $167,13:
Mark-to-market adjustments on securities

previously classified as availa-for-sale 6 — 6
Other-than-temporary impairments recognized in

accumulated other comprehensive inct (22,29) — (12,29)
Total book value as of September 30, 2012 $124,64: $30,20( $154,84!

The following table details overall statistics four consolidated securitization vehicle®curities portfolio as
September 30, 2012 and December 31, 2011:

September 30, 201 December 31, 201.
Number of securitie 33 52
Number of issue 23 36
Rating® @ B+ BB+
Fixed / Floating (in millions® $154 / $1 $358 / $1
Coupon® 4 6.15% 6.49%
Yield @ 4) 6.32% 7.41%
Life (years)® () 3.1 2.5

1)
@

®3)
4)

®)

Represents a weighted average as of SeptembedB®ahd December 31, 2011, respectiv

Weighted average ratings are based on the lowésgrpublished by Fitch Ratings, Standard & F's ol
Moody's Investors Service for each secur

Represents the aggregate net book value of thiofiorllocated between fixed rate and floatingersecurities
Coupon is based on the secur’ contractual interest rates, while yield is baseaxmected cash flows for et
security, and considers discounts/premiums and asseperformance. Calculations for floating rate se@s
are based on LIBOR of 0.21% and 0.30% as of Sepef) 2012 and December 31, 2011, respecti
Weighted average life is based on the timing andwnof future expected principal payments throtiog
expected repayment date of each respective invast

The table below details the ratings and vintagériligion of our consolidated securitization vebglsecurities as 1
September 30, 2012 (in thousands):

Rating as of September 30, 201

CcCC
and
Vintage AAA AA A BBB BB B Below Total

2006 $— $— $— $— $— $— $15,13( $15,13(
2005 — — — — — — 36,67: 36,67:
2004 — — — 24,75 — — — 24,75
2003 — 3,00t 1,971 — — 4,98:
2002 — — — — 6,72¢ — 2,38¢ 9,11:
2001 — — — — — 5,42¢ 2,557 7,98:
2000 2,89 — — — 19,05¢ — 3,99 25,94°
1999 — — 4,00( — 15,02 — — 19,02
1998 — 2,16( 7,391 — 151 — 1,53i 11,24¢
Total $2,89¢ $2,16( $11,39° $27,75¢ $42,93¢ $5,42¢ $62,27 $154,84:
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The table below details the ratings and vintagtritligion of our consolidated securitization veb&l securities as 1
December 31, 2011 (in thousands):

Rating as of December 31, 201

CCC
and
Vintage AAA AA A BBB BB B Below Total

2006 $— $— $— $— $— $— $14,88¢ $14,88:«
2005 — — — — — — 7,06( 7,06(
2004 — 24,78( 1,93¢ — — — — 26,71t
2003 9,90¢ — — 3,011 1,96¢ — 14,88¢
2002 — — — — 6,712 — 2,28: 8,99t
2001 — — — — — 5,42¢ 1,73( 7,15¢
2000 2,891 — — — 19,93¢ — 3,98t 26,81:
1999 — — 11,23 1,41« 17,38( — — 30,027
1998 45,95¢ 46,31F 37,58( 43,60} 11,90: — 5,00( 190,35¢
1997 4,43¢ 16,15¢ — 5,22: 2,762 3,507 32,08(
Total $63,18¢ $71,09! $66,90° $48,03. $63,11° $8,18t¢ $38,44- $358,97.

Other-than-temporary impairments

Quarterly, we reevaluate our consolidated secatitn vehicles’securities portfolio to determine if there has bae
other-thantemporary impairment based upon expected future ftaws from each securities investment. As a tesf
this evaluation, under the accounting guidanceudised in Note 2, during the nine months ended 8dyee30, 201.
we determined that $160,000 of impairments preWorecorded in other comprehensive income shoultebegnize
as credit losses due to a decrease in cash floactadipn for one of our securities.

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 itsipngairment yield. Significant judgment of managemnsrrequired 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(iilent subordination levels at both the individoans which sen
as collateral under these securities and at therites themselves.

The following table summarizes activity related ttee other-thariemporary impairments of our consolide
securitization vehicles’ securities during the ninenths ended September 30, 2012 (in thousands):

Gross Other-
Than- Credit Related Non-Credit Related
Temporary Other-Than-Temporary Other-Than-Temporary
Impairments Impairments Impairments
December 31, 201 $130,36! $114,22. $16,13°
Additions due to change in expected
cash flows — 16C (160
Amortization of other-than-temporary
impairment: (379) (128) (24%)
Reductions due to realized los! (26,267) (26,267) —
Deconsolidation of CT Legacy Ass(d) (25,56) (22,12¢) (3,447
September 30, 2012 $78,15° $65,86t $12,29:

(1)  As further described in Note 1, we deconsolidatddL@gacy Asset in the first quarter of 2012. Aseault, the securities owned by
consolidated securitization vehicles, some of whigtre other-thatemporarily impaired, are no longer included in @ansolidate
financial statement:
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Unrealized losses and fair value of securities

Certain of our consolidated securitization vehiclescurities are carried at values in excess of fla@irvalues. Thi
difference can be caused by, among other thingsngds in credit spreads and interest rates. Thawfolg table
shows the gross unrealized losses and fair valseairities for which the fair value is lower thheir book value ¢
of September 30, 2012 and that are not deemed athlke-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 Rate $— $— $— $— $— $— $—
Fixed Rate 18.€ (11.¢ 57.€ (5.8 76.2 (17.9 93.€
Total $18.¢ ($11.6) $57.¢ ($5.€) $76.2 ($17.9) $93.€

Q) Excludes, as of September 30, 2012, $61.2 millibeecurities which were carried at or below faifueaand securities against which
other-thar-temporary impairment equal to the entire book valas recognized in earning

As of September 30, 2012, 16 of our consolidatediriization vehicles' securities with an aggredadek value ¢
$93.6 million were carried at values in excesshefrtfair values. Fair value for these securitiesW76.2 million as
September 30, 2012. In total, as of September @D2,2o0ur consolidated securitization vehicles hadngestments i
securities with an aggregate book value of $154lBomthat have an estimated fair value of $14¢hiflion, including
29 investments in CMBS with an estimated fair vabie$126.1 million and four investments in CDOs auttiel
securities with an estimated fair value of $18.8iam.

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, 2011 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 Rate $— $— $— $— $— $— $—
Fixed Rate 154.1 4.9 130.1 (1.2 284.; (15.9 300.(
Total $154.. $4.7 $130.. ($11.) $284.: ($15.9 $300.(

Q) Excludes, as of December 31, 2011, $59.0 milliorsexfurities which were carried at or below fairueahnd securities against whick
otherthar-temporary impairment equal to the entire book vabas recognized in earning

As of December 31, 2011, 35 of our consolidatediggzation vehicles' securities with an aggregadek value ¢
$300.0 million were carried at values in excesthefr fair values. Fair value for these securities $284.2 million ¢
of December 31, 2011. In total, as of December2B1,1, our consolidated securitization vehicles Badnvestmen:
in securities with an aggregate book value of $35%illion that have an estimated fair value of $25illion,
including 51 investments in CMBS with an estimatail value of $348.3 million and one investmentG®Os ani
other securities with an estimated fair value aB$illion.

We determine fair values using a combination afttipiarty dealer assessments of value and our owmadténancia
modelbased estimations of fair value. See Note 12 fathéur discussion of fair value. We regularly exaeniou
consolidated securitization vehiclesecurities portfolio and have determined that, ilespese differences betwe
book value and fair value, our expectations ofreittash flows have only changed adversely for lduofconsolidate
securitization vehicles’ securities, against whiodn have recognized other-than-tempornanpairments. See Note ¢
for additional discussion of fair value estimations
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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 eadityeand the nature of our investments, we do raxtehthe power !
direct the activities that most significantly imp#gese 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 for theseiments.

We are not obligated to provide, nor have we predjdany financial support to these entities. As¢hgecurities a
financed by our nomecourse CT CDOs, our exposure to loss is therdiimited to our interests in these consolidi
entities. The notional amount of the subordinatbtded equity interests we retained in our CT CDO$162.(
million. After giving effect to certain transferg these interests, provisions for loan losses ahdrethantemporar
impairments recorded as of September 30, 2012,ave ho remaining net exposure to loss from thettemn

B. Loans Receivable, Net — Consolidated Securitizah Vehicles
Activity relating to our consolidated securitizatigehicles’loans receivable for the nine months ended Septesi
2012 was as follows (in thousands):

Provision
for
Gross Book Loan Net Book
Value Losses Value @)
December 31, 201 $814,57: ($201,97)) $612,59:
Satisfaction?) (62,95() — (62,95()
Principal paydown (1,816 — (1,816
Discount/premium amortization & oth 15€ — 15€
Recovery of provision for loan loss — 2,81¢ 2,81¢
Realized loan losse (22,007 22,00:
Deconsolidation of CT Legacy As<®) (435,744 99,39 (336,35()
September 30, 2012 $292,21 (877,760 $214,45

(1) Includes loans with a total principal balance 09&3 million and $815.7 million as of September 3012 and December !

2011, respectively
(2) Includes final maturities and full repaymer

(3) As further described in Note 1, we deconsolidat&d_€gacy Asset in the first quarter of 2012. Aesult, the loans owned
its consolidated securitization vehicles are n@ésrincluded in our consolidated financial statetse¢
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The following table details overall statistics four consolidated securitization vehicles’ loans
receivable portfolio as of September 30, 2012 aaddinber 31, 2011:;

September 30, 201 December 31, 201

Number of investment 14 71
Fixed / Floating (in millions® $44 1 $17(C $280 / $33:
Coupon@ ) 4.34% 5.11%
Yield @® 4.63% 5.72%
Maturity (years)@ 4 3.0 3.6

(1) Represents the aggregate net book value of thiofiorllocated between fixed rate and floatingeriatans

(2) Represents a weighted average as of Septembe®BDand December 31, 2011, respectiv

(3) Calculations for floating rate loans are based ¢BAR of 0.21% and 0.30% as of September 30, 20H
December 31, 2011, respective

(4) Forloans in CT CDOs, assumes all extension optimaexecuted. For loans in other consolidatedrgizetion
vehicles, maturity is based on information provitsgdhe trustees of each respective en

The tables below detail the types of loans in cumsolidated securitization vehiclel®an portfolio, as well as tl
property type and geographic distribution of theparties securing these loans, as of Septembe2@R ani
December 31, 2011 (in thousands):

September 30, 201 December 31, 201

Asset Type Book Value Percentage Book Value Percentage
Subordinate interests in

mortgage: $129,50! 60% $225,77. 36%
Senior mortgage 65,00( 30 241,32 39
Mezzanine loans 19,94¢ 10 152,93« 25
Total $214,45 10(% $620,03I 100%
Property Type Book Value Percentage Book Value Percentage
Office $185,00i 86% $317,94( 51%
Hotel 27,32 13 174,41¢ 28
Retail — — 72,70: 12
Healthcare — — 18,831 3
Other 2,12¢ 1 36,13! 6
Total $214,45 10(% $620,03I 100%
Geographic Location Book Value Percentage Book Value Percentage
Northeas $98,75° 46% $199,36: 32%
West 78,70( 37 152,77. 25
Southeas 21,707 10 124,45¢ 20
Southwes 15,29 7 57,04¢ 9
Midwest — — 24,95 4
Diversified — — 61,43¢ 10
Total $214,45 10(% $620,03I 10(%
Unallocated loan loss provisi¢h — (7,432
Net book value $214,45 $612,59:

(1) We have recorded a general provision for loan Bsgminst certain pools of smaller loans in oursobdated securitizatic
vehicles. This general provision is not specificallocable to any loan asset type, collateral ergptype, or geograpt
location, but rather to an overall pool of loanse $lote 2 for additional detai
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Loan risk ratings

Quarterly, management evaluates our consolidatgiteation vehiclesloan portfolio for impairment as describet
Note 2. In conjunction with our quarterly loan golib review, management assesses the performaineach loar
and assigns a risk rating based on several faotohsding risk of loss, LTV, collateral performancgructure, ex
plan, and sponsorship. Loans are rated one (lggsthirough eight (greater risk), which ratings deéined in Note 2.

The following table allocates the net book valud principal balance of our consolidated securitimatehicles’loans
receivable based on our internal risk ratings a&egftember 30, 2012 and December 31, 2011 (dafldn®usands):

Loans Receivable as of September 30, 2012 Loans Receivable as of December 31, 2011

Risk Number Principal Net Number Principal Net
Rating () of Loans Balance Book Value of Loans Balance Book Value
1-3 5 $118,33: $118,00( 22 $416,03: $415,66:
4-5 2 78,70( 78,62: 3 44,05° 43,94:
6-8 7 95,79¢ 17,82¢ 17 271,98t 76,78¢
N/A — — 29 83,63¢ 83,64(
Total 14 $292,82! $214,45 71 $815,71 $620,03I
Unallocated loan loss provisio — (7,432
Net book value $214,45 $612,59!

(1) We have recorded a general provision for loan Bsgminst certain pools of smaller loans in oursotidated securitization vehicles. Th
loans have not been individually riskted, but have been assessed for loss based aoevacomic factors. See Note 2 for additi
information.

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 seizatibn vehicles’
loans receivable by both loan type and our interisi ratings as of September 30, 2012 and Decerdbe01.
(dollars in thousands):

Senior Mortgage Loans

as of September 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 — $— $— 10 $117,45: $117,45:
4-5 1 65,00( 65,00( 1 12,55: 12,55;
6-8 — — — 4 43,98t¢ 27,68(
N/A — — — 29 83,63¢ 83,64(
Total 1 $65,00! $65,00( 44 $257,63I $241,32.

(1) We have recorded a general provision for loan Bssminst certain pools of smaller loans in oursotidated securitization vehicles. Th
loans have not been individually riskted, but have been assessed for loss based aoevacomic factors. See Note 2 for additi
details.
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Subordinate Interests in Mortgages
as of September 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 4 $98,29! $98,05¢ 8 $175,56( $175,31.
4-5 1 13,70( 13,62: 2 31,50¢ 31,39
6-8 7 95,79¢ 17,82¢ 9 122,30¢ 19,06:
N/A — — — — —
Total 12 $207,79 $129,50! 19 $329,37. $225,77.

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

details.
Mezzanine & Other Loans
as of September 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 $20,03! $19,94¢ 4 $123,02I $122,89!
4-5 — — — — — —
6-8 — — — 4 105,69: 30,03¢
N/A — — — — — —
Total 1 $20,03! $19,94¢ 8 $228,71 $152,93.

(1) We have recorded a general provision for loan bssminst certain pools of smaller loans in oursotidated securitization vehicles. Th

loans have not been individually riskted, but have been assessed for loss based aoevacomic factors. See Note 2 for additi
details.

Loan impairment:
The following table describes our consolidated séeation vehicles’impaired loans as of September 30, 2
including impaired loans that are current in thigiterest payments and those that are delinquentomtractue

payments (dollars in thousands):

September 30, 201,

Provision
No. of Gross Book for Net Book
Impaired Loans Loans Value Loan Loss Value
Performing loan: 1 $15,06: ($15,067) $—
Non-performing loan: 5 66,82¢ (62,699 4,13(
Total impaired loans 6 $81,89( ($77,760) $4,13(
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The following table details the allocation of ownsolidated securitization vehiclegtovision for loan losses as
September 30, 2012 (in thousands):

September 30, 201

Principal Provision for
Impaired Loans Balance Loan Loss Loss Severity
Subordinate interests in mortgages $82,09: $77,76( 95%
Total/Weighted Average $82,09: $77,76( 95%

Generally, we have recorded provisions for loas lagainst all loans which are in maturity defaoittptherwise han
pastdue principal payments. As of September 30, 2002 consolidated securitization vehicles had twaowith ¢
net book value of $52.7 million which were in matudefault but had no provision recorded. We expecollect al
principal and interest due under this loan upoir tlesolution.

The following table details our consolidated setzation vehicles’average balance of impaired loans by loan
and the income recorded on such loans subsequéhéitoimpairment during the nine months ended &aper 3(
2012 (in thousands):

Income on Impaired Loans for the Nine Months ende®eptember 30, 201

Average Net Income
Asset Type Book Value Recorded®)
Senior Mortgage Loar $4,23: $16¢
Subordinate Interests in Mortgac 5,091 404
Mezzanine & Other Loar 5,13¢ 21C
Total $14,46: $782

(1) Substantially all of the income recorded on impaimans during the period was received in ¢
Nonaccrual loan:
In accordance with our revenue recognition polidesgussed in Note 2, we do not accrue interesoans which ar
90 days past due or, in the opinion of managenast,otherwise uncollectable. Accordingly, we do have an

material interest receivable accrued on nonperfogrfoans as of September 30, 2012.

The following table details our consolidated setization vehiclesloans receivable which are on nonaccrual stat
of September 30, 2012 (in thousands):

Nonaccrual Loans Receivable as of September 30, X

Principal Net
Asset Type Balance Book Value
Subordinate Interests in Mortgac $82,09: $4,13(
Total $82,09: $4,13(

Loan modification:

During the nine months ended September 30, 201&ethvas one modification of a loan in a consolid
securitization vehicle that was considered a tredldebt restructuring, as defined under GAAP. Ailtted det
restructuring is generally any modification of @toto a borrower that is experiencing financiafidifities, where
lender agrees to terms that are more favorablegdorrower than is otherwise available in the enirmarket. Thi
loan modification included a simonth extension of a $6.6 million subordinate magey loan with no interest r
increase. This loan has been individually assef&seidhpairment, and no impairment beyond the exg$4.6 millior
impairment was determined to be necessary.
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C. Real Estate Held-for-Sale — Consolidated Secuization Vehicles

Index

Activity relating to our consolidated securitizatiovehicles’ real estate held-feele for the nine months enc

September 30, 2012 was as follows (in thousands):

Gross Book  Other-Than-Temporary Net Book
Value Impairment Value
December 31, 201 $24,96( ($14,619) $10,34:
Deconsolidation of CT Legacy Ass) (24,96() 14,61¢ (10,34)
September 30, 2012 $— $— $—

(1)  As further described in Note 1 above, we deconatdid CT Legacy Asset in the first quarter of 2042 a result, the real estate t-for-sale

owned by its consolidated securitization vehictesa longer included in our consolidated finanstatements

D. Debt Obligations — Consolidated Securitization ¥hicles

As of September 30, 2012 and December 31, 2011¢cansolidated securitization vehicles had $497.4ianianc
$1.2 billion of total non-recourse securitized debtigations outstanding, respectively. The balanzeeach entity
outstanding securitized debt obligations, theipeesive coupons and ah-effective costs, including the amortizat

of fees and expenses, were as follows (in thougands

September 30  December 31 September 30
2012 2011 2012

Non-Recourse Principal Book Book Maturity
Securitized Debt Obligations Balance Value Value Coupon® All-In Cost () Date @
CT CDOs
CTCDO | $91,04. $91,04- $121,40! 1.26% 1.28% July 2038
CT CDO I 156,900 156,90( 199,75: 0.92% 1.21%  March 205C
CT CDO Il — — 199,55: N/A N/A N/A
CTCDO IV®) 198,92° 198,92° 221,54( 1.07% 1.23%  October 204.
Total CT CDOs 446,87 446,87: 742,25! 1.0€6% 1.22% February 204
Other securitization vehicle
GMACC 199'-C1 — — 83,67: N/A N/A N/A
GECMC O(-1 H — — 24,84 N/A N/A N/A
GSMS 200-FL8A 50,55: 50,55 50,55: 1.06% 1.06% June 202(
MSC 200-XLCA — — 310,08: N/A N/A N/A
JPMCC 2004-FL1A — — — N/A N/A N/A
Total other securitization vehic 50,55 50,55: 469,15 1.06% 1.06% June 202(
Total/Weighted Average $497,42. $497,42. $1,211,40 1.06% 1.21%® _August 2042

Q) Represents a weighted average for each respeciorityf assuming LIBOR of 0.21% at September 3012 for floating rate de

obligations.

2) Maturity dates represent the contractual maturitgach securitization trust. Repayment of secwrtidebt is a function of collateral ¢
flows which are disbursed in accordance with thetretual provisions of each trust, and is gengmatpected to occur prior to the matu

date above

3) Comprised, at September 30, 2012, of $184.9 mibhibfioating rate notes sold and $14.0 million ie&f rate notes soli

4) Including the impact of interest rate hedgéth &n aggregate notional balance of $273.7 milasrof September 30, 2012, the effective all-

in cost of our consolidated securitization vehi' debt obligations would be 4.09% per anni

As discussed above in the introduction to this Nateur consolidated securitization vehicles geheraclude twc
categories of entities: (i) collateralized debtighiions sponsored and issued by us, which we tefas CT CDOs al

(ii) other consolidated securitization vehicles @rhivere not issued or sponsored by us.
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CT CDOs

As of September 30, 2012, our consolidated CT CDOI5,CDO |, CT CDO II, and CT CDO 1V, included th
separate issuances with a total face value of $4dlion. As of September 30, 2012, loans receiwamd securitie
with a book balance of $149.5 million and $154.8lian, respectively, were financed by our three swidated C
CDOs. As of December 31, 2011, loans receivable samudrities with a book balance of $208.3 milliord #359.!
million, respectively, were financed by our fournsolidated CT CDOs, one of which was deconsolidascd
February 10, 2012.

CT CDO I and CT CDO Il each have interest coverage overcollateralization tests, which, when bredclprovidi
for hyperamortization of the senior notes sold by a redioacdf cash flow that would otherwise have beem paithe
subordinate classes, some of which are owned blfurthermore, all three of our consolidated CT Cp@wvide fo
the re-classification of interest proceeds from aimgd collateral as principal proceeds, which asove to hyper-
amortize the senior notes sold.

During 2009, we were informed by our CDO trusteéngfairments 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 tdrast coverage and overcollateralization tesiSTatCDO | and C
CDO I, as well as the reclassification of intenpsiceeds from the impaired collateral as princjaceeds in all thre
of our consolidated CT CDOs. Other than collatenahagement fees, we currently do not receive asly paymen
from these consolidated CDOs.

Further, due to the hypamortization of senior notes, certain subordingeses are accruing unpaid interest, rest
in an increased liability to these classes. As@amites which carry a lower rate of interest ammito hypemlamortize
and certain subordinate notes continue to accrderréd interest, the weighted average cost of debtour
consolidated CT CDOs has and will continue to iasee

In March 2012, the trustee for CT CDO Il informesiaf an event of default resulting from a failufeCa CDO Il tc
pay the full amount of interest due to its Clasild@es, which failure resulted from a shortage ofdfsiavailable to tt
CDO for such payments. We are not obligated to,hrawe we, provided any financial support to CT CD® rectify
this event of default.

When we formed (and reinvested) our four CT CDOs,made certain representations and warrantiesresgect t
Capital Trust, Inc. and the loans and securities e contributed as collateral to these CT CD@ghe event th,
these representations or warranties are provedave Ibeen untrue at the time that the respectiviatecdl wa
contributed, we may be required to repurchase ioeé those loans and securities. These represemsa@n
warranties generally relate to specific corporatel asset related subjects, including, among othielg$, 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 vay e required to make to repurchase assets is%ndlion,
the current face amount of all loans and securitiesir four CT CDOs. In certain cases, we may Hile & reduce tt
impact of any such purchase obligation through vedes from the exercise of remedies against thgtution fron
which we acquired the asset and received subdigntiee same representations and warranties. Thigrnpia
recoverable amount is not currently estimable awdlev depend on the nature of the representationveardant
breached and the circumstances under which eaehwas transferred to the CT CDO. Since inceptiza have nc
been required to repurchase any assets nor haveceéved any notice of assertion of a potentiabbheof an
representation or warranty. Any payment requiredrépurchase a loan or security could materially doipou
liquidity.

Other Consolidated Securitization Vehicles

In addition to the CT CDOs sponsored by us, whighdiscussed above, we also consolidate one ofeeritzatior
vehicle which was not sponsored or issued by us. débt obligations of this entity are separatelyspnted on o
consolidated balance sheet along with the CT CRB6&sd by us, as they are also securitized raocodrse obligation

These obligations will generally be satisfied witte repayment of assets in the ensitgollateral pool, or will k
discharged when losses are realized.
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As of September 30, 2012, loans receivable witlaggregate book value of $65.0 million serve asatedal for th
securities issued by this other consolidated sezation vehicle. As of December 31, 2011, loarceieable with a
aggregate book value of $404.3 million serve asatarhl for the securities issued by these fiveepitpnsolidate
securitization vehicles, three of which was dectidated as of February 10, 2012.

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 September 30, 2012 aoenileer 31, 2011 (in thousands). The notional amprowtides a
indication of the extent of our involvement in timstruments at that time, but does not represembsxe to credit
interest rate risk.

September 30 September 3C December 31
2012 2012 2011
Counterparty Notional Amount  Interest Rate @ Maturity Fair Value Fair Value

Swiss RE Financice $223,80. 5.1(% 201t ($15,63)) ($20,54()
Bank of Americe 34,27( 4.58% 2014 (1,499 (2,36¢)
Bank of Americe 10,53t 5.05% 201¢ (1,387) (1,460
Bank of America 5,104 4.12% 201¢ (572) (579
Total/Weighted Averac $273,71. 5.01% 201¢ ($19,089 ($24,94))

Q) Represents the gross fixed interest rate we pautacounterparties under these derivative instrusadife receive an amount of inte
indexed to on-month LIBOR on all of our interest rate swa

As of both September 30, 2012 and December 31,, 20lL4f the derivative financial instruments ofrawonsolidate
securitization vehicles were classified as cash fiedges, and recorded at fair value as interésthiedge liabilities ¢
our consolidated balance sheet.

The table below shows amounts recorded to othempoeimensive income and amounts recorded to intesgsns
from other comprehensive income for the nine moetided September 30, 2012 and 2011 (in thousands):

Amount of net loss recognized Amount of loss reclassified from OCI
in OCI for the nine months ended® to income for the nine months ende(?
Hedge September 30, 201 September 30, 201 September 30, 201 September 30, 201
Interest rate sway ($5,859) $1,98( ($10,18)) ($11,51)

Q) Represents the amount of unrealized gains anddossmrded to other comprehensive income duringptméod, net of the amot
reclassified to interest expen:

(2) Represents net amounts paid to swap counterpdiesy the period, which are included in interegiense, 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 monthswasmake payments under our hedge agreements, wex!
approximately $9.8 million to be reclassified frather comprehensive income to interest expenses dimount i
generally equal to the present value of expectgdpats under the respective derivative contracts.

As of September 30, 2012, our consolidated seeatitin vehicles have not posted any assets astarallaunde
derivative agreements.

Note 8. Shareholders’ Equity

Authorized Capital

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

Common Stock

Shares of class A common stock are entitled to woteall matters presented to a vote of sharehqldewsept &
provided by law or subject to the voting rightsamiy 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 thbts of the holders of any outstanding preferrextis A total o



23,191,622 shares of class A common stock and stoitk were issued and outstanding as of Septe8the2012.
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We did not repurchase any of our class A commockstioring the nine months ended September 30, 2fihgr tha
the 6,959 shares we acquired pursuant to elechigriscentive plan participants to satisfy tax witkding obligation
through the surrender of shares equal in valubg@amount of the withholding obligation incurrecaghe vesting «
restricted class A common stock.

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

Warrants

In conjunction with the March 2009 restructuring @ir legacy repurchase obligations, we issued tofommel
repurchase lenders warrants to purchase an aggr8gbt9,691 shares of our class A common stoch atxarcis
price of $1.79 per share. The warrants became isabte on March 16, 2012, will expire on March 2619, and me
be exercised in a cashless manner at the optigdheofvarrant holders. The fair value assigned teehearrant:
totaling $940,000, has been recorded as an increaselditional paida capital, and was amortized into inte
expense over the term of the related debt obligati@he warrants were valued using the Bl8ckoles valuatic
method.

On November 8, 2012, all of our outstanding wasamere exercised in a cashless manner. See Ndiar f6rthe:
discussion.

Dividends

We generally intend to distribute each year sultistinall of our taxable income (which does notassarily equal n
income as calculated in accordance with GAAP) tostiareholders to comply with the REIT provisiofish@ Interne
Revenue Code of 1986, as amended, or the IntemadriRie Code.

In addition, our dividend policy remains subject to revision at dligcretion 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 ofhetiors as our board of directors deems relevant.

No dividends were declared during the nine montited September 30, 2012 or 20
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Accumulated Other Comprehensive Loss

The following table details the primary componeatsaccumulated other comprehensive loss as of Sdgate 30
2012, and significant activity for the nine monérgled September 30, 2012 (in thousands):

Market on Deferred Gains Other-than- Unrealized

Accumulated Other Interest Rate on Settled Temporary Gains on
Comprehensive Loss Hedges Hedges Impairments  Securities Total
Total as of December 31, 20 ($27,42) $5€ ($16,579) $3,36: ($40,589)
Unrealized gain on derivative

financial instrument 5,85: — — — 5,85:
Ineffective portion of cash flow

hedge(® 2,481 — — — 2,481
Amortization of net unrealized ga

on securitie — — — (770 (770
Amortization of net deferred gain:

on settlement of swa, — (56) — — (56)
Other-than-temporary impairment

of securitie® — — 40¢ — 40¢
Deconsolidation of CT Legacy

Assel(® — — 3,87¢ (2,58¢) 1,29:
Total as of September 30, 2012 ($19,089 $— ($12,290 $5 ($31,37)
Allocation to non-controlling intere§?Y —
Accumulated other comprehensive loss as of Septe@the2012 ($31,379

(1)  As a result of the deconsolidation of CT Legacyeidn the first quarter of 2012, the balance ofuati@ated other comprehensive incc

related to cash flow hedges of CT Legacy Assetreeassified to interest expen:

2) Represents oth-thar-temporary impairments of securities in excess eflitrlosses, including amortization of prior oi-thar-temporar

impairments of $248,00!

(3)  As further described in Note 1 above, we deconatdidl CT Legacy Asset in the first quarter of 20A2. a result, the balances
accumulated other comprehensive income relatedTtd.€yacy Asset, including those allocable to nomdling interests are no long

included in our consolidated financial stateme

Noncontrolling Interests

The noncontrolling interests included on our coitleted balance sheet represent the equity inteirestS Legac
REIT which are not owned by us, as described ireNotCT Legacy REIFE outstanding common stock includes ¢
A-1 common stock, class A-2 common stock, and dlibate class B common stock. A portion of CT LegR&IT’s
consolidated equity and results of operations #iceated to these noncontrolling interests basedhair prorate

ownership of CT Legacy REIT.

The following table describes activity relating ioncontrolling interests for the nine months en&esgtember 3

2012 (in thousands):

Noncontrolling
Interests

December 31, 201

Net income attributable to noncontrolli

interests

Other comprehensive income attributable to
noncontrolling interes

Distributions to noncontrolling interes

September 30, 2012
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As of December 31, 2011, the noncontrolling interescorded on our consolidated balance sheet wafat, whict
reflected the consolidated book value of CT Ledga&yT, including certain securitization vehicleswhich losses he
been recorded in excess of CT Legacy REliét investment. As a result of our deconsolitatibCT Legacy Ass
during the first quarter of 2012, the impact ofdh@xcess losses has been reversed, resultingositave allocation t
noncontrolling interests as of September 30, 2012.

Earnings Per Share

The following table sets forth the calculation adsic and Diluted earnings per share, or EPS, basdbe weighte
average of both restricted and unrestricted clagoimon stock outstanding, for the three and ninaths ende
September 30, 2012 (in thousands, except sharpearshare amounts):

Three Months Ended Nine Months Ended
September 30, 2012 September 30, 2012
Net Wtd. Avg.  Per Share Net Wtd. Avg.  Per Share
Income Shares Amount Income Shares Amount
Basic EPS
Net income allocable t
common stock $6,99¢ 23,173,42 $0.3( $75,83! 22,969,10 $3.3(
Effect of Dilutive Securities
Warrants outstanding for the
purchase of common stot — 1,442,60! — 1,472,95
Diluted EPS:;
Net income per share
common stock and assur
conversions $6,99¢ 24,616,02 $0.2¢ $75,83! 24,442,06 $3.1(

The following table sets forth the calculation oddit and Diluted EPS based on the weighted avesadmotl
restricted and unrestricted class A common stod¢ktanding, for the three and nine months endedeSdmr 30, 201
(in thousands, except share and per share amounts):

Three Months Ended Nine Months Ended
September 30, 2011 September 30, 2011
Net Wtd. Avg.  Per Share Net Wtd. Avg.  Per Share
Income Shares Amount Income Shares Amount
Basic EPS
Net income allocable t
common stock $13,72: 22,730,08 $0.6( $266,46: 22,630,67 $11.7°
Effect of Dilutive Securities
Warrants outstanding for the
purchase of common stot — 1,391,89: — 1,426,70:
Diluted EPS:;
Net income per share
common stock and assur
conversions $13,72: 24,121,97 $0.57 $266,46: 24,057,37 $11.0¢
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Note 9. General and Administrative Expenses

General and administrative expenses for the ninatinsoended September 30, 2012 and 2011 consistede
following (in thousands):

Nine Months Ended September 3|

General and Administrative Expenses 2012 2011
Personnel cosi $7,64: $7,16:
Restructuring awarc — 2,75(
Professional service 2,46¢ 3,91«
Pending sale of investment management plati 2,13t —
Operating and other costs 2,26 1,615
Subtotal 14,51: 15,44
Non-cash personnel cos
Management incentive awards p- CT Legacy REIT 944 3,39¢
Employee stock-based compensation 67E 411
Subtotal 1,61¢ 3,80¢
Expenses of consolidated securitization vehicles 62 61¢
Total $16,19: $19,86!

Management Incentive Awards PI

Upon completion of our March 2011 restructuring, gvanted senior level employees incentive awarsiseid unde
our long term incentive plan that participate inoamts earned from our retained equity interest TnL&gacy REIT
The awards provide payments to an employee poanodmount equal to as much as 6.75%hef dividends pa
(subject to certain caps) to the common equity éisladbf CT Legacy REIF obligations, when and if distributed tc
as dividends. See Note 11 for further discussion.

Note 10. 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 3032@s a REIT, we generally are not subject to faklestate
and local income taxes except for the operationsuoftaxable REIT subsidiary, CTIMCO. The primamsnkfit fror
this election is that we are able to deduct divilepaid to our shareholders from the calculatiotagfble incom:
effectively eliminating corporate taxes on the gpiens of the REIT. In order to qualify as a REbLy activities mu
focus on real estate investments and we must negtirt asset, income, ownership and distributiaquirements
These qualifications have become more difficultrteet in light of the transfer of our legacy poiitfolo CT Legac
REIT in conjunction with our March 2011 restruchgj and the lack of new, replacement investmentigctIf we
fail to maintain our qualification as a REIT, we yriae subject to material penalties as well as fddstate and loc
income tax on our taxable income at regular cotearaes. As of September 30, 2012 and Decemb&(31l,, Capit:
Trust, Inc. was in compliance with all REIT requirents.

In addition, Capital Trust, Inc. includes in itxaéble income the income generated by investmentaiinCT CDOs
Due to the redirection provisions of our consokdaiCT CDOs, which reallocate principal proceeds smeres
otherwise distributable to us to repay senior noltddrs, assets financed through our CT CDOs magrgés currel
taxable income without a corresponding cash distidin to us. See Note 7 for further discussionhafse redirectic
provisions.

As of December 31, 2011, Capital Trust, Inc. hatlaperating losses, or NOLs, of approximately $%6tillion anc
net capital losses, or NCLs, of approximately $&2@illion available to be carried forward and a#d in current ¢
future periods. The utilization of NOLs to offsatrdaxable income or distribution requirements weljuire us to pz
alternative minimum taxes.

Deferred income taxes recorded on our consolidatdaince sheets reflect the net tax effects of teanpdalifference

between the carrying amounts of assets and ligsilitsed for financial reporting purposes and theumts used in ti
computation of our current income tax obligations.
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Note 11. Employee Benefit and Incentive Plans
Stock-Based Incentive Plans

We had stoclbased incentive awards outstanding under threefibptens as of September 30, 2012: (i) our ame
and restated 1997 namployee director stock plan, or 1997 Director Pl@hour 2007 long term incentive plan,
2007 Plan, and (iii) our 2011 long term incentiVanp or 2011 Plan. The 1997 Director Plan and @@&72Plan expire
in 2007 and 2011, respectively and no new awardg beaissued under them. In March 2011, in additiorthe
300,000 shares awarded to our three named exealfficers, our board compensation committee authorized
chief executive officer to grant 100,000 shareseuride 2007 Plan to other officers and employesgdated by hin
These 100,000 shares were awarded to employeasuary 2012.

Under the 2011 Plan, a maximum of 1.0 million skareclass A common stock may be issued. ShareslEghunde
previous plans are available to be reissued uideR®11 Plan. As of September 30, 2012, there é&5¢000 shart
available under the 2011 Plan.

Under these plans, our employees are issued sbfioes restricted class A common stock. We recaahgdate fa
value of these shares as an expense over theingygsriod. These shares vest either (i) pro-raer @ threerea
service period, or (ii) upon the attainment of aerfprespecified performance measures within a presctipeeframe
subject to continued employment.

As of September 30, 2012, unvested shem®ed compensation consisted of 536,536 sharesstiicted class
common stock with an unamortized value of $686,@Mhject to vesting conditions and the continueg@leyment o
certain employees, $465,000 of these costs wiltdoegnized as compensation expense during thehfousrter ¢
2012 and the remainder will be recognized ovemtad two years.

Activity under these three plans for the nine merghded September 30, 2012 is summarized in the befow ir
share and share equivalents:

1997 Director

Benefit Type® Plan 2007 Plan 2011 Plan Total

Restricted Class A Common Stc

Beginning balanc — 244,42: — 244,42:

Granted — 100,00( 275,00( 375,00(

Vested, deferred or forfeited — (82,88¢) — (82,88¢)

Ending balanc(® — 261,53t 275,00( 536,53t
Stock Units®)

Beginning balanc 68,54« 438,26( 55,53 562,33!

Granted and deferred — 60,00( 54,18( 114,18

Ending balanci 68,54« 498,26( 109,71: 676,51!
Total outstanding 68,54+ 759,79t 384,71. 1,213,05

(1) No stock options are outstanding under any of tamg

(2) Includes (i) 275,000 performance based awdraiscontingently vest upon the attainment of éentae-specified performan:
measures, and (ii) 250,000 time based awards #®ithased upon an employee’s continued employmepreestablishe
vesting dates

(3) Stock units are granted to certain members of oard of directors in lieu of cash compensationservices and in lieu
dividends earned on previously granted stock uhitaddition, certain of our employees have elettedefer the vesting
their restricted share
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A summary of the unvested restricted class A comstook as of and for the nine months ended SepteBthe201.
was as follows:

Restricted Class A Common Stocl
Shares Grant Date Fair Value

Unvested at January 1, 20 244.,42: $2.6¢
Grantec 375,00( 2.71
Vested, deferred or forfeited (82,889 3.5¢€
Unvested at September 30, 2012 536,53t $2.6¢

A summary of the unvested restricted class A comstook as of and for the nine months ended SepteBthe201.
was as follows:

Restricted Class A Common Stock
Shares Grant Date Fair Value

Unvested at January 1, 20 32,78t $5.67
Grantec 300,00( 2.2¢
Vested (88,367 2.62
Unvested at September 30, 2011 244.,42: $2.6¢

The total grant date fair value of restricted shatat vested during the nine months ended Septedihe2012 an
2011 was $184,000 and $231,000, respectively.

CTOPI Incentive Management Fee Grants

In addition to the equity interests detailed abowe, may grant percentage interests in the incergorapensatic
received by us from certain of our investment managnt vehicles. In January 2011, we created afpo@mployee
equal to 45% of the CTOPI incentive managementréeeived by us. As of September 30, 2012, we hadtey
92.5% of the pool to our employees and the remaimdeains unallocated. These grants have the follg
employment-based vesting schedule: (i) one-thirdhendate of grant, (ii) onitird on September 13, 2012, and
the remainder vests upon our receipt of incentiasaagement fees from CTOPI.

CT Legacy REIT Management Incentive Awards Plan

In conjunction with our March 2011 restructuringg wreated an employee pool for up to 6.75% of thiglehds pai
to the common equity holders of CT Legacy REIT [sabto certain caps and priority distributionsk &f Septemb
30, 2012, incentive awards for 83.5% of the poolrevgranted to our employees and the remainder n=
unallocated. Approximately 90% of these grants hheefollowing employmenbased vesting schedule: (i) 25% v
on the date of grant, (ii) 25% vests in March 2Q{i3,25% vests in March 2014, and (iv) the rentnvests upon o
receipt of dividends from CT Legacy REIT. The reniag 10% of these grants vest upon our receiptwadi@nds fron
CT Legacy REIT.

Strategic Transaction Related Awards

On June 27, 2012, our compensation committee amétbcontingent awards in the form of restricteassl A comma
stock and cash bonuses to our chief executiveeasffistephen D. Plavin, chief financial officer, &@esy G. Jervis, an
our chief credit officer, Thomas C. Ruffing. Sulijégc their continued employment, these awards ifeststrategi
transaction has been consummated, or definitiverdeatation governing a strategic transaction has leatered int
prior to December 31, 2012.

These awards provided for grants of 125,000, 1@&0@ 50,000 shares of restricted common stockdsské. Plavil
Jervis, and Ruffing, respectively.

Note 12. 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, the investment in CT Legacy Asset, and ister@e swaps are measured at fair value on ariegurasis
while impaired loans and securities are measuréairatalue on a nonrecurring basis. These faiugalare determin
using a variety of inputs and methodologies, whitd detailed below.
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As discussed in Note 2, the “Fair Value Measurenatt DisclosuresTopic of the Codification establishes a
value hierarchy that prioritizes the inputs usedl@termining fair value under GAAP, which includbs followinc
classifications, in order of priority:

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

« Level 2 inputs are those which, other than Levahfduts, are observable for identical or similaredas
liabilities.

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

The following table summarizes our assets andliiegsi, including those of CT Legacy REIT and owunsolidate
securitization vehicles, which are recorded atV¥alue as of September 30, 2012 (in thousands):

Fair Value Measurements Using

Quoted
Prices Other Significant
Total in Active Observable Unobservable
Fair Value at Markets Inputs Inputs

September 30,201  (Level 1) (Level 2) (Level 3)

Measured on a recurring bas

Investment in CT Legacy Ass $100,10( $— $— $100,10(

Securitization vehicles' interest rate het
liabilities ($19,089) $— ($19,089 $—

Measured on a nonrecurring ba:

Securitization vehicles' impaired loans receivd®):
Subordinate interests in mortgag $4,13( $— $— $4,13(

Q) Loans receivable against which we have recorded\sion for loan losses as of September 30, 2

The following table reconciles the beginning andirg balances of assets measured at fair valuerenwaring bas
using Level 3 inputs (in thousands):

Loans Real Estate Investment in

Held-for-Sale  Held-for-Sale CT Legacy Asset

December 31, 201 $30,87! $10,34: $—

Deconsolidation of CT Legacy Ass (30,87%) (10,349 89,67¢

Contributions to CT Legacy Ass — 73,06«

Distributions from CT Legacy Ass — — (82,28Y
Adjustments to fair value included in earnin

Fair value adjustment on investment in CT Legacge? — — 19,64¢

September 30, 2012 $— $— $100,10(

The fair values of each type of asset recordedamt\ialue using Level 3 inputs are determined byirarna
committee comprised of senior management includingchief executive officer, chief financial officand our chie
credit officer and head of asset management. Thesmimg methods and assumptions were used to etithe fai
value of each type of asset and liability which wesorded at fair value as of September 30, 2012:

Investment in CT Legacy AssWe have elected the fair value option of accountongCT Legacy REITS investmer
in CT Legacy Asset, pursuant to which we record thivestment at fair value rather than at our hisab cos
investment amount. We made this election due tadetermination that the fair value of the investiierCT Legac
Asset, as a net liquidating portfolio of assetsjettbhto a norrecourse repurchase facility, is more meaningfu
indicative of our interests in CT Legacy Asset tleguity method accounting. Consequently, we amivéne fair valu
of our Investment in CT Legacy Asset by discountexpected cash flows after the repayment of therohas



facility. To determine the expected cash flows df Gegacy Asset, management estimates the timingracalven
amount for each of its assets, and then appliepriheeeds to first satisfy the repurchase facilitye remaining ca:
flows are discounted to their present value tovarat the fair value of CT Legacy Asset. The keguasptions fc
significant unobservable inputs are: (i) a discaate of 20%, and (ii) loss severities ranging fro¥h to 100% again
the underlying assets. A change in the discourtuaéd by 100 basis points would change the fhilevaf CT Legac
REIT's investment in CT Legacy Asset by approxirha&2.3 million.
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Interest rate hedge liabilitiesinterest rate hedges are valued using advice fraimrd-party derivative speciali
based on a combination of observable mabested inputs, such as interest rate curves, angsanable inputs su
as credit valuation adjustments due to the riskarfperformance by both us and our counterparties.Ngge 7 fo
additional details on our interest rate hedges. hW&¢e made an accounting policy decision to utitlze soeallec
“portfolio exception” under ASC paragraph 820-1043D, and have valued our interest rate hedge iligisil a:
applicable, on a net basis.

Impaired securities he-to-maturity: Securities which are other-thé@mporarily impaired are generally valued t
combination of (i) obtaining assessments from tpiadty dealers and, (ii) in cases where such assggsnar
unavailable or, in the opinion of management, debma& to be indicative of fair value, discountingpected cas
flows using internal cash flow models and estimateatket discount rates. In the case of internal eteydexpecte
cash flows of each security are based on manag&rmesgumptions regarding the collection of princgrad intere:
on the underlying loans and securities. There wersecurities which were impaired during the thremths ende
September 30, 2012 Previously impaired securities have been subselyuadjusted for amortization, and
therefore no longer reported at fair value as g@it&aber 30, 2012 .

Impaired loans: The loans identified for impairment are collatedependent loans. Impairment on these loa
measured by comparing managememstimation of fair value of the underlying cadlat 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 inclutdémirec
loans, regardless of the period in which impairnveas recognized.

Additional details of our consolidated securitipativehicles’ loans which were recorded at fair eadhis ofSeptembe
30, 2012 are described below:

Subordinate interests in mortgagelix of our consolidated securitization vehiclegbordinate interests in mortgi
loans with an aggregate principal balance of $8fillion are reported at fair value as of SeptemBer 2012,
including three hotel loans ($60.9 million), ondia¥ loan ($6.6 million), one retail loan ($4.4 hah) and one mixed-
use/other loan ($10.2 million). The loans have &@hted average maturity of February 2012 and a ey averac
coupon of 3.7% per annum as of September 30, 2012 .

The following table lists the range of key assumpdi used for arriving at the fair value of eaclhefse types of loans.

Assumption Ranges for Significant Unobservable Inpts (Level 3)

Collateral Type Capitalization Rate Occupancy Loss Severity®)
Office N/A N/A 70%
Hotel 9% - 15% 75%- 83% N/A
Retail 10% 90% N/A
Mixed Use / Othe N/A N/A 79%

(1) In certain cases a loss severity based on inpats thirc-parties including appraisals on, and bids for, ulyidey collatera
were utilized to compute the fair value of the iingd loans

Fair Value of Financial Instruments

In addition to the above disclosures for assets lmfulities which are recorded at fair value, GAAIs0 require
disclosure of fair value information about finadiestruments, whether or not recognized in théestent of financit
position, for which it is practicable to estimabat value. In cases where quoted market prices@ravailable, fa
values are estimated using present value or othleation techniques. Those techniques are significaffected b
the assumptions used, including the estimated rhdikeount rate and the estimated future cash fléwthat regar
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 reflleetamounts th
management believes are realizable in an ordealystiction among willing parties. These discloseaeuirement
exclude certain financial instruments and all nimadficial instruments.
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The following table details the carrying amountgamount, and approximate fair value of the fimgrnostrument
described above (in thousands). All fair valuemeates are measured using significant unobservaples, or Level
inputs as further described above.

Fair Value of Financial Instruments

September 30, 201, December 31, 201
Carrying Face Fair Carrying Face Fair
Amount Amount Value Amount Amount Value
Financial asset:
Cash and cash equivalel $38,86° $38,86° $38,86° $34,81¢ $34,81¢ $34,81¢
Loans receivable, ni — — — 19,28: 19,28: 17,35«
CT Legacy REIT
Restricted cas 16,14: 16,14: 16,14: 12,98t 12,98¢ 12,98:
Securities hel-to-maturity N/A N/A N/A 2,60z 29,25! 1,63¢
Loans receivable, ni N/A N/A N/A 206,51« 435,97 180,43
Investment in CT Legacy As: 100,10( N/A 100,10( N/A N/A N/A
Securitization Vehicle
Securities hel-to-maturity 154,84t 236,39 144,74. 358,97 490,94( 350,18(
Loans receivable, ni 214,45 292,82¢ 200,02¢ 612,59¢ 815,71¢ 570,93t
Financial liabilities:
Secured note 8,32¢ 8,32¢ 7,15¢ 7,841 7,84 6,43¢
Participations soli — — — 19,28: 19,28z 17,35¢
CT Legacy REIT
Repurchase obligatior N/A N/A N/A 58,46¢ 58,46¢ 54,55¢
Mezzanine loal N/A N/A N/A 55,11 55,111 71,47¢
Participations sols N/A N/A N/A 97,46¢ 97,46¢ —
Securitization Vehicle
Securitized debt obligatior 497,42: 497,42: 302,69¢ 1,211,40 1,210,99 767,61

The following methods and assumptions were useektionate the fair value of each class of finaniriatruments
excluding those described above that are carriéairatalue, for which it is practicable to estiradhat value:

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

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

Restricted caskThe carrying amount of restricted cash is consitlévebe a reasonable estimate of fair value.

Securities held-to-maturityThese investments, other than securities that baea other-thatemporarily impairec
are recorded on an amortized cost basis and Hairatalue. The fair values presented above haes lestimated by
combination of (i) obtaining assessments from tpiadty dealers and, (ii) in cases where such assggsnar
unavailable or, in the opinion of management, debma& to be indicative of fair value, discountingpected cas
flows using internal cash flow models and estimatetket discount rates. The expected cash floneaoh securil
are based on managemeanéissumptions regarding the collection of princgrad interest on the underlying loans
securities.

Secured notestThese notes are recorded at their aggregate paincgdance and not at fair value. The fair value
estimated based on the rate at which a similaitdiality would be priced today.

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

Repurchase obligation<These facilities were recorded at their aggregatecipal balance and not at fair value. -
fair value was estimated based on the rate at whgmilar credit facility would be priced todz
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Mezzanine loanThis instrument was recorded at its amortized aastnot at fair value. The fair value was estim
based on the rate at which a similar credit facilibuld be priced today.

Securitized debt obligationFhese obligations are recorded at the face valwitstanding obligations to thinghrtie:
and not at fair value.The fair values presented above have been estirbgtettaining assessments from thixaity
dealers.

Note 13. Supplemental Disclosures for Consolidatestatements of Cash Flows

As described in Note 2, following the deconsolidatidescribed in Note 1, our financial statementduthe five
consolidated securitization vehicles. The constilitiaof these entities has materially impacted statement of ca:
flows, primarily the amounts reported as principallections of loans and repayments of securitidebt obligation:
Notwithstanding the gross presentation on our diaesied statement of cash flows, the consolidatibthese entitie
has no impact on our net cash flow.

Interest paid on our outstanding debt obligationsrd) the nine months ended September 30, 2012284d wa
$21.9 million and $85.2 million, respectively. Thigludes interest paid by consolidated variabterest entities. Tt
difference between interest expense on our coraelidstatement of operations and interest paidinsapily due tc
non-cash interest expense recorded on amortizatiorisobdnt of the Five Mile Capital mezzanine loarteirst rat
swaps, loan participations sold and deferred isteye various debt obligations.

Net taxes paid by us during the nine months endgateghber 30, 2012 and 2011 were $788,000 and $#lidny
respectively. The taxes paid in 2012 relate prilmao the investment management activities of axable REI
subsidiary, CTIMCO.

Significant noneash investing and financing activities, which ao¢ presented on our consolidated statements o
flows, primarily includes the repayments of ourfigaarticipations sold assets and liabilities.

Note 14. 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 relatipnstih these vehicles, all management fees arsidered revent
from related parties under GAAP. In addition, wevédnanvestments which are senior, junior, or parsgpa tc
investments in our investment management vehigldsch could produce conflicts of interest betwean direc
portfolio and those of our managed accounts.

On November 9, 2006, we commenced our CT High GrslgzzaninesSM | or CT High Grade I, investme
management initiative and entered into three sépacount agreements with affiliates of W. R. BeylCorporatior
or WRBC, with an aggregate commitment of $250.0iom) which was subsequently increased to $350I0omiin
July 2007. Subsequent to the expiration of the @jhHsrade | investment period, we continued to stvan behalf ¢
WRBC under the CT High Grade | platform on a nosetgtionary basis, bringing CT High Grads total investmen
to $594.0 million as of September 30, 2012. Purst@mthese agreements, we invested capital on beh®/RBC in
commercial real estate mortgages, mezzanine loadsparticipations therein. The separate accourgseatirely
funded with committed capital from WRBC and are aged by a subsidiary of CTIMCO. CTIMCO earn
management fee equal to 0.25% per annum on invastsds.

WRBC beneficially owned common stock representipgraximately 15.4% of our outstanding common staok
stock units as of November 9, 2012, and a membeuofoard of directors is an employee of WRBCadtidition
wholly-owned subsidiaries of WRBC are investorgémtain private funds under Five Mile Capisathanagement. ;
discussed in Notes 1 and 7, Five Mile Capital pttedi an $83.0 million mezzanine loan to CT LegacyTRIA
connection with our March 2011 restructuring, amiids a significant interest in the common equityGy¥f Legac
REIT. In February 2012 we refinanced CT Legacy REIFive Mile Capital mezzanine loan and repurchasditfy
with a single, new $124.0 million repurchase fagiwith JPMorgan.

In July 2008, CTOPI, a private equity fund that manage, held its final closing completing its calpraise witl
$539.9 million total equity commitments. E@Hvate Equity Il, L.L.C., an affiliate under commaontrol of th
chairman of our board of directors, owns a 3.7%téch partner interest in CTOPI. During the nine thsnende
September 30, 2012, we recorded $2.0 million of feem CTOPI, $80,000 of which were attributableE@1-Private
Equity II, L.L.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 nat Bplus.
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Note 15. Segment Reporting

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

The Balance Sheet Investment segment includesansotidated portfolio of interest earning assets te financin
thereof. The Investment Management segment incltliiesnvestment management activities of our wholynec
investment management subsidiary, CT Investmentagament Co., LLC, or CTIMCO, and its subsidiaras wel
as our canvestments in investment management vehicles. @Ms a taxable REIT subsidiary and serves a
investment manager of Capital Trust, Inc., all af cmmvestment management vehicles and CT CDOs,sanks &
senior servicer and special servicer for certaiowfinvestments and for third-parties.

The following table details each segment's contidiouto our operating results and the identifiedets attributable
each such segment for the nine months ended, aofd &sptember 30, 2012 (in thousands):

Balance Inter -
Sheet Investment Segment
Investment Managemen  Activities Total
Income from loans and other investmel
Interest and related incor $28,42: $— $— $28,42:
Less: Interest and related expenses 33,90: — — 33,90:
Income from loans and other investments, (5,479 — — (5,479
Other revenues
Management fees from affiliat: — 6,591 (1,85€) 4,741
Servicing fees — 6,991 (1,400 5,591
Total other revenue — 13,58¢ (3,25€) 10,33:
Other expense
General and administrati\ 6,551 11,49¢ (1,856 16,19:
Servicing fees expense 1,40( — (1,400
Total other expense 7,951 11,49¢ (3,256 16,19:
Total othe-thar-temporary impairments (securitie: — — — —
Portion of other-than-temporary impairments of
securities recognized in other comprehensive
income (160 — — (160
Net impairments recognized in earnir (160 — — (160
Recovery of provision for loan loss 2,81¢ — — 2,81¢
Fair value adjustment on investment in CT Lega
Asset 19,64: — — 19,64¢
Gain on deconsolidation of subsidit 146,38( — — 146,38(
Income from equity investments in unconsolidate
subsidiaries — 1,312 — 1,317
Income before income tax 155,25 3,40z — 158,65¢
Income tax provision 467 1,31¢ — 1,78:
Net income $154,78 $2,08t¢ $— $156,87.
Net income attributable to noncontrolling interest (81,039 — — (81,03¢)
Net income attributable to Capital Trust, Inc. $73,74¢ $2,08t¢ $— $75,83¢
Total assets $556,00. $25,19¢ $— $581,19°

All revenues were generated from external sourciéisinvthe United States. The Investment Managensegmer
received intercompany preferred dividend incom&1® million from the Balance Sheet segment forrtime month
ended September 30, 2012. In addition, the Investid@anagement segment earned fees of $1.4 milbosdrving a
collateral manager of the CT CDOs consolidated urmde Balance Sheet Investment segment as welpasia
servicing activity for certain CT CDO assets foe tiine months ended September 30, 2
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The following table details each segment's contidiouto our operating results and the identifiededs attributable
each such segment for the nine months ended, aofd @sptember 30, 2011 (in thousands):

Balance Inter -
Sheet Investment Segment
Investment Managemen  Activities Total
Income from loans and other investmel
Interest and related incor $95,18° $— $— $95,18’
Less: Interest and related expenses 80,38: — — 80,38!
Income from loans and other investments, 14,80¢ — — 14,80¢
Other revenue:
Management fees from affiliat: — 6,171 (1,249 4,927
Servicing fees — 2,84( (632) 2,20¢
Total other revenue — 9,011 (1,87¢) 7,13t
Other expense!
General and administrati\ 5,37 15,74( (1,249 19,86¢
Servicing fee expense 632 — (632) —
Total other expense 6,00¢ 15,74( (1,876 19,86¢
Total othe-thar-temporary impairments (securitie (35,620) — — (35,620
Portion of other-than-temporary impairments of
securities recognized in other comprehensive
income (3,099 — — (3,099
Impairment of real estate held-for-sale (1,055 — — (1,055
Net impairments recognized in earnir (39,777 — — (39,777
Recovery of provision for loan loss 34,40: — — 34,40:
Valuation allowance on loans h-for-sale (229 — — (2249)
Gain on extinguishment of de 271,03: — — 271,03:
Income from equity investments in unconsolidate
subsidiaries — 2,10¢ — 2,10t
Income (loss) before income tax 274,23 (4,629 — 269,61:
Income tax provision (benefit) 2,61t (1,409 — 1,21¢
Net income (loss $271,62. ($3,227) $— $268,39¢
Net income attributable to noncontrolling interest (1,939 — — (1,939
Net income (loss) attributable to Capital Trust.Ir $269,68 ($3,229) $— $266,46¢
Total assets $1,528,44 $11,44¢ $— $1,539,88!

All revenues were generated from external sourci#sirvthe United States. The Investment Managensegimer
received intercompany preferred dividend incom&X® million from the Balance Sheet segment forrtime month
ended September 30, 2011. In addition, the Invastianagement segment earned fees of $632,00G:foing a:
collateral manager of the CT CDOs consolidated urmde Balance Sheet Investment segment as welpasia
servicing activity for certain CT CDO assets fog thine months ended September 30, 2011.
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The following table details each segment's contidiouto our operating results and the identifiededs attributable
each such segment for the three months ended saofd eptember 30, 2012 (in thousands):

Balance Inter -
Sheet Investment Segment
Investment Managemen  Activities Total
Income from loans and other investmel
Interest and related incor $6,94¢ $— $— $6,94¢
Less: Interest and related expenses 5,147 — — 5,14
Income from loans and other investments, 1,797 — — 1,797
Other revenue:
Management fees from affiliat: — 2,16t (619) 1,54¢
Servicing fees — 3,23 (1,039 2,20¢
Total other revenue — 5,40z (1,650 3,752
Other expense
General and administrati\ 3,381 4,37¢ (619 7,141
Servicing fees expense 1,031 — (1,03]) —
Total other expense 4,412 4,37¢ (1,650 7,141
Recovery of provision for loan loss 2,811 — — 2,811
Fair value adjustment on investment in CT
Legacy Asse 11,98 — — 11,98:
Income from equity investments in
unconsolidated subsidiaries — 411 — 411
Income before income tax 12,18 1,43¢ — 13,611
Income tax provision 167 55( — 717
Net income $12,01¢ $88¢ $— $12,90(
Net income attributable to noncontrolliimgerest (5,907 — — (5,907
Net income attributable to Capital Trust, Inc. $6,11¢ $884 $— $6,99¢
Total assets $556,00: $25,19: $— $581,19°

All revenues were generated from external sourci#sinvthe United States. The Investment Managensegimer
received intercompany preferred dividend incomé&®£9,000 million from the Balance Sheet segmentHerthre
months ended September 30, 2012. In addition, tkiestment Management segment earned fees of $iliGnnfor
serving as collateral manager of the CT CDOs cattesld under our Balance Sheet Investment segnsewel a:
special servicing activity for certain CT CDO assfer the three months ended September 30, 2012.
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The following table details each segment's contidiouto our operating results and the identifiededs attributable
each such segment for the three months ended saofd 8eptember 30, 2011 (in thousands):

Balance Inter -
Sheet Investment Segment
Investment Managemen  Activities Total
Income from loans and other investmel
Interest and related incor $25,64: $— $— $25,64:
Less: Interest and related expenses 21,83¢ — — 21,83¢
Income from loans and other investments, 3,80¢ — — 3,80¢
Other revenue:
Management fees from affiliat: — 2,37z (619) 1,752
Servicing fees — 1,671 (217) 1,46(
Total other revenue — 4,04: (830) 3,21z
Other expense!
General and administrative 2,421 3,34¢ (830 4,941
Total other expense 2,427 3,34« (830) 4,941
Total othe-thar-temporary impairments (securitie: (30,687 — — (30,687
Portion of other-than-temporary impairments of
securities recognized in other comprehensive
income 17z — — 17¢
Impairment of real estate held-for-sale (1,055 — — (1,055
Net impairments recognized in earnir (31,569 — — (31,569
Recovery of provision for loan loss 17,15: — — 17,15:
Gain on extinguishment of de 20,05« — — 20,05¢
Income from equity investments in unconsolidate
subsidiaries — 307 — 307
Income before income tax 7,01 1,00¢ — 8,02(
Income tax provision (benefit) 703 (939 — (23€)
Net income $6,31: $1,94¢ $— $8,25¢
Net loss attributable to noncontrolling interests 5,46¢ — — 5,46¢
Net income attributable to Capital Trust, Inc. $11,77° $1,94¢ $— $13,72:
Total assets $1,528,44 $11,44¢ $— $1,539,88!

All revenues were generated from external sourc#sinvthe United States. The Investment Managensegimer
received intercompany preferred dividend incom&®&£9,000 from the Balance Sheet segment for theethronth
ended September 30, 2011. In addition, the Investilnagement segment earned fees of $211,00Cfoing a
collateral manager of the CT CDOs consolidated urmde Balance Sheet Investment segment as welpasia
servicing activity for certain CT CDO assets foe three months ended September 30, 2011.

Note 16. Subsequent Events
Subsequent to quarter end, on November 8, 201 dhikers of our outstanding warrants exercised oashless bas

all of the outstanding warrants. As a result, veuésl 1,690,466 shares of our class A common stordugnt to th
terms of the warrants.
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ITEM 2. Management's Discussion and Analysis of Rancial Condition and Results of Operations

References herein to “we,” “us” or “ouréfer to Capital Trust, Inc. and its subsidiarie¢ess the context specifica
requires otherwise.

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

Introduction

We are a real estate finance company that spessaiiz credit sensitive financial products. To data; investmer
programs have focused on loans and securities bdnkeommercial real estate assets. We investdioown accout
directly on our balance sheet and for thiaties through a series of investment managemehicles. From tr
inception of our finance business in 1997 throught&mber 30, 2012, we have completed approximé&tyl billior
of commercial real estate investments. We conducbperations as a real estate investment tru®Er, for federe
income tax purposes. We are traded on the New WBtokk Exchange, or NYSE, under the symbol “Cafid an
headquartered in New York City.

Sale of Investment Management Platform

On September 27, 2012, we announced our entry antefinitive purchase and sale agreement, or Psg
Agreement, with an affiliate, which we refer tothe Purchaser, of The Blackstone Group L.P., whiehrefer to a
Blackstone. Pursuant to the Purchase Agreemenfuihehaser will acquire our investment managemedtspecie
servicing businesses, operated through our sulbbgjdil Investment Management Co., LLC, or CTIMCQ@daui
related private investment fund aosestments for $20.6 million. The Purchaser wiloepurchase for $10.0 million,
$2.00 per share, 5,000,000 shares of our class Mmum stock that will represent approximately 17.b%ooul
common stock outstanding following consummationthe transactions contemplated by the Purchase Agnet
which we refer to as the Transactions. The Purchageement also contemplates that we will enteo iatnev
management agreement pursuant to which a Blacksfiitiate, which we refer to as the New CT Manageill
manage Capital Trust, Inc. following the consumpratof the Transactions. Pursuant to the new manag
agreement, the New CT Manager will manage Capita$tl Inc. in accordance with investment guideliaed policie
approved by our board of directors. Stephen D. iRJaBeoffrey G. Jervis and Thomas C. Ruffing witintinue t
serve in their current executive management rotettpansaction. Consummation of the Transactions Igesti tc
customary closing conditions, including the apptasathe Transactions by the affirmative vote oé tholders of
majority of the outstanding shares of common staic special meeting of shareholders that will &léed to approv
the Transactions. W. R. Berkley and its affiliatmtities, holders of approximately 15.9% of ourssléh commo
stock, have entered into a voting agreement toaipipe transaction.

If the Transactions are consummated, we will p&2#0 per share special cash dividend to holdersuofclass ;
common stock, which will be payable as soon astigade following closing of the Transactions taastholders ¢
record as of the close of business on Novembe2d12.

In accordance with NYSE procedures, from Novemh&012 through the special dividend payment daie ctass #
common stock will trade with “due-billsepresenting an assignment of the right to rectiieespecial dividend. O
class A common stock will not trade divdend until the first business day after thecsgledividend payment da
Shareholders who sell their shares on or beforespleeial dividend payment date will not be entittedreceive th
special dividend.

The sources of funds for the special dividend bdicash on hand prior to the Transactions andrweepds from tt
sale of CTIMCO and our private investment fundimeestments. The Purchaser will not receive theispéividenc
given that its investment in our class A commorlstwill close after the special dividend recordedat

Following the Transactions, we will continue to owur existing cash balances (as reduced to funéresgs of tr

Transactions and the special dividend), our inteére€T Legacy REIT (as defined below), our carrietérest in C’
Opportunity Partners |, LP, as well as our retaisigidordinate interests in our three CT CDOs.
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March 2011 Restructuring

On March 31, 2011, we restructured, amended, angaxished all of our outstanding recourse debtgattions, whic
we refer to as our March 2011 restructuring. Ourdie2011 restructuring involved: (i) the contrilmutiof 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 CT d®gREIT from an affiliate of Five Mile Capital, drthe
issuance of equity interests in the common stockCbfLegacy REIT to the former lenders under ouricrearedi
facility and our former junior subordinated notefets, as well as to an affiliate of Five Mile Capit

Following the completion of our March 2011 resturgtg, we no longer have any recourse debt obbgatiand reta
unencumbered ownership of 100% of (i) our investnmeanagement platform, CT Investment ManagementlQC,
(i) our coinvestment in CT Opportunity Partners I, LP, (@i)r residual ownership interests in three of theOSBha
we issued, CT CDOs |, I, and IV, and (iv) our taasis net operating losses. Furthermore, we ha2% equit
interest in the common stock of CT Legacy REIT. @cwnomic interest in CT Legacy REIT is, howevahjsct to (i
the secured notes, which are newgourse obligations that are collateralized byaerof our retained equity intere
in the common stock of CT Legacy REIT, (ii) incentiawards that provide for the participation in ams earne
from our retained equity interests in the commarlstof CT Legacy REIT, and (iii) the subordinatasd B commc
stock of CT Legacy REIT owned by our former junsrbordinate noteholders. In addition to our interasthe
common stock of CT Legacy REIT, we also own 100%sobutstanding class A preferred stock.

Critical Accounting Policies

Our discussion and analysis of our financial caadiaind results of operations is based upon ousaa@ated financi:
statements, which have been prepared in accordeaitft@ccounting principles generally accepted i thited State
of America, or GAAP. The preparation of these ficiahstatements requires our management to makaatst an
assumptions with regard to the reported amounesséts, liabilities, revenue and expenses, antbdethsclosure «
contingent assets and liabilities. Actual resuttsld differ from these estimates. There have beematerial chang:
to our Critical Accounting Policies described irr @mnual report on Form 1K<iled with the Securities and Exchat
Commission on February 14, 2012.

Principles of Consolidation and Balance Sheet Presttion

The accompanying financial statements include, @orssolidated basis, our accounts, the accountsuofvholly-
owned subsidiaries, and variable interest entitisVIEs, in which we are the primary beneficiaprepared i
accordance with GAAP. All significant intercompaglances and transactions have been eliminatezhisntidation.

Our consolidated balance sheets separately pre§grdur direct assets and liabilities, (i) theralit assets a
liabilities of CT Legacy REIT, and (iii) the asseisd liabilities of consolidated securitization ias. Assets of ¢
consolidated VIEs can generally only be used tisfyathe obligations of those VIEs, and the liai@k of consolidate
VIEs are norrecourse to us. Similarly, the following discussgaparately describes (i) our direct assets abdifias,
(i) the direct assets and liabilities of CT Legd&REIT, and (iii) the assets and liabilities of colidated securitizatic
vehicles.

Beginning in the first quarter of 2012, CT LegaciIR no longer consolidates one of its subsidiar@s, Legac
Asset, LLC, or CT Legacy Asset, and instead aceofortits net equity investment in CT Legacy Asseta fair valu
basis. See Note 1 to our consolidated financiéstants for additional discussion.

Discussion of Operations

We include below in our discussion of operationsaf overview of the operations of our parent camp Capite
Trust, Inc., including its whollypwned investment management subsidiary, CTIMCQ, giidiscussion of tt
consolidated balance sheet and operating resulapftal Trust, Inc. prepared in accordance withARA (iii) a
discussion of the adjusted balance sheet of Capitest, Inc., and (iv) a discussion of CT Legacy'RE

We believe that our adjusted balance sheet provigsmingful information to consider, in additionaiar consolidate
balance sheet prepared in accordance with GAAR ddijusted measure helps us to evaluate our fialgpasition an
performance without the effects of certain transastand GAAP adjustments that are not necessadlgative of ou
current investment portfolio, operations, capitatian, or equity.

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

I. Capital Trust, Inc.

Subsequent to our March 2011 restructuring, oummless has focused on managing the operations ohwestmer
management and special servicing platform, anddbevery from the legacy investments within CT L@g®EIT’s
portfolio. Our investment management business israipd through our whollgwned taxable subsidiary, !
Investment Management Co., LLC, or CTIMCO, andudels: (i) management of our public company part@apita
Trust, Inc.; (ii) collateral management of the faOf CDOs which we have sponsored; (iii) specialvisérg of



investments within both our public company and atev equity portfolios, as well as for thipdties; and (i
sponsorship and management of our private equityagement mandates, which are described below.
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Investment Management Overview

We act as an investment manager for ourselves laindiparties and as special servicer for certain of loar
investments, as well as for thiphrties. The table below details investment managerand special servicing !
revenue generated by CTIMCO for the nine montheer&eptember 30, 2012 and 2011 (in thousands):

Investment Management Revenues
September 30, 201 September 30, 201

Fees generated ¢

Public company manag $1,85¢ $1,24-
Private equity manag: 4,741 4,92
CDO collateral managt 43: 59¢
Special servicer 6,55¢ 2,24

Total fees $13,58! $9,01:
Eliminations® (3,256 (1,87¢)

Total fees, net $10,33. $7,13¢

(1) Fees received by CTIMCO from Capital Trust, Inc.pther consolidated subsidiaries, have
eliminated in consolidatior

We have developed our investment management bgsinesrder 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 no lengnvesting capital (its investment period expira
September 2012). The fund held its final closing July 2008 with $539.9 million in total equ
commitments from 28 institutional and individuav@stors. We have a $25.0 million commitment to 8tve
the fund, of which $10.2 million is currently furdieSubsequent to the investment period expiraion
obligation to fund additional capital to CTOPI imited. The fund targeted opportunistic investmen
commercial real estate, specifically high yield tieguity and hybrid instruments, as well as penforming
and subperforming loans and securities. We earn base neamagt fees of 1.3% per annum of inve
capital, as well as net incentive management fé43 3% of profits after a 9% preferred return antl00%
return of capital. As of September 30, 2012, CTO®& invested $491.5 million in 39 transactionswhich
$212.8 million remains outstandir

CT High Grade Partners Il, LLC, or CT High Gradei#$l no longer investing capital (its investmentiqd
expired in May 2011). The fund closed in June 200& $667 million of commitments from tv
institutional investors. The fund targeted seniebtdopportunities in the commercial real estatéosend dic
not employ leverage. We earn a base managemeat 240% per annum on invested capital. In conjion
with the transfer of interests from one of CT Hi@hade II's investors to the other in April 2012, we ma
$2.8 million (0.44%) canvestment in CT High Grade Il. As of September 3012, CT High Grade Il h
invested $588.1 million in 33 transactions, of wh&551.1 million remains outstandir

CT High Grade Mezzaning", or CT High Grade |, is no longer formally investicapital (its investme
period officially expired in July 2008), however weave continued investing the “high gradstateg'
through CT High Grade | on a naliscretionary basis since the end of the CT Highd8rll investmel
period in May 2011. The separate account closédowvember 2006, with a single, related party intitial
investor committing $250 million, which was subsently increased to $350 million in July 2007. Aeaul
of the reepening of the platform in May 2011 and the reitivgsof certain realized assets, as of Septe
30, 2012, we have invested $594.0 million for #tigsount. This separate account has a single iny&staR
Berkley Corporation, or WRBC, which is our largebreholder and designates an appointee to oud lo
directors. CT High Grade | targets lower LTV subinade debt investments without leverage and ind
$420.9 million in 12 transactions during its initiavestment period, as well as $173.1 million iwe
transactions since the platform wasopened in May 2011. We generally earn managementde0.25% pe
annum on invested capital for substantially alCdf High Grade 15 investments. As of September 30, 2
$273.3 million of these investments remain outsiagc
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« CT Large Loan 2006, Inc., or CT Large Loan, is aoder investing capital (its investment period exgiir
May 2008). The fund closed in May 2006 with totaugy commitments of $325 million from eic
institutional investors. In light of the performanof this fund, we do not charge the full managenfes o
0.75% per annum of fund assets (capped at 1.5%w@stied equity), and instead voluntarily cappedfee
at $805,000 per annut

The table below provides additional informationarting the three private equity funds and one sgparccount w
managed as of September 30, 2012.

Investment Management Mandates, as of September 32012

(in millions)
Base Incentive
Total Total Capital Co- Management  Managemeni
Type Investments Commitments Investment % Fee Fee
@

Investing:
CT High Grade Sep. Acc $298 $581 —% 0.25% (Assets® N/A
Liguidating:
CTOPI Fund $213 $54( 4.63%@ 1.28% (Assets (5)
CT High Grade |  Fund $551 $667 0.44%®) 0.40% (Assets N/A
CT Large Loar Fund $172 $32¢ —% 0.75% (Assets®) N/A

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

2) CT High Grade | ultimately closed with capital coitments of $350 million. Subsequent to the expimatdf the CT High Grade
investment period, we continued to invest on bebBMVRBC under the CT High Grade | platform on an4dliscretionary basis, bringi
WRBC's total allocated capital to $581 million as of ®epber 30, 2012

(3) We generally earn fees equal to 0.25% per annuimvebted capital, however due to the -discretionary nature of this investment veh
in certain cases we earn fees which may be greatess than 0.25% per annu

(4)  We have committed to invest $25.0 million in CTC

(5) CTIMCO earns net incentive management fees of 1af7ptofits after a 9% preferred return on capétial 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

(6) In conjunction with the transfer of interests frame of CT High Grade 's investors to the other in April 2012, we purcliaae0.449
interest in CT High Grade Il for $2.8 million, rgzenting a $2.9 million capital commitme

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

(8) Capped at 1.5% of equity. In light of the perforrmauof this fund, we do not charge the full managenfee, and instead we have volunt:
capped our fee at $805,000 per ann

As of September 30, 2012, we heldingestments in two of the private equity funds tivat manage, CTOPI and
High Grade Il. These investments totaled $18.7ionillas of September 30, 2012, and were recordedqaiy
investments in unconsolidated subsidiaries on onsalidated balance sheet. Our investment in CTi@ides a $5.
million incentive allocation to CTIMCO as the gealepartner of CTOPI, however our ability to ultirabt collec
these incentive allocations is contingent upon tleformance of CTOPY current and future investmel
Accordingly, we have deferred recognition of incorftem such incentive allocations and have recoghiae
equivalent $5.9 million unearned revenue liabiity a component of accounts payable, accrued expamseothe
liabilities on our consolidated balance sheet. Sete 4 to our consolidated financial statements ddditiona
discussion.
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Originations

We have historically allocated investment oppotiesi between our balance sheet and investment rearen
vehicles based upon our assessment of risk andhretofiles, the availability and cost of capitahd apphcabl
regulatory restrictions associated with each oppatt. Currently, we are originating investmentslyofor our
investment management business, which are sumrddriziae table below for the nine months ended Sapéer 3(
2012 and for the year ended December 31, 2011.

Originations (1)

(% in millions) Nine months endec Year ended
September 30, 2012 December 31, 2011
# S # S
Investment management 6 [/ $12¢ 11 / $21¢

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

Asset Management

We actively manage the CT Legacy REIT portfolio dne assets held by our investment managementleshigtt
our inhouse team of asset managers. While these invetstraen primarily in the form of debt, we are aggies ir
exercising the rights afforded to us as a lendé&es€ 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 retcdeterioration in property level performance, pdp valuation, an
the real estate capital markets, a significant remad 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 recovenhax
investments.

We actively manage our various securities portfolising a combination of quantitative tools andlpeoperty leve
analysis to monitor the performance of the seasgitind their collateral against original expectetidSecurities a
analyzed to monitor underlying loan delinquenctesnsfers to special servicing, and changes tséneicers watct
list. Realized losses on underlying loans are &dcknd compared to original loss expectations. @erendic basit
individual loans of concern are also re-underwmitte

Investment in CT Legacy REIT

Following the completion of our March 2011 restwugtg, we retained a 52% equity interest in thes€lA commo
stock of CT Legacy REIT, comprised of 4.4 millidmases of class A-1 common stock and 775,000 sldireass A2
common stock. Also, in April 2011, we purchased,6%& shares of class B common stock of CT Legach Rét ar
average price of $1.20 per share. The outstandimgron stock of CT Legacy REIT is comprised of 4illiom share:
of class A-1 common stock, 5.6 million shares afssl A2 common stock, and 1.5 million shares of classBrmor
stock. We also own 100% of the outstanding clagseferred stock of CT Legacy REIT, which initiakiytitles us t
cumulative preferred dividends of $7.5 million mamum. These dividends will be reduced in Janu@d32o th
greater of (i) 2.5% of certain of CT Legacy REdTassets, and (ii) $1.0 million per annum. As ailtesf oul
consolidation of CT Legacy REIT, these shares aS%lIA preferred stock are not represented on oandia
statements.
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The following table details the allocation of CTdaey REITS adjusted equity by class of common stock, andtél
Trust Inc.5 aggregate investment in the common stock of GJatg REIT on an adjusted basis as of Septemb
2012. The adjusted equity balance is used to etmloar investment in CT Legacy REIT because it wdes fron
GAAP equity items which are not indicative of owoaomic interests in the recovery of our legacytfptio. Sec
section Il below for a presentation of CT LegadylR's adjusted balance sheet.

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

CT Legacy REIT total adjusted assets (at fair e $116,24!
CT Legacy REIT total adjusted liabiliti«V (625)
Total CT Legacy REIT adjusted equ® $115,62I
CT Legacy REIT equity
Allocable to Class -1 common stocl $43,55:
Allocable to Class -2 common stocl 64,74¢
Allocable to Class B common sto 7,19
Allocable to Class B preferred sto 12t
$115,62!
Capital Trust, Inc. ownership by cla:
Class /-1 common stocl 10(%
Class £-2 common stocl 14%
Class B common stoc@ 8%

Capital Trust, Inc. adjusted equity allocatir

Class £-1 common stocl $43,55:
Class £-2 common stocl 8,951
Class B common stoc@ 58¢
Total Capital Trust investment in CT Legacy REIT $53,08!

(1) See section Il below for a presentation and dsiomsof CT Legacy REITE adjusted balance sheet. See No
to our consolidated financial statements for dismrsof the discounted cash flow valuation of Chhey Asse
the largest asset of CT Legacy RE

(2) The class B common stock is a subordinate cladsetitiles its holders to receive approximately 26f4he
dividends that would otherwise be payable to tlke<IAL common stock, after aggregate cash distributid
$50.0 million have been paid to all other clasfeommon stock

Our $53.1 million interest in the common stock of Cegacy REIT is subject to (i) the secured notesich are
collateralized by certain of our equity interestdhe common stock of CT Legacy REIT, and (ii) imbee awards thi
provide for the participation in amounts earnedrfrour retained equity interests in the common stfc€T Legac
REIT.
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The following table details our interest in CT Legd&EIT's adjusted equity, net of the secured notes ancggesmer
incentive awards as of September 30, 2012 (in twls):

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

Gross investment in CT Legacy REW $53,08!
Secured notes, including prepayment prem® (11,059
Management incentive awards plan, fully ves® (7,805)
Investment in CT Legacy REIT, net $34,22:

(1) Gross investment in CT Legacy REIT is calculatecanradjusted basis as detailed in the precedirig.tSke:
section Il below for a presentation and discussib@T Legacy REI’s adjusted balance she

(2) Includes the full potential prepayment premium eoused notes, as described below. We carry ttaditiaat its
amortized basis of $8.3 million on our balance steeof September 30, 2012. The remaining intexae
prepayment premium will be recognized, as appleabVer the term of the secured notes as a compoif
interest expens

(3) Assumes full payment of the management incentivardsvplan, as described below, based on the hygl
GAAP liguidation value of CT Legacy REIT as of Sapber 30, 2012. We periodically accrue a payabidhk
management incentive awards plan based on thengesthedule for the awards and continued employiof
the award recipients. As of September 30, 2012palance sheet includes $4.0 million in accounyaple an
accrued expenses for the management incentive aywked.

Secured Notes

In conjunction with our March 2011 restructuringdathe corresponding satisfaction of our senior itriatility anc
junior subordinated notes, whc-owned subsidiaries issued secured notes to theseeifccreditors, which secur
notes are nomecourse to us. The secured notes had an aggiageteface balance of $7.8 million and are secuiog
93.5% of our equity interests in the class A-1 atabs A2 common stock of CT Legacy REIT, which repres
48.3% of the total outstanding class A-1 and ckasscommon stock of CT Legacy REIT. The secured notature
on March 31, 2016 and bear interest at a rate 2% &er annum, which interest may be deferred umaiturity. All
dividends we receive from our equity interestshie tommon stock of CT Legacy REIT which serve diaimra
under the secured notes must be used to pay, payraterest and principal due thereunder, ang aftér the notes’
full satisfaction will we receive any cash flow fnothe common equity interests in CT Legacy REIT s$exve a
collateral for the notes. Any prepayment, or pagigpayment, of the secured notes will incur gppyenent premiui
resulting in a total payment of principal and ietsrunder the secured notes of $11.1 million.

In April 2011, we purchased $405,000 of the secumatds at par.
Management Incentive Awards PI

Upon completion of our March 2011 restructuring, gvanted senior level employees incentive awarsiseid unde
our long term incentive plan that participate inoamts earned from our retained equity interest TnL&gacy REIT
The awards provide payments to certain senior leveployees equal to as much as 6.75% of the tetadven
(subject to certain caps) of our legacy assetsph@T Legacy REITS obligations, when and if distributed to u
dividends.

Class A Preferred Stock

In addition to our interest in the common stockGyf Legacy REIT, we also own 100% of its outstanditegs #
preferred stock, which initially entitles us to culative preferred dividends of $7.5 million per amm Thes
dividends will be reduced in January 2013 to theatgr of (i) 2.5% of certain of CT Legacy RETassets, and (
$1.0 million per annum. As a result of our consatidn of CT Legacy REIT, these shares of class &gred stoc
are not represented on our balance sheet.

Taxes

Capital Trust, Inc. has made a tax election torbatéd as a REIT, and therefore generally is nbfestito federa
state, and local income taxes except for the ojp@bdf its taxable REIT subsidiary, CTIMCO. Thenpary benefi
from this election is that we are able to dedueidginds 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 investmentsvae must meet certain asset, income, ownershipdatdbutior
requirements. These qualifications have become wliffieult to meet in light of the transfer of olegacy portfolio ti
CT Legacy REIT in conjunction with our March 201dstructuring, and the lack of new, replacement stmen
activity. If we fail to maintain our qualificatioas a REIT, we may be subject to material penaéies potentiall
subject to past and future taxes. As of SeptemBefB12 and December 31, 2011, we were in comdiavith al
REIT requirements.
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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, 2Qhése included NOLs of approximately $161.5 millend NCL
of approximately $120.8 million at Capital Trushcl The utilization of NOLs to offset our taxablecome o
distribution requirements will require us to pateabative minimum taxes.

II. Discussion of Consolidated Operations of CapitiaTrust, Inc.

Balance Sheet Investments

Our consolidated balance sheet investments inclaimus types of commercial mortgage backed seéesirin
collateralized debt obligations, or Securities, anthmercial real estate loans and related instrtenen Loans, all «
which are assets of either CT Legacy REIT or cadatdd securitization vehicles. We collectivelyerefo these
Interest Earning Assets. The table below showslmgrest Earning Assets as of September 30, 2082Decembe
31, 2011 (in millions):

Consolidated Interest Earning Asset:

September 30, 201 December 31, 201
Book Book
Value Yield ) Value Yield (1)
CT Legacy REIT
Securities hel-to-maturity $— —% $3 3.31%
Loans receivable, n(? — — 207 5.21
Loans held-for-sale, net — — 31 6.2¢€
Subtotal / Weighted Averag $— —% $241 5.32%
Securitization Vehicles
Securities hel-to-maturity $15¢ 6.32% $35¢ 7.41%
Loans receivable, net 214 4.63 613 5.72
Subtotal / Weighted Averag $36¢ 5.34% $972 6.34%
Total / Weighted Average $36¢ 5.34% $1,21¢ 6.14%

(1) VYield on floating rate assets assumes LIBOR of ¥2ind 0.30% at September 30, 2012 and Decemb
2011, respectively

(2) Excludes, as of December 31, 2011, loan parti@patsold with a net book value of zero that areofié97.t
million of provisions for loan losses as of Decembg, 2011
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Asset Management

The table below details the overall credit probfeinterest Earning Assets held in consolidatedigtzation vehicles
which includes: (i) Loans where we have foreclogpdn the underlying collateral and own an equitgrest 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 risknohperformance 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) September 30, 201 December 31, 201

Interest earning assets of consolidated

securitization vehicles ($/ $369 /4 $972 / 12:
Real estate owned ($/ $—/— $10/:
Percentage of interest earning as —% 1.1%

Impaired Loan<V

Performing loans ($/# $—/1 $17 / ¢«
Non-performing loans ($ / #) $4/ ¢ $26 /7
Total ($/#) $4/¢ $43/ 1:
Percentage of interest earning as 1.1% 4.4%
Impaired Securitie® ($ / #) $12/1: $16 / 1«
Percentage of interest earning as 3.4% 1.€%

Watch List Asset(2)

Watch list loans ($/ 4 $92/: $78 /¢
Watch list securities ($ / #) $40 / ¢ $16 /¢
Total ($/#) $132 /¢ $94 /1.
Percentage of interest earning as 35.8% 9.7%

(1) Amounts represent net book value after provisiamddan lossesvaluation allowances on loe-helc-for-sale and oth-thar-
temporary impairments of securiti¢

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

As of September 30, 2012, there were significaffeinces between the estimated fair value andtiuk value ¢
some of the Securities in our consolidated seeatitn vehicles portfolio. We believe these differes to be related
the high degree of structural complexity combineithwpoor reporting available on these securitied angener:
negative bias against structured financial prodaats$ not reflective of a change in cash flow expéans from thes
securities. Accordingly, we have not recorded aifgiteonal other-thartemporary impairments against such Secur
See note 7 to our consolidated financial statemfentdditional discussion of securities with urized losses.

The ratings activity of our consolidated Securifstfolio over the nine months ended September28@2 and th
year ended December 31, 2011 is detailed be

Rating Activity @

Nine months endec Year ended

September 30, 2012 December 31, 2011
Securities Upgrade 4 5
Securities Downgrade 10 22

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

We capitalize our business with a combination dft@ad equity which has included common equityfgered equity
unsecured debt, and secured debt. As of Septenthe2032, our consolidated debt obligations, whioh @l non-
recourse to us, include (i) our secured notes, whie secured only by certain of our equity interé@s the commc
stock of CT Legacy REIT, and (ii) securitized deliiigations of consolidated securitization vehicl€ur equit
capital is currently comprised entirely of commaiock. From March 31, 2011 through February 10, 204&
consolidated the debt obligations of CT Legacy REt€luding its repurchase facility and mezzaniven, which wer
also non-recourse to us.

The table below describes our consolidated debtlities including those of CT Legacy REIT and aansolidate
securitization vehicles, as of September 30, 20t2Recember 31, 2011:

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

Non-Recourse debt obligation:
Capital Trust, Inc

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

Repurchase obligatior@ $— $58

Mezzanine loaf?) — 65
Total CT Legacy REIT debt obligations $— $12%
Weighted average effective cost of CT Legacy RE4Ht(3) (4) N/A 11.1%%
Consolidated Securitization Vehicl

CT collateralized debt obligatiol $447 $74z

Other consolidated securitization vehicles 51 46¢
Total securitization vehicles debt obligations $49¢ $1,21:
Weighted average effective cost of securitizatiehigles deb(®) ©) 1.21% 2.6&%
Total interest bearing liabilities $49¢ $1,33¢

(1)  Excludes loan participations so

(2)  As further described in Note 6 to our consoliddiadncial statements, we deconsolidated CT Legagsef a wholl-owned subsidiary
CT Legacy REIT, in the first quarter of 2012. Ageault, its debt obligations are no longer includedur consolidated financial statemet

3) Floating rate debt obligations assume LIBOR of 82dnd 0.30% at September 30, 2012 and Decemb@031, respectively

4) Including the impact of interest rate hedges witraggregate notional balance of $60.8 million aBefember 31, 2011, the effective-in
cost of CT Legacy REI's debt obligations would be 13.46% per ann

(5) Including the impact of interest rate hedges withaggregate notional balance of $273.7 and $298@li®@mas of September 30, 2012 :
December 31, 2011, respectively, the effectivearattost of our consolidated securitization vehiclésbt obligations would be 4.09% ¢
3.98% per annum, respective

Secured Notes

In conjunction with our March 2011 restructuringdaihe corresponding satisfaction of our senior icrietility anc
junior subordinated notes, whc-owned subsidiaries issued secured notes to theseifccreditors, which secur
notes are nomecourse to us. The secured notes had an aggiageteface balance of $7.8 million and are secuiog
93.5% of our equity interests in the class A-1 &x@d common stock of CT Legacy REIT, which represd@&s% o
the total outstanding class A-1 and2Acommon stock of CT Legacy REIT. The secured notatire on March 3
2016 and bear interest at a rate of 8.2% per anmdmich interest may be deferred until maturity. Aividends w
receive from our equity interests in the commormtlstof CT Legacy REIT which serve as collateral urithe secure
notes must be used to pay, or prepay, interespandipal due thereunder, and only after the nofigl’satisfactior
will we receive any cash flow from the common eguitterests in CT Legacy REIT that serve as caldtéor the
notes. Any prepayment, or partial prepayment, ef shcured notes will incur a prepayment premiuraltieg in ¢
total payment of principal and interest under theused notes of $11.1 million.
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During the second quarter of 2011, we purchase8 $00 of the secured notes at par.
Repurchase Obligatior
As of December 31, 2011, CT Legacy REIT was pastgrie repurchase obligation with JPMorgan, whicls wan-
recourse to Capital Trust, Inc., had an outstantadgnce of $58.5 million, and an ailcost of LIBOR plus 2.50% p
annum.
In February 2012, CT Legacy REIT refinanced itsurepase facility and its mezzanine loan with a leingew $124.
million repurchase facility from JPMorgan, obtainey its subsidiary CT Legacy Asset. This refinagciasulted i
the deconsolidation of CT Legacy Asset and withihig repurchase facility. See Note 6 to our codatdid financie
statements for further discussion.

Mezzanine Loa

As of December 31, 2011, CT Legacy REIT was pasta imezzanine loan with Five Mile Capital, whichswaon-
recourse to Capital Trust, Inc., had an outstantaignce of $65.3 million, and an all-in cost of@li® per annum.

In February 2012, CT Legacy REIT refinanced the zaaime loan and its JPMorgan repurchase facilith wisingle
new $124.0 million repurchase facility from JPMangabtained by its subsidiary CT Legacy Asset.

Securitized Debt Obligations

Non-recourse debt obligations of consolidated secatitn vehicles include our CT CDOs, as well as gdes issue
by other consolidated securitization vehicles whdoh not sponsored by us.

These consolidated non-recourse securitized deiglations are described below (in millions):

Non-Recourse Securitized Debt Obligation

September 30, 201 December 31, 201
All-in Cost All-in Cost
Book Value @) Book Value 1)
CT CDOs
CTCDO | $91 1.3% $121 1.2%
CT CDO Il 157 1.2 20C 1.2
CT CDO llI — — 20C 5.2
CT CDO IV 19¢ 1.2 222 1.2
Total CT CDOs¢ $447 1.2% $74: 2.3%
Other securitization vehicle _
GSMS 200-FL8A $51 1.1% $51 1.4%
GMACC 199°-C1 — — 84 7.1
GECMCO(-1 H — — 25 5.5
MSC 2007-XLCA — — 31C 2.4
Total other securitization vehicl $51 1.1% $47( 3.3%
Total non-recourse debt obligations $49¢ 1.2% $1,21: 2.7%

Q) Includes amortization of premiums and issuancescosSCT CDOs. Floating rate debt obligations asswhiR of 0.21% and 0.30%
September 30, 2012 and December 31, 2011, resplyc

Shareholders’ Equity
We did not issue any new shares of class A comnuamk sluring the nine months ended September 3®.20ange

in the number of outstanding shares during the miumths ended September 30, 2012 resulted from oy
restricted common stock grants, forfeitures andingsas well as stock unit grants to our boardiodctors.
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The following table calculates our book value geare as of September 30, 2012 and December 31; 2011

Shareholders' Equity

September 30, 201 December 31, 201

Shareholders equit ($24,559,20) ($110,423,80)
Shares
Class A common stoc 21,978,57 21,966,68
Restricted common sto 536,53¢ 244,42:
Stock units 676,51} 562,33!
Dilutive Warrants — —
Total 23,191,62 22,773,44
Book value per shai ($1.0¢) (%4.85)

As of September 30, 2012, there were 22,515,10fstaf our class A common stock and restricted comstocl
outstanding. There were also outstanding warranfsutchase 3,479,691 shares of our class A comnomk st a
exercise price of $1.79 per share. The warrantarheexercisable on March 16, 2012, will expire car¢h 16, 201!
and may be exercised in a cashless manner.

On November 8, 2012, all of our outstanding wassamnere exercised in a cashless manner. See Note @6l
consolidated financial statements for further désoon.

Other Balance Sheet Items

Participations sold represent interests in cetta@ns that we originated and subsequently solahéoad our investme
management vehicles or to thiparties. We have historically presented these gpations sold as both assets
non+ecourse liabilities because these arrangementotqualify as sales under GAAP. Generally, pgréitibns sol
are recorded as assets and liabilities in equaliatean our consolidated balance sheets, and awadeput amount ¢
interest income and interest expense is recordenuorconsolidated statements of operations. We haveconomi
exposure to these liabilities.

During September 2012, our one remaining loan @pétion sold was repaid.

Interest Rate Exposure

We endeavor to manage a book of assets and liewilihat are generally matched with respect torésterate:
typically financing floating rate assets with floet rate liabilities and fixed rate assets withefixrate liabilities. |
some cases, we finance fixed rate assets withirflpagite liabilities and, in those cases, we mag inserest ra
derivatives, such as swaps, to effectively conthestfloating rate debt to fixed rate debt. In sirdtances, the equ
we have invested in fixed rate assets is not tylgicavapped, leaving a portion of our equity capegaposed t
changes in value of the fixed rate assets duettmest rate fluctuations. The balance of our assats interest
floating rates and are financed with floating rééilities, leaving a portion of our equity capitxposed to cash flc
variability from fluctuations in rates. Generalthese assets and liabilities earn interest at ratisxed to onenontt
LIBOR.

Our counterparties in these transactions are Ifngacial institutions and we are dependent upenfilancial healt

of these counterparties and a functioning interatd derivative market in order to effectively extecour hedgin
strategy.
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The table below details our interest rate expoasref September 30, 2012 and December 31, 2011:

Interest Rate Exposure

(in millions) September 30, 201 December 31, 201
Value exposure to interest ra(®
Fixed rate asse $271 $84¢
Fixed rate dek (22 (3949
Interest rate swaps (279 (357)
Net fixed rate exposure ($19) $9:
Weighted average coupon (fixed rate ass 6.3(% 7.2%
Cash flow exposure to interest ra®)
Floating rate asse $25: $86:
Floating rate dek (48%) (901)
Interest rate swaps 274 357
Net floating rate exposure $44 $31¢
Weighted average coupon (floating rate as<? 3.62% 3.5%
Net income impact from 100 bps change in LIB $0.2 $3.2

(1)  Allvalues are in terms of face or notional amouyatsl include loans classified as I-for-sale.
(2)  Weighted average coupon assumes LIBOR of 0.21%0 806 at September 30, 2012 and December 31, &ddectively
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Results of Operations

Comparison of Results of Operations: Three Months Bded September 30, 2012 vs. September 30, 2(
(in thousands, except per share d

2012 2011 Change % Change
Income from loans and other investmel
Interest and related incor $6,94¢ $25,64.  ($18,69)) (72.9%)
Less: Interest and related expenses 5,147 21,83¢ (16,69)) (76.4%)
Income from loans and other investments, 1,79i 3,80¢ (2,009 (52.8%)
Other revenues
Management fees from affiliat 1,54¢ 1,75:% (207) (11.8%)
Servicing fees 2,20¢ 1,46( 74€ 51.1%
Total other revenu 3,75% 3,21 53¢ 16.8%
Other expense:
General and administrative 7,141 4,941 2,20( 44.5%
Total other expensi 7,141 4,941 2,20( 44.5%
Total othe-thar-temporary impairments of securiti — (30,687 30,68 (100.(%)
Portion of other-than-temporary impairments of siies
recognized in other comprehensive ince — 178 (179 (100.(%)
Impairment of real estate held-for-sale — (1,05%) 1,05¢ (100.(%)
Net impairments recognized in earnir — (31,569 31,56¢ (100.%)
Recovery of provision for loan loss 2,811 17,15: (14,34) (83.6%)
Gain on extinguishment of de — 20,05« (20,059) (100.(%)
Fair value adjustment on investment in CT Legacget 11,981 — 11,987 100.(%
Income from equity investments in unconsolidateosgliarie: 411 307 104 33.£%
Income before income tax 13,61" 8,02( 5,591 69.8%
Income tax provision (benei 717 (23¢€) 952 N/A
Net income $12,90( $8,25¢ $4,64¢ 56.2%
Net (income) loss attributable to noncontrollinteirests (5,909) 5,46¢ (11,367 N/A
Net income (loss) attributable to Capital Trust.! $6,99¢ $13,72. ($6,729) (49.(%)
Net income (loss) per she- diluted $0.2¢ $0.57 ($0.2¢) (50.(%)
Dividend per shar $0.0( $0.0( $0.0( N/A
Average LIBOR 0.24% 0.22% 0.01% 5.5%

Income from loans and other investments,

As discussed in Note 1 to our consolidated findnsiatements, we deconsolidated the assets anititigsbof CT
Legacy Asset in the first quarter of 2012. As ailtesf this and repayments in our portfolio, interéncome decreas
$18.7 million, or 73%, and interest expense deewbdsy $16.7 million, or 76%, during the three men#nde
September 30, 2012 compared to the three monthasdeSdptember 30, 2011. On a net basis, net interesine
decreased by $2.0 million as the decrease in sitéreome was more than the reduction in intengséese.

Management fees from affiliat

Base management fees from our investment managdmsiniess decreased $207,000, or 12%, during iftegtharte
of 2012 compared to the third quarter of 2011. @herease was attributable to repayment activityuninvestmer
management vehicles.

Servicing fees

Servicing fees increased $746,000 during the thudrter of 2012 compared to 2011. The increases@s fwa
primarily due to modification activity on loans fatich we are named special servicer.
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General and administrative expenses

General and administrative expenses include peedotosts, operating expenses, professional feab,eapense
associated with consolidated securitization vebiogeneral and administrative expenses increas@dndiftion during
the third quarter of 2012 compared to 2011. Thésdase was primarily due to expenses associatédtimet pendin
sale of our investment management platform.

Net impairments recognized in earnir

There were no impairments recognized in earningsguhe third quarter of 2012. During the thirdagter of 2011
we recorded $30.7 million of other-th&mporary impairments of securities on one of cecusities that had
adverse change in cash flow expectations. Of tmisuent, $30.5 million was included in earnings ane temainde
$173,000, was recorded in other comprehensive iecdmaddition, we recorded a $1.1 million impainhen ree
estate held-for-sale to reflect the property atvalue.

Recovery of provision for loan loss

During the third quarter of 2012, we recorded a883$8illion net recovery of loan losses. This netorery included
$4.1 million recovery of one loan that had previguseen impaired, offset by a $1.3 million provisiagainst anoth
loan.

During the third quarter of 2011, we recorded a.31illion recovery of provisions for loan loss&$ie recovery we
primarily related to two loans that had previousgen impaired.

Gain on extinguishment of debt

There were no gains on extinguishment of debt dutfire third quarter of 2012. During the third qearf 2011, w
recorded a $20.1 million gain on the extinguishmehtebt due to realized losses from collateraktséeld b
consolidated securitization vehicles.

Fair value adjustment on investment in CT Legacset

We have elected the fair value option of accountimgCT Legacy REITS investment in CT Legacy Asset, pursua
which we record this investment at fair value ratti@n at our historical cost investment amountrifi@uthe thirc
quarter of 2012, we recognized $12.0 million of faalue adjustments on our investment in CT LegAsget. Se
Note 6 to our consolidated financial statementsfdiother discussion. We recorded no such fair vadgistments i
2011.

Income from equity investments in unconsolidatédisiiaries

The income from equity investments during the thjuérter of 2012 of $411,000 was comprised of inedram ou
co-investments in CTOPI and CT High Grade Il. CT@Rhcome was largely driven by income from operst
while CT High Grade II's income was the result ojlive fair value adjustments on its investmentfpto.
Similarly, the income from equity investments dgrithe third quarter of 2011 of $307,000 was fronrt oo-
investment in CTOPI. CTOR’income for the quarter was primarily comprisednekestment income and fair va
adjustments. We did not have a co-investment irH@Jh Grade Il in the third quarter of 2011.

Income tax provisio

During the third quarter of 2012, we recorded aome tax provision of $717,000 comprised of anmestied incom
tax liability of $918,000 at our taxable REIT suliaty, CTIMCO, and a $166,000 provision at Capitalist
associated with our use of NOLs. This was offseal$867,000 noash income tax benefit due to an increase i
deferred tax asset of CTIMCO.

During the third quarter of 2011, we recorded ainedtme tax benefit of $236,000 which is primadlymprised of a
increase of our deferred tax asset at CTIMCO.

Net income attributable to noncontrolling intere

The net income attributable to noncontrolling ietts recorded during the third quarter of 2012 20t represen
the pro-rata share of CT Legacy REIT’s net incoorettie quarter allocable to equity interests nohesvby us.

Dividends

We did not pay any dividends on our class A comstogk in the third quarter of 2012 or 20,
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Comparison of Results of Operations: Nine Months Eded September 30, 2012 vs. September 30, 2(

(in thousands, except per share d

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

Other revenues
Management fees from affiliat
Servicing fees

Total other revenu:

Other expense!
General and administrative

Total other expensi

Total othe-thar-temporary impairments of securiti
Portion of other-thanemporary impairments of securit

recognized in other comprehensive ince
Impairment of real estate held-for-sale

Net impairments recognized in earnir

Recovery of provision for loan loss

Valuation allowance on loans h-for-sale

Gain on extinguishment of de

Fair value adjustment on investment in CT Legacget
Gain on deconsolidation of subsidi:

Income from equity investments in unconsolidated
subsidiaries

Income before income tax
Income tax provisic
Net income
Net income attributable to noncontrolling intere
Net income attributable to Capital Trust, |
Net income per sha- diluted
Dividend per shar

Average LIBOR

Income from loans and other investments,

2012 2011 Change % Change
$28,42: $95,18 ($66,769) (70.1%)
33,90: 80,38: (46,479 (57.€%)
(5,479 14,80¢ (20,285 N/A
4,741 4,927 (18¢) (3.€%)
5,591 2,20¢ 3,38: 153.2%
10,33 7,13t 3,197 44.8%
16,19: 19,86¢ (3,679 (18.5%)
16,19: 19,86¢ (3,675 (18.5%)
— (35,62() 35,62( (100.(%)
(160) (3,099 2,93¢ (94.€%)
— (1,055 1,05¢ (100.(%)
(160) (39,779 39,61 (99.€%)
2,81¢ 34,40: (31,58 (91.£%)
— (22¢9) 224 (100.(%)
— 271,03: (271,03) (100.(%)
19,64¢ — 19,64¢ 100.(%
146,38( — 146,38l 100.(%
1,312 2,10¢ (799) (37.7%)
158,65t 269,61. (110,95) (41.2%)
1,78% 1,214 56¢ 46.9%
$156,87. $268,39!  ($111,52 (41.€%)
(81,039 (1,93%) (79,109 N/A
$75,83! $266,46:  ($190,62) (71.5%)
$3.1( $11.0¢ ($7.99) (72.(%)
$0.0¢ $0.0( $0.0( N/A
0.24% 0.21% 0.03% 16.6%

As discussed in Note 1 to our consolidated findnsfatements, we deconsolidated the assets anititigsbof CT
Legacy Asset in the first quarter of 2012. As ailtesf this and repayments in our portfolio, interéncome decreas
$66.8 million, or 71%, and interest expense deewéy $46.5 million, or 58%, during the first nimonths of 201
compared to the first nine months of 2011. On abaatis, net interest income decreased by $20.3omills th
decrease in interest income was more than the tiedua interest expense.

Management fees from affiliates

Base management fees from our investment managemosittess decreased $186,000, or 4%, during therfine
months of 2012 compared to the first nine month2Gif1. The increase was attributable to net repaymetivity ir

our investment management vehicles.

Servicing fees

Servicing fees increased $3.4 million during thietfnine months of 2012 compared to the first mmanths of 201:
The increase in fees was primarily due to modifcatctivity on loans for which we are named splesgavicer.
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General and administrative expenses

General and administrative expenses include peedocwsts, operating expenses, professional feeseapdnse
associated with consolidated securitization vebic@eneral and administrative expenses decreasé&3.Bymillior
between the first nine months of 2012 and the firse months of 2011. The decrease was primarigy tou(i) $2.¢
million of onetime restructuring bonuses paid in 2011 and (§2e8 million decrease in expenses recognized |
the CT Legacy REIT management incentive awards. filais was offset by $2.1 million of additional ZD&xpense
associated with the pending sale of our investmemtagement platform.

Net impairments recognized in earnir

During the first nine months of 2012, we recognize$l1 60,000 impairment, representing additionadictess on on
of the securities in our consolidated securitizatiehicles.

During the nine months ended September 30, 201lrea@rded a gross other-thtemporary impairment of $3¢
million on seven securities that had an adversexgidan cash flow expectations. In addition, we ggiped $3.
million of previous other-thatemporary impairments from other comprehensive nmeadnto earnings, to refle
additional credit impairments on these securiti¥s. also recorded a $1.1 million impairment on esthte held-for-
sale to reflect the property at fair value.

Recovery of provision for loan loss

During the first nine months of 2012, we recorde®a8 million net recovery of provisions for loavsses. This n
recovery included a $4.1 million recovery of onarathat had previously been impaired, offset byl&8 $nillion
provision against another loan.

During the nine months ended September 30, 201Iresmrded a net $34.4 million recovery of provisidor loar
losses. The net recovery included $43.8 milliommeafoveries on previously impaired loans, offset¥9y4 million o
additional loan loss provisions against three loans

Valuation allowance on loans held-for-sale

There were no valuation allowances on loans healg#éte during the first nine months of 2012. Durithg tine
months ended September 30, 2011, we recorded atiauallowance of $224,000 against one loan wesdiad a
held-for-sale.

Gain on extinguishment of debt

There were no gains on extinguishment of debt dutive first nine months of 2012. During the ninenths ende
September 30, 2011, we recorded $271.0 millionadf @n the extinguishment of debt. This was pritpazompriset
of (i) a $174.8 million gain on extinguishment afrasenior credit facility and junior subordinatedtes, (ii) a $75.
million gain associated with the elimination ofaah participation sold liability, and (iii) $20.1iliron of gains on th
extinguishment of debt due to realized losses frottateral assets held by consolidated securitpatehicles.

Fair value adjustment on investment in CT Legacet

We have elected the fair value option of accountimgCT Legacy REITS investment in CT Legacy Asset, pursua
which we record this investment at fair value ratiran at our historical cost investment amountiithe first nin
months of 2012, we recognized $19.6 million of falue adjustments on our investment in CT Legasged Se
Note 6 to our consolidated financial statementsfdiother discussion. We recorded no such fair valdjgistments i
2011.

Gain on deconsolidation of subsidiary

During the first quarter of 2012, we recognizedaingof $146.4 million on the deconsolidation of C&gacy Asse
which was primarily the result of a reversal of iIes to GAAP equity resulting from losses previguglcorded i
excess of our economic interests in securitizatielmcles which were consolidated by CT Legacy AsSet Note 6
our consolidated financial statements for additiatiscussion. We recorded no such gains in 2011.

Income from equity investments in unconsolidatédisiaries

The income from equity investments during the fiiste months of 2012 of $1.3 million was comprisgdncome
from our co-investments in CTOPI and CT High GrddeCTOPI's income was largely the result of fair ve
adjustments on its investment portfolio, the red¢tgm of income on investments purchased at a distand incom
from operations. CT High Grade dI'income was the result of positive fair value atfjients on its investme
portfolio
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Similarly, income from equity investments during thine months ended September 30, 2011 of $2.lomilas
largely the result of investment income and failueaadjustments on the CTOPI portfolio. We did hatre a co-
investment in CT High Grade Il in 2011.

Income tax provisio

During the first nine months of 2012, we recordedimcome tax provision of $1.8 million comprised @f ar
estimated income tax liability of $3.1 million afitaxable REIT subsidiary, CTIMCO, and (ii) a $48J0 estimate
alternative minimum tax liability at Capital Trusic., offset by a $1.8 million nocash income tax benefit due tc
increase in the deferred tax asset of CTIMCO.

During the nine months ended September 30, 201tew@mded an income tax provision of $1.2 milli@mprised ¢
a $2.3 million current income tax expense, offseal$1.1 million income tax benefit due to an e in the deferr
tax asset of CTIMCO.

Net income attributable to noncontrolling intere

The net income attributable to noncontrolling iet#s recorded during the first nine months of 2aba 201
represents the pro-rata share of CT Legacy REfEt income for the quarter allocable to equitgriests not owned |
us.

Dividends

We did not pay any dividends on our class A comstoek during the first nine months of 2012 or 2011.
Liquidity and Capital Resources

Liquidity

As of September 30, 2012, our primary sourcesaqufidiity include: (i) $38.9 million of cash on dejtoat Capita
Trust, Inc. and CTIMCO; (ii) the class A preferratbck dividends we receive from CT Legacy REIT))
management fees we earn from private equity fundsGDOs we manage; and (iv) fees earned from dpssigicing
assignments. Uses of liquidity include operatingemses; various capital commitments to our manégedks; taxe:
and any dividends necessary to maintain our REATust We have no obligations to provide financigdport to C”
Legacy REIT or our consolidated securitization etdd, and all debt obligations of such entitiesnsmf which ar
consolidated onto our financial statements, aremnegpurse to us. In addition, we have the abilitpltain addition:
liquidity through the issuance of stock, incurren€elebt, or other capital raising activities.

As discussed in Note 1 to our consolidated findrateements, we have entered into an agreemelntaniiaffiliate o
the Blackstone Group L.P. to sell our investmenhagement platform. While the sale would result isignifican
onetime increase to our cash on deposit, we interhjoa $2.00 per share special dividend that willioe our cas
balance to a level that is expected to be suffidemnmeet our neaterm liquidity needs. Moreover, as a result of
transaction we will no longer have access to aifsigimt portion of our current sources of liquidigimost all of whic
presently comes from CTIMCO, our investment manag@nsubsidiary. Conversely, upon the consummatfoine
sale transaction, we will no longer incur any of tiperating expenses related to our investment geamant platforn
which is currently our most significant use of lidjty.

We currently do not have access to liquidity froar portfolio of Interest Earning Assets. CT Leg&®¥IT owns |
substantial portion of our Interest Earning Asstts, proceeds of which will not be distributed t® Cegacy REITS
common shareholders, including us, until the relagpurchase obligation has been repaid. In adglitlee first $11.
million of distributions we receive from CT LegaREIT must be used to repay our secured notes bafgreash floy
is available to us. Accordingly, other than thefened dividends discussed above, we will not neeelistribution
from CT Legacy REIT in the near term. We will, hoxge, receive our proportionate share of the prosegsherate
from the CT Legacy REIT portfolio, subject to repagnt of our secured notes, once CT Legacy REl@verage hi
been repaid.

In addition, as described in Note 7 to our consdéd financial statements, covenant breaches IrCOUEDOs hav
resulted in a redirection of cash flow to amortemnior noteholders, which amounts would otherwiageehbee
available to us. The additional principal amorti@atto senior CT CDO notes are a function of casteived unde
each respective collateral pool, and are only reguio the extent there is cash flow in exceshefibterest expen
otherwise due under each respective vehicle. A@oghd these redirection provisions cannot resalaiicash outflo
from us to our CT CDOs, only a diminution of ligitidavailable to us.
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Cash Flows

Our consolidated statements of cash flows incldde dash inflows and outflows of the consolidatetisgliarie:
described in Note 2 to our consolidated financtatesnents. While this does not impact our net dash, it does
increase certain gross cash flow disclosures.

We experienced a net increase in cash of $4.0amiflor the nine months ended September 30, 20¥8pared to
net increase of $3.8 million for the nine monthdexh September 30, 2011.

Cash provided by operating activities during theeninonths ended September 30, 2012 was $11.6 midammpare
to $19.3 million cash provided during the nine nfenénded September 30, 2011. The decrease wagifyrithee tc
the deconsolidation of CT Legacy Asset on Febrdéry2012.

During the nine months ended September 30, 205D, mavided by investing activities was $126.0 imil] compare
to $1.9 billion provided by investing activities rihg the first nine months ended September 30, 2Uh#& decrea:
was primarily due to significant loan repaymenf\att inside of consolidated securitization vehilia the first nin
months of 2011.

During the nine months ended September 30, 20Eh gsed in financing activities was $133.6 millioompared t
$2.0 billion during the same period in 2011. Théxibase was primarily due to significant repaymefisecuritize
debt obligations of consolidated securitized vedsaduring 2011.

Capitalization

Our authorized capital stock consists of 100,000 $lfares of class A common stock, of which 22,515 ghares we
issued and outstanding as of September 30, 2012,160,000,000 shares of preferred stock, none a€hwitvere
outstanding as of September 30, 2012.

Pursuant to the terms of our prior debt restruntugompleted on March 16, 2009, we issued to JP&uyrlylorgal
Stanley and Citigroup warrants to purchase 3,4729¢@res of our class A common stock at an exepcise of $1.7
per share, the closing bid price on the New YodcEtExchange on March 13, 2009. The warrants beexeeisabl
on March 16, 2012, will expire on March 16, 2018d anay be exercised in a cashless manner.

On November 8, 2012, all of our outstanding wasanere exercised in a cashless manner. See Note @€l
consolidated financial statements for further désoon.

Secured Notes

As of September 30, 2012, we had nmeneurse notes outstanding with a face balance8@& fhillion which ar
secured by 93.5% of our equity interests in theska-1 and class 2-common stock of CT Legacy REIT. The te
of these agreements are described in Note 5 toansgolidated financial statements.

Consolidated Securitization Vehicles

As of September 30, 2012, our consolidated sezatitin vehicles had nomcourse securitized debt obligations wi

total face value of $497.4 million. The terms oésk obligations are described in Note 7 to our @areted financie
statements.
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Contractual Obligations
The following table sets forth information aboutteé of our contractual obligations as of Septem®@ 2012 (i
millions):

Contractual Obligations )

Payments due by perioc

Less than ] More than
Total year 1-3 years 3-5 years 5 years
Parent Leve
Secured note $11 $— $— $11 $—
Equity investment®®) 15 — — — 15
Operating lease obligatiofi® 6 1 2 2 1
Subtotal 32 1 2 13 16
Consolidated Securitization Vehicl
CT CDOs 447 — — — 447
Other securitization vehicles 51 — — — 51
Subtotal 49¢ — — — 49¢€
Total contractual obligations $53( $1 $2 $1z $51¢

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

(2)  The secured notes mature on March 31, 2016. Agpteghber 30, 2012, $8.3 million of principal isstahding; however we will ultimate
pay $11.1 million at maturity

3) CTOP''s investment period expired in September 2012,esptent to which our obligation to fund capital td@PI is limited. Therefor
our entire unfunded commitment is assumed fundexare than five years for purposes of the aboviet

4) In April 2012 we purchased a 0.44% interes€inHigh Grade Il from an existing investor, refeting our initial canvestment in CT Hig
Grade Il. Our cdnvestment represents a $2.9 million total cagitahmitment to CT High Grade I, of which our unfeaidcommitment
$480,000 as of September 30, 2012. As CT High Gladeinvestment period has expired, our entire unfdncemmitment is assum
funded in more than five years for purposes ofatheve table

(5) Asdiscussed in Note 1 to our consolidated findrat@tements, we have entered into an agreementanigffiliate of the Blackstone Grc
L.P. to sell our investment management platformaAssult of this transaction, our operating lessebe assumed, and we will no lon
have any obligation for future lease payments. dilwve table does not reflect this lease assumptidhe sale transaction remains subje
shareholder approve

Off-Balance Sheet Arrangements
We have no off-balance sheet arrangements.

[ll. Non-GAAP Disclosures: Adjusted Balance Sheet

We believe that our adjusted balance sheet provigemingful information to consider, in additionaior consolidate
balance sheet prepared in accordance with GAAR ddijusted measure helps us to evaluate our fialgpasition an
performance without the effects of certain transastand GAAP adjustments that are not necesdadlgative of ou
current investment portfolio, operations, capitaiian, or shareholders’ equity.

We believe that the consolidation of VIEs, in partar the consolidation of namecourse securitization vehicles, w
in accordance with GAAP, has resulted in a presiemtaf gross assets and liabilities, provisiongp@nments, ar
operations being recorded in excess of our econartecests in such entities. Accordingly, our atgdsbalance she
deconsolidates securitization vehicles which aes@nted gross in accordance with GAAP, and shostsad our ca:
investment in these non-recourse entities, adjustetbsses expected or incurred. Due to the remourse nature
these entities, our investment amount cannot tethem zero on a cash basis. We also separately aofinancia
position from that of CT Legacy REIT.

In addition, beginning in the first quarter of 2002 ceased consolidation of CT Legacy Asset, aidiang of CT
Legacy REIT, in our GAAP financial statements amgtéad record a net investment in that pool oftasse liabilitie
on a fair value basis. See Note 7 to our cons@uaifihancial statements for further discussion. sixtent with this fa
value presentation in our consolidated financiateshents, we have adjusted the liabilities we wanddir under ot
secured notes and management incentive awards$ptad on the valuation of CT Legacy REIT as of &aper 3(
2012,
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Our adjusted balance sheet is not an alternatiweilostitute for our consolidated balance sheetgegbin accordan
with GAAP as a measure of our financial positioather, we believe that our adjusted balance skeg iaddition:
measure that is a valuable tool for analyzing ausitess. Our adjusted balance sheet should notebeed as a
alternative measure of shareholdarguity, and we may not prepare our adjusted balaheet in the same manne
other companies that use a similarly titled measure

As a result of the changes in our consolidatednfifed statements following the deconsolidation df G2gacy Asst
described above, we no longer present adjustectipgresults. We no longer review these adjuspetating resul
in monitoring our business, and with their exclusicom our consolidated statement of operationsatdbelieve the
would provide additional meaningful information ab@ur business.

The following table details the transition from aumsolidated balance sheet prepared in accordeitit&SAAP to the
adjusted balance sheets of Capital Trust, Inc.Ghdlegacy REIT, as of September 30, 2012:

Adjusted Balance Sheet as of September 30, 2C

(in thousands, except per share d¢ Adjusted Balance Shee
Consolidated GAAF CT Legacy Capital
Capital Trust, Inc.  Adjustments WR)E) REIT Trust, Inc.
Assets
Cash and cash equivalel $38,86° $— $— $38,86°
Equity investments in unconsolidatsubsidiaries 18,71( (4,539 — 14,17¢
Investment in CT Legacy REI — 53,08¢ — 53,08
Deferred income taxe 3,09¢ — — 3,09¢
Prepaid expenses and other as 2,09¢ 62F — 2,721
Subtotal 62,767 49,17¢ — 111,94:

Assets of Consolidated Entiti
CT Legacy REIT

Restricted cas 16,14t — 16,14t —
Investment in CT Legacy Asset, at fair value 100,10( — 100,10( —
Subtotal 116,24! — 116,24! —
Assets of consolidated securitization vehic 402,18! (402,189 — —
Total/adjusted assets $581,19 ($353,009) $116,24! $111,94.
Liabilities & Shareholders' Equity
Accounts payable, accrued expenses and otheiitiied $17,83: ($727) $— $17,10°
Secured note 8,32¢ 2,73% — 11,05¢
Subtotal 26,16( 2,00¢ — 28,16¢

Non-Recourse Liabilities of Consolidated Entit
CT Legacy REIT

Accounts payable, accrued expenses and otheiitiizdil — 62F 62¢ —

Subtotal — 62t 62t —
Liabilities of consolidated securitization vehic 517,07: (517,07) — —
Total/adjusted liabilities 543,23: (514,440 62F 28,16¢
Total/adjusted equity (24,55¢) 223,95¢ 115,62( 83,77
Noncontrolling interest 62,52¢ (62,52%) — —
Total/adjusted liabilities and shareholders' equity $581,19 ($353,009) $116,24! $111,94.
Capital Trust, Inc. book value/adjusted book valueper share:

Basic ($1.0¢) $3.61

Diluted ($1.06) $3.3¢

(1)  All securitization vehicles have been deconsolidaed reported at our cash investment amount, tadjder current losses relative to
equity investment in each vehicle. Due to the regourse nature of these entities, our investmambat be less than zero on a cash t
See note 7 to our consolidated financial statenfendiscussion of consolidated securitization eéts.

2) Incentive allocations to CTIMCO from our investmenanagement vehicles have been excluded from qustad balance sheet. Th
incentive allocations will only be paid to CTIMC® the future contingent on the ultimate performawicguch vehicles

3) Liabilities under our secured notes and the manageincentive awards, the payments of which arelinto our gross recovery from
Legacy REIT, have been adjusted to reflect whatldvbe paid in a liquidation of CT Legacy REIT bagedits adjusted balance sheet &
September 30, 201
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Quarterly Performance
The following table describes the activity in Capitrust, Inc.5 balance sheet accounts, on an adjusted basisg
the third quarter of 2012:

Comparison of adjusted balance sheet of Capital Trst, Inc: As of September 30, 2012 vs. June 30, 2C
(in thousands

September 3C  June 30,

2012 2012 Change % Change
Assets:
Cash and cash equivalel $38,86° $34,60: $4,26 12.2%
Equity investments in unconsolidated subsidis 14,17¢ 14,31¢ (142 (1.C%)
Investment in CT Legacy REI 53,08t 48,88 4,20z 8.€%
Deferred income taxe 3,09¢ 2,727 367 13.5%
Prepaid expenses and other assets 2,721 2,832 (117 (3.€%)
Total adjusted assets $111,94. $103,36- $8,57¢ 8.2%
Liabilities and Shareholders' Equ
Liabilities:
Accounts payable, accrued expenses and otheritiiet $17,10° $12,54! $4,56: 36.4%
Secured notes 11,05¢ 11,05¢ — —%
Total adjusted liabilitie: 28,16¢ 23,60 4,56% 19.2%
Total Adjusted Shareholders' Equity 83,77% 79,76( 4,017 5.C%
Total adjusted liabilities and shareholders' equity $111,94. $103,36- $8,57¢ 8.2%

Cash and cash equivalents

Cash and cash equivalents increased by $4.3 mdiiwimg the third quarter of 2012. This was prirtyadue to (i) $3.:
million of special servicing fees, (ii) $1.9 miltioof preferred dividend distributions received fr@m Legacy REIT
(iii) $1.7 million of investment management and CB@lateral management fees received from affiiagnd (iv)
distribution of $553,000 from CTOPI. This was offssy payments of $3.4 million of general and adstiwitive
expenses.

Equity investments in unconsolidated subsidis

The decrease of $142,000 was due to a distribatié$53,000 from CTOPI, offset by $411,000 of in@racognize
from our co-investments in CTOPI and CT High Gréde

Investment in CT Legacy RE

The increase of $4.2 million represents our allteabare of the increase in the adjusted equi@ilegacy REIT
CT Legacy REITS equity increased during the period as a result 9.4 million increase in the fair value of
Legacy Asset and $712,000 of net cash collections.

Deferred income taxe

The increase in deferred income taxes was primdtiy to the timing difference between GAAP anditagonnectiol
with the recognition of expenses related to ourl@@acy REIT management incentive awards plan.

Prepaid expenses and other as

The decrease in prepaid expenses and other assefzriwmarily due to the collection of special seirng fees that we
earned and accrued during the second quarterwisoffset by the payment of certain annual instggrremiums.

Accounts payable, accrued expenses and otheritiabi
The increase in accounts payable, accrued expamsesther liabilities was primarily due to (i) taecrual of $1.

million of expenses related to the pending sal®wfinvestment management platform, (ii) $1.8 milliof variou
corporate expense accruals, and (iii) $899,00Cofteed income taxes.
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IV. CT Legacy REIT

As further discussed above, in conjunction with larch 2011 restructuring, we have transferredyaiicant portior
of our legacy portfolio to CT Legacy Asset, a whiadlwned subsidiary of CT Legacy REIT. SubsequeruioMarct
2011 restructuring, the CT Legacy Asset portfoboaived principal repayments of $338.6 million, ethrepaymen
represent approximately 68% of the initial net ba@iue of the portfolio. Proceeds from these repayts hav
primarily been used to repay debt, including ($29.0 million repayment of the mezzanine loan atl@&gacy REIT
and (ii) repayments of $310.5 million of legacy usghase obligations. In the aggregate, 85% of &l dbligations ¢
CT Legacy REIT and its subsidiaries have been degiace our March 2011 restructuring.

In addition, in February 2012, we refinanced CT a®gAsset’s repurchase facility and CT Legacy RElfezzanin
loan with a single, new $124.0 million repurchaaeility with JPMorgan, obtained by its subsidiary Cegacy Asse
The new facility matures in December 2014, andieara rate of LIBOR+6.00% as of September 30, 2@E2iodic
repayment targets must be met under the facilityichvrequire the outstanding balance be reducefili®0.0 millior
by December 31, 2012, $80.0 million by June 30,32GiIhd $40.0 million by December 31, 2013. In additthe
facility’ s interest rate is subject to increase by 0.50%apeum if the outstanding balance of the facilias mot bee
reduced to $60.0 million as of December 31, 2012 0ASeptember 30, 2012, the outstanding baland¢keofacility
was $57.2 million and it was collateralized by thajority of CT Legacy Asset’investment portfolio, including loa
with an aggregate principal balance of $304.3 oiilland securities with an aggregate face balan$&28.4 million.

Note on Forward-Looking Statements

Except for historical information contained herethis quarterly report on Form 10-Q contains fomviaoking
statements within the meaning of the Section 21EhefSecurities Exchange Act of 1934, as amendbithwnvolve
certain risks and uncertainties. Forwérdking statements are included with respect topragnother things, o
current business plan, business and investmenegyraaccess to capital and portfolio managememes@& forward-
looking statements are identified by their use wéhsterms and phrases as “intend,” “goal,” “esti#iatexpect,”
“project,” “projections,” “plans,” “seeks,” “antipates,” “should,” “could,” “may,” “designed to,” tireseeable future,”
“believe,” “scheduled’and similar expressions. Our actual results or auts 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 foraddwoking
statements, whether as a result of new informafidore 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 assessingdaiooking statements contained herein, readers geduto rea
carefully all cautionary statements contained is BEorm 10-Q.
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ITEM 3. Quantitative and Qualitative Disclosures about Marlet 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. Interestome and interest expense are subject to theofiskterest rat
fluctuations. In certain instances, to mitigate ifmpact of fluctuations in interest rates, we usteriest rate swaps
effectively convert floating rate liabilities toxgd rate liabilities for proper matching with fixedte assets. Ea
derivative used as a hedge is matched with a iliabilith which it is expected to have a high coaten. The swa
agreements are generally heldrt@turity and we do not use interest rate derivativancial instruments for tradil
purposes. The differential to be paid or receivedh@se agreements is recognized as an adjustmertetest expen
and is recognized on the accrual basis.

As of September 30, 2012, a 100 basis point changéBOR would impact our net income (loss) by appmately
$429,000.

Credit Risk

Our loans and investments, including our fund itwests, are also subject to credit risk. The ulten@erformanc
and value of our loans and investments depends thmoowners'ability to operate the properties that serve a:
collateral so that they produce cash flows adeqtafmay interest and principal due to us. To mantds risk, ou
asset management team continuously reviews oustimant portfolio and in certain instances is instant contau
with our borrowers, monitoring performance of tiiflateral and enforcing our rights as necessary.

The following table provides information about dimancial instruments that are sensitive to charigésterest rate
as of September 30, 2012, including instrumentsoimsolidated securitization vehicles. For finaneissets and de
obligations, the table presents face balance arightesl average interest rates. For interest ratpswthe tab
presents notional amounts and weighted averagd fiay and floating receive interest rates. Thesmmal amount
are used to calculate the contractual cash flovietexchanged under each contract.

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

Capital Trust, Inc. Debt Obligations:

Secured Note

Fixed rate dek $8,32¢
Interest rat(t) 8.19%
Floating rate det $—

Interest rat(®) —

Assets of Consolidated Securitization Vehicle:

Securities Loans Receivabl Total
Fixed rate asse $227,85! $48,73: $276,58|
Interest rat() 6.03% 7.53% 6.30%
Floating rate asse $8,53¢ $244,09 $252,63:
Interest rat() 1.61% 3.70% 3.63%

Non-Recourse Debt Obligations of Consolidated Securitiion Vehicles:

CT CDOs Other Vehicles Total
Fixed rate dek $14,01: $— $14,01:
Interest rat() 6.83% —% 6.83%
Floating rate del $432,86! $50,55: $483,41:
Interest rat(®) 0.87% 1.06% 0.89%

Derivative Financial Instruments of Consolidated Seuritization Vehicles:

Notional amount $273,71.
Fixed pay rat® 5.01%
Floating receive ra®® 0.21%

(1) Represents weighted average rates where applidaloleting rates are based on LIBOR of 0.21%, whiclhe rate as
September 30, 201
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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 Actdp,of the end of ti
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, oureCiixecutiv
Officer and Chief Financial Officer have concludint our disclosure controls and procedures (a)effiective tc
ensure that information required to be discloseddin reports filed or submitted under the ExcleaAgt is recorde:
processed, summarized and reported within the fiet®ds specified by Securities and Exchange Cosianisrule:
and forms and (b) include, without limitation, cai$ and procedures designed to ensure that intomeequired t
be disclosed by us in reports filed or submittedamthe Exchange Act is accumulated and commumictteou
management, including our Chief Executive Officerd aChief Financial Officer, as appropriate to alldmely
decisions regarding required disclosure.

Changes in Internal Controls over Financial Reportng

There have been no significant changes in our tfiralecontrol over financial reporting” (as definedRule 13a15(f)
of the Exchange Act) that occurred during the mkdovered by this quarterly report that have maligraffected, ¢
are reasonably likely to materially affect, ourimtal control over financial reporting.
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PART II. OTHER INFORMATION

Legal Proceedings
We prevailed on our motion and were dismissed fthenpreviously disclosed lawsuit commencec
Philips International Investments, LLC.

On October 5, 2012, Landesbank Badgnrttemberg, as plaintiff, commenced a lawsuit ialdvare
Chancery Court against Walton Seattle Mezz Holdg8, L.L.C. and our whollyewned subsidiary
CT Investment Management Co., LLC, solely in itpawty as the special servicer of a loan undel
Amended and Restated Participation and Servicingeémgent, dated October 23, 2007. On Octobe
2011, Walton Seattle Mezz Holdings Bl- L.L.C., as controlling holder of the loan, apmeid CT
Investment Management Co., LLC as the special senof the loan which is held by a securitizat
vehicle. Plaintiff seeks (i) declaratory judgmehatt the Walton defendant should be disqualifieanf
exercising any control rights with respect to trefadited mortgage loan pursuant to the terms o
Amended and Restated Participation and Servicingedmgent and (ii) an injunction enjoining (
Investment Management Co., LLC from acting upon dingction of the Walton defendant without
consent of the plaintiff. Our motion to dismisgigrently pending before the court.

Risk Factors

The following risk factors amend the risk factorsntained in our Form 18- for the year ende
December 31, 2011, or our 2011 FormKLOOther than risk factors added below, there hia@en nc
material changes to the risk factors previouslgldsed in our 2011 Form 10-K.

In addition to the other information discussedhis tquarterly report on Form 1Q; please consider tl
risk factors provided below and in our updated fesétors attached as Exhibit 99.1 hereto, whichdct
materially affect our business, financial conditmnfuture results. Additional risks and uncert&istnot
currently known to us or that we deem to be imniatenay adversely affect our business, finan
condition, or operating results.

If we invest in certain “swaps”failure to obtain and maintain an exemption from by regulated as ¢
commodity pool operator could subject us to additb regulation and compliance requirements whit
could materially adversely affect our business dinthancial condition.

Recently adopted regulations implementing the DBodaik Act of 2010 establish a comprehensive
regulatory framework for derivative contracts conmiyoreferred to as “swapsUnder these recent
adopted rules, among other things, a private fundtleer vehicle that trades in certain swaps, ag
interest rate swaps, may be considered a “commaubtyl,” which would cause its manager to
regulated as “commodity pool operator” or “CPQ@T Legacy REIT and certain of our CT CDOs
party to interest rate swaps as a hedge agairsircarterest rate risk which may render them cormfitiyc
pools even though the entry into the swaps wasised for trading purposes. Under the new regulst
unless an exemption is available, a CPO must egisith the U.S. Commodity Futures Trad
Commission, or CFTC, and become a member of thehi&tFutures Association, or NFA, by the enc
2012, which will require compliance with NF&\tules, and render such CPO subject to regulatjane
CFTC, including with respect to disclosure, repugtirecordkeeping and business conduct. The C
staff has recently issued an interpretative letitet excludes from the definition of commodity ps
certain securitization vehicles, such as our CT GDat satisfy the criteria set forth in the let@T
Legacy REIT currently qualifies for a de minimiseexption from such registration contained in CF
regulations. If the securitization related intetpteve relief is rescinded or CT Legacy REIT noder
satisfies the de minimis exemption, CTIMCO would Heguired to register as a CPO and becor
member of the NFA and, as a result, would be sulffeaegulation by the CFTC with respect
disclosure, reporting, recordkeeping and businessuct.

If we resume our balance sheet investment actiaity] use interest rate swaps in connection witt
balance sheet investments and related borrowinganay be considered a commodity pool. We wi
not use such swaps for the purpose of trading mneodity interests, and we would not consider
company or its operations to be a commodity podbagshich CPO regulation or compliance is requi
We would submit a naction letter request to the CFTC seeking exempwlief for our directors fror
CPO registration under these new rules. There eambassurance that any such relief will be grarite
exemptive relief is granted, we may be restricte@perating within certain parameters discusseithé
no-action letter we submitted to the CFTC.
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The CFTC has substantial enforcement power withbagisto violations of the laws over which it t
jurisdiction, including their anti-fraud and amtianipulation provisions. Among other things, CFT@y
suspend or revoke the registration of a person fait®to comply, prohibit such a person from tragor
doing business with registered entities, imposé sioney penalties, require restitution and seakdiol
imprisonment for criminal violations. Additionallyg private right of action exists against those
violate the laws over which CFTC has jurisdictianao willfully aid, abet, counsel, induce or proewa
violation of those laws. In the event we fail teeave exemptive relief from the CFTC on this matrd
our directors fail to comply with the regulatorygrerements of these new rules, we may be subje
significant fines, penalties and other civil or gavmental actions or proceedings, any of which &
have a materially adverse effect on our busin@santial condition and results of operations.

Capital Trust, Inc. and its shareholders are expdséo several risks relating to the Transactio
contemplated by the Purchase Agreement with the d¢haser, an affiliate of The Blackstone Grou
L.P., or Blackstone, including the following:

« The market price of our Common Stock may declina eesult of the Transactions.

« We will become externally managed and advised ssltref the Transactions and will no lon
have employees to manage our-to-day activities

« Blackstone will have the ability to influence oufairs and the outcome of matters submitted
vote of shareholder

« In the event we experience an “ownership charfge”’purposes of Section 382 of the Inte
Revenue Code of 1986, as amended, our ability itzeubur net operating losses and net ca
losses against future taxable income will be lichit@creasing our dividend distribution requiren
for which we may not have sufficient cash flc

« We have agreed to exempt the Purchaser, Blackstiodetheir respective affiliates from cert
statutory antitakeover protectiot

» Shares eligible for sale in the near future mayseaihe market price for our Common Stoc
decline.

o Our shareholders will not have the right to apacf their investment in our Common Stocl
connection with the Transactior

« The amendments to our charter reflected in the t€hamendment Proposal contain provisions
reduce or eliminate duties of Blackstone and oreatiors with respect to corporate opportunities
competitive activities

« The personnel of the New CT Manager, as our extenaamager, will not be required to dedica
specific portion of their time to the managementwof business

« The New CT Manager manages our portfolio pursuamnery broad investment guidelines and
board of directors will not approve each investnaetision made by the New CT Manager, w
may result in our making riskier investments withieh you may not agree and which could ci
our operating results and the value of our Comntoeksto decline

« The New CT Manages fee structure may not create proper incentivesiay induce the New (
Manager and its affiliates to make certain invesitseincluding speculative investments, wl
increase the risk of our investment portfo

« We may compete with existing and future private patllic investment vehicles established ar
managed by Blackstone or its affiliates, which rnpagsent various conflicts of interest that res
our ability to pursue certain investment opportiesitor take other actions that are beneficial t
business and result in decisions that are notarb#st interests of our stockholde
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« Termination of the New Management Agreement woeadstly.

« The New CT Manager maintains a contractual as aapés a fiduciary relationship with us. 1
New CT Manage's liability is limited under the New Management Agment and we have agree
indemnify the New CT Manager against certain litibs.

Each of the risks mentioned above is describedeiaildin the definitive proxy statement filed un
Schedule 14A with the SEC on November 9, 2012, utitee heading “RISK FACTORS Risk Factor
Related to the TransactionsThe Schedule 14A is filed as exhibit 99.2 and ipooated herein
reference.

Unregistered Sales of Equity Securities and Use Bfoceeds
None.

Defaults Upon Senior Securitie:
None.

Mine Safety Disclosures
None.

Other Information
None.
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1934, as amended (the “Exchange Aatt) otherwise subject to the liability of that Secti Sucl
exhibit shall not be deemed incorporated into aliygf under the Securities Act of 1933, as amel
(the“Securities Ac"), or the Exchange Ac

2.1 Purchase and Sale Agreement, dated as of Sept&#p@012, by and between Capital Tr
Inc. and Huskies Acquisition LLC (filed as Exhilitl to Capital Trust, Incs’Current Report ¢
Form &K (File No. 1-14788) filed on October 3, 2012 and incorporategineby reference’
3.1a Charter of Capital Trust, Inc. (filed ashibit 3.1.a to Capital Trust, Ins.’Current Report ¢
Form ¢-K (File No. 1-14788) filed on April 2, 2003 and incorporated letgy reference)
3.1b Certificate of Notice (filed as Exhibit 3t Capital Trust, Inc.’s Current Report on ForrK 8-
(File No. 1-14788) filed on February 27, 2007 and incorpordieetin by reference
3.2a Second Amended and Restated 8ys of Capital Trust, Inc. (filed as Exhibit 3.2 Capita
Trust, Inc.’s Current Report on Form 8-K (File Ne14788) filed on February 27, 2007 i
incorporated herein by referenc
3.2b First Amendment to the Second Amended aestaRed By-aws of Capital Trust, Inc. (filed
Exhibit 3.1 to Capital Trust, Inc.’s Current Report Form 8-K (File No. 1:4788) filed on Jul
26, 2011 and incorporated herein by referer
3.2c Second Amendment to Second Amended and RestatedvByf Capital Trust, Inc. (filed
Exhibit 3.1 to Capital Trust, Inc.’s Current Report Form 8-K (File No. 1t4788) filed ol
October 3, 2012 and incorporated herein by refere
10.1 Letter Agreement, dated September 27, 2012, betwWéeR. Berkley Corporation and Cap
Trust, Inc. (filed as Exhibit 10.3 to Capital Truktc.’s Current Report on Form 8-K (File No.
14788) filed on October 3, 2012 and incorporate@ineby reference’
. 31.1 Certification of Stephen D. Plavin, Chief Executi®@€ficer, as adopted pursuant to Section
of the Sarban«Oxley Act of 2002
. 31.2 Certification of Geoffrey G. Jervis, Chief Finarlc@afficer, as adopted pursuant to Section
of the Sarban«Oxley Act of 2002
+ 32.1 Certification of Stephen D. Plavin, Chief Execut®#icer, pursuant to 18 U.S.C. Section 1.
as adopted pursuant to Section 906 of the Sar-Oxley Act of 2002
+ 32.2 Certification of Geoffrey G. Jervis, Chief Finarlc@fficer, pursuant to 18 U.S.C. Section 1:
as adopted pursuant to Section 906 of the Sar-Oxley Act of 2002
. 99.1 Updated Risk Factors from Capital Trust,’th&nnual Report on Form 1R-for the year ende
December 31, 2011, filed on February 14, 2012 whiéhSecurities and Exchange Commiss
99.2 Capital Trust, Inc. Schedule 14A containing DefugtProxy Statement, dated November
2012 (as filed on November 9, 2012 and incorporagzéin by reference
O 101.INS XBRL Instance Document
O 101.SCH  XBRL Taxonomy Extension Schema Document
O 101.CAL  XBRL Taxonomy Extension Calculation LinideaDocument
O 101.LAB  XBRL Taxonomy Extension Label Linkbase Dowent
O 101.PRE  XBRL Taxonomy Extension Presentation LagdbDocument
O 101.DEF  XBRL Taxonomy Extension Definition LinkleaBocument
. Filed herewith
+ This exhibit shall not be deemed “filefit purposes of Section 18 of the Securities Exgkafict o
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Attached as Exhibit 101 to this Quarterly ReportFammm 10€) are the following materials, format
in XBRL (Extensible Business Reporting Languagg)the Consolidated Balance Sheets at Septe
30, 2012 and December 31, 2011; (ii) the Consdaidi&tatements of Operations for the three anc
months ended September 30, 2012 and 2011; (iii)Gbesolidated Statements of Compreher
Income (Loss) for the three and nine months enagde®nber 30, 2012 and 2011; (iv) the Consolic
Statements of Changes in Equity (Deficit) for tleenmonths ended September 30, 2012 and 201
the Consolidated Statements of Cash Flows for the months ended September 30, 2012 and
and (vi) Notes to Consolidated Financial Stateme

Pursuant to Rule 406T of Regulation S-T, thieractive data file is deemed not “filedt part of i
registration statement or prospectus for purpo$&eotions 11 or 12 of the Securities Act, is ded
not “filed” for purposes of Section 18 of the Exchange Act, atimbrwise is not subject to liabil
under these sectior
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Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causidréport t
be signed on its behalf by the undersigned thecedulty authorized.

November 14, 201
Date

November 14, 201
Date

CAPITAL TRUST, INC.

By:/s/ Stephen D. Plavin

Stephen D. Plavi
Chief Executive Officer
(Principal executive officel

By:/s/ Geoffrey G. Jervis

Geoffrey G. Jervi:

Chief Financial Officer
(Principal financial officer and
Principal accounting officel
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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 ,madight 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 rep
fairly present in all material respects the finahaondition, results of operations and cash flaighe
registrant as of, and for, the periods presentehdigreport;

The registrarg’ other certifying officer and | are responsibleé &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 Actd&aul 3-15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and proceduresawsed such disclosure controls and procedu
be designed under our supervision, to ensure thgmal 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 supervisiompréwide reasonable assurance regarding the ré
of financial reporting and the preparation of finah statements for external purposes in accordauitty
generally accepted accounting princip!

(c) Evaluated the effectiveness of the regigtsadisclosure controls and procedures and presemtéds
report our conclusions about the effectivenesiefdisclosure controls and procedures, as of tteot
the period covered by this report based on sucluatian; anc

(d) Disclosed in this report any change in the regmainternal control over financial reporting 1
occurred during the registrant's most recent figcarter (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 registrard’ other certifying officer and | have disclosedsdxon our most recent evaluation of inte
control over financial reporting, to the registrardauditors and the audit committee of registraitbard ¢
directors (or persons performing the equivalentfioms):

(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 informataod

(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: November 14, 2012

/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.

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 ,madight 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 rep
fairly present in all material respects the finahaondition, results of operations and cash flaighe
registrant as of, and for, the periods presentehdigreport;

The registrarg’ other certifying officer and | are responsibleé &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 Actd&aul 3-15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and proceduresawsed such disclosure controls and procedu
be designed under our supervision, to ensure thgmal 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 supervisiompréwide reasonable assurance regarding the ré
of financial reporting and the preparation of finah statements for external purposes in accordauitty
generally accepted accounting princip!

(c) Evaluated the effectiveness of the regigtsadisclosure controls and procedures and presemtéds
report our conclusions about the effectivenesiefdisclosure controls and procedures, as of tteot
the period covered by this report based on sucluatian; anc

(d) Disclosed in this report any change in the regmainternal control over financial reporting 1
occurred during the registrant's most recent figcarter (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 registrard’ other certifying officer and | have disclosedsdxon our most recent evaluation of inte
control over financial reporting, to the registrardauditors and the audit committee of registraitbard ¢
directors (or persons performing the equivalentfioms):

(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 informataod

(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: November 14, 2012

/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 Capitaust, Inc. (the “_ Company) on Form 10Q for the perio
ended September 30, 2012 as filed with the Seesrr@dhd Exchange Commission on the date hereof (@epor
"), |, Stephen D. Plavin, Chief Executive Officer oét@ompany, certify, pursuant to 18 U.S.C. Sectig8b0] a
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 Exchi
Act of 1934; anc

2.  The information contained in the Report fairly gets, in all material respects, the financial ctod
and results of operations of the Compe

/sl Stephen D. Plavin
Stephen D. Plavin
Chief Executive Officer
November 14, 2012

This certification accompanies each Report purstm&ection 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 Exchargef1934, as amended.

A signed original of this written statement reqdifey Section 906 has been provided by the Compadall 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 Capitaust, Inc. (the “_ Company) on Form 10Q for the perio
ended September 30, 2012 as filed with the Seesrr@dhd Exchange Commission on the date hereof (@epor
"), |, Geoffrey G. Jervis, Chief Financial Officer dfet Company, certify, pursuant to 18 U.S.C. SectidB0, a
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 mets, in all material respects, the financial ctod
and results of operations of the Compe

sl Geoffrey G. Jervis
Geoffrey G. Jervis
Chief Financial Officer
November 14, 2012

This certification accompanies each Report purstm&ection 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 Exchargef1934, as amended.

A signed original of this written statement reqdifey Section 906 has been provided by the Compadall 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 realkstate. Our efforts to stabilize our business wiitle restructuring
of our debt obligations may not be successful asr aovestment portfolio is subject to the risk of riiner
deterioration and ongoing turmoil in the financiainarkets.

Our portfolio is comprised of debt and related lies¢s, directly or indirectly secured by commercedl estate. /
significant portion of these investments are inosdinate positions, increasing the risk profilecair investments &
underlying property performance deteriorates. Farrttore, our portfolio is leveraged, effectivelythar increasin
our exposure to loss on our investments. The refamatcial market turmoil and economic recessios tesulted in .
material deterioration in the value of commercedlirestate and dramatically reduced the amounaitat to finance
the commercial real estate industry (both at thip@rty and corporate level). Given the compositiband leverage i
our portfolio and the continuing negative impactted commercial real estate market turmoil, thiesresssociated wit
our business have dramatically increased. Even euthMarch 2009 and March 2011 debt restructurimgsmay no
be able to satisfy our obligations to our lend@ise impact of the economic recession on the comalamal estat
sector in general, and our portfolio in particutzannot be predicted and we expect to experienpgfisant default:
by borrowers and other impairments to our investsiefhese events may trigger defaults under otruetsred deb
obligations that may result in the exercise of réimg that may cause severe (and potentially comjplesses il
the book value of our investments. Therefore, aedtment in our class A common stock is subjeet lhigh degree ¢
risk.

We may decide to recapitalize our business in orttiecommence balance sheet investment activity #md may
involve a high cost of capital and significant difion to our shareholders.

In order to commence balance sheet investmentityctive will need to obtain substantial additiowapital for whick
we can provide no assurances. The capital markets hot completely recovered from the financiasisrand even |
we can access the capital markets, any new capétahise may be at a high cost and/or involve &gt dilution to
our shareholders.

The U.S. and other financial markets have been urmoil, and the U.S. and other economies in whiclewnvest are
in the midst of a weak recovery from the recent ey recession that can be expected to negativelgaich our
operations.

The U.S. and other financial markets have beenreqeng extreme dislocations and a severe comvraat available
liquidity globally as important segments of theditenarkets are frozen as lenders are unwillingrmable to originat
new credit. Global financial markets have beenugised by, among other things, volatility in secuyirices, credi
rating downgrades, sovereign debt default conceunrsency devaluation, and the failure and neduraiof a numbe
of large financial institutions and declining vdioas, and this disruption has been acute in rei@te related market
This disruption has led to a decline in businesd aonsumer confidence and increased unemploymeshthas
precipitated a severe economic recession aroundldie where recoveries have been weak and malyenstistainec
As a consequence, owners and operators of comrhemzl estate that secure or back our investmeaise
experienced distress and commercial real estatesdiave 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, forancondition 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 signififlactuations and cycles in performance that nesult in reduction
in the value of our real estate related investmehite performance and value of our loans and invests onci
originated or acquired by us depends upon mangfadeyond our control. The ultimate performanag \zadue of ou
investments is subject to the varying degreessiif generally incident to the ownership and openatibthe propertie
which collateralize or support our investments. Thémate performance and value of our loans angstment:
depends upon, in large part, the commercial prgpeviner's ability to operate the property so that it prask
sufficient cash flows necessary either to pay therést and principal due to us on our loans awesiments or pay t
as an equity advisor.

Revenues and cash flows may be adversely affegted b
« 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 recent turmoil lve financial markets, including the lack of avaiéabeb
financing for commercial real esta

« tenant bankruptcies;

« competition from other properties offering the samnsimilar services;

» changes in interest rates and in the state ofébeahd equity capital markets;

« the ongoing need for capital improvements, pardidulin older building structures;

« changes in real estate tax rates and other opgrmetipenses;

« adverse changes in governmental rules and fisdaig® civil unrest, acts of God, including eantlagges
hurricanes and other natural disasters, and actsaobr terrorism, which may decrease the avaitghif or
increase the cost of insurance or result in unetslosses

- adverse changes in zoning laws;

« the impact of present or future environmental llegisn and compliance with environmental laws;

« the impact of lawsuits which could cause us to lirggnificant legal expenses and divert manageradintie
and attention from our d-to-day operations; an

« other factors that are beyond our control and trerol of the commercial property owners.

In the event that any of the properties underlyangcollateralizing our loans or investments experés any of th
foregoing events or occurrences, the value of,rahdn on, such investments, our profitability @he market price ¢
our class A common stock would be negatively impa.ct

A prolonged economic slowdown, a lengthy or sevegeession characterized by a weak recovery, a cufitig
credit crisis, or declining real estate values cdliarm our operations or may adversely affect oiguidity.

We believe the risks associated with our businessrere severe during periods of economic slowdowrecessiol
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 comahexctivity of
businesses unable to finance their operationsqsresl has led to a weakening of general econowmditions anc
precipitated declines in real estate values, arsdotizerwise exacerbated troubled borrowatslity to repay loans i
our portfolio or backing our CMBS investments. Weevé made loans to hotels, an industry whose pedioca ha
been severely impacted by the recent recession.




Declining real estate values would likely reduce el of new mortgage loan originations, sincerdwers often us
increases in the value of their existing properteesupport the purchase of or investment in aolditi properties
which in turn could lead to fewer opportunities fmrr investment. Borrowers may also be less ableatoprincipa
and interest on our loans as the real estate egporontinues to weaken. Continued weakened econooniditions
could negatively affect occupancy levels and remgaés in the markets in which the collateral suppo our
investments are located, which, in turn, may haweaterial adverse impact on our cash flows andadjey results o
our borrowers. Further, declining real estate \allige those occurring in the commercial real estaécto
significantly increase the likelihood that we willcur losses on our loans in the event of defagdiaoise the value
our collateral may be insufficient to cover our ibag1 the loan. Any sustained period of increasegynpent
delinquencies, foreclosures or losses could adlyeadfect both our net interest income from loanur portfolio as
well as our ability to operate our investment mamagnt business, which would significantly harm oewvenues
results of operations, financial condition, liquydibusiness prospects and our share price.

We are exposed to the risks involved with makindgpsrdinated investments.

Our subordinated investments involve the risksnai@t to investments consisting of subordinateddaand simila
positions. Subordinate positions incur losses lgefilie 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 expeei@ppraisal reductions, we may lose our comigltiass status
special servicer designation rights. In many casemagement of our investments and our remedids regpec
thereto, including the ability to foreclose on danedt decisions with respect to the collateral siagusuch 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 tpuless and litigatior

We are subject to counterparty risk associated witlr debt obligations and interest rate swaps.

Our counterparties for these critical financial at@nships include both domestic and internatiofiaaincial
institutions. Many of them have been severely ingddy the credit market turmoil and have been e&peing
financial pressures. In some cases, our count@pdrave filed for bankruptcy, leading to finandadses for us.

We may guarantee many of our debt and contingenligdtions.

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 arskeurec
indebtedness. The ngerformance of such obligations may cause lossas to excess of the capital we initially rr
have invested or committed under such obligatiar 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, structy consummate
leverage, manage and realize returns on attractinmeestments.

Our operating results are dependent upon the diléifaof, as well as our ability to identify, strture, consummat
leverage, manage and realize returns on, credditseninvestment opportunities for our managediclek and ou
balance sheet assuming we are able to resume balhget investment activity. In general, the abdita of desirable
investment opportunities and, consequently, ouariad 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 seresifiwestment opportunities and the supply of chfda such
investment opportunities. We cannot make any assasthat we will be successful in identifying aethsummatin
investments which satisfy our rate of return oliyes or that such investments, once consummatddperform as
anticipated. In addition, if we are not succesgfuinvesting for our investment management vehjcles potentia
revenues we earn from management fees aridvestment returns will be reduced. We may expegdifecant time
and resources in identifying and pursuing targatgdstments, 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 aeckpihd 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 darget
investments. Many of our competitors have gredtential resources and lower costs of capital tvando, whicl
provides them with greater operating flexibilitydaa competitive advantage relative to us.

Our loans and investments may be subject to fludtaas in interest rates which may not be adequatpiptected, o
protected at all, by our hedging strategit

Our investments include loans with both floatintenest rates and fixed interest rates. Floating iratestments eal
interest at rates that adjust from time to timgitslly monthly) based upon an index (typically anenth LIBOR).
These floating rate loans are insulated from chamgealue specifically due to changes in interasts; however, th
coupons they earn fluctuate based upon interess (@gain, typically one month LIBOR) and, in alohéeg and/or
low interest rate environment, these loans willnebower rates of interest and this will impact opperating
performance. Fixed interest rate investments, hewelo not have adjusting interest rates and, egaping interes
rates change, the relative value of the fixed ¢ksis from these investments will cause potentialfynificant change
in value. We may employ various hedging stratetpdimit the effects of changes in interest rat@sd(in some casi
credit spreads), including engaging in interest mawaps, caps, floors and other interest rate atérées products. W
believe that no strategy can completely insulat®rusur investment management vehicles from thesrassociate
with interest rate changes and there is a risktti&t may provide no protection at all and potdiytieompound the
impact of changes in interest rates. Hedging tretisss involve certain additional risks such asrdetparty risk, th
legal enforceability of hedging contracts, the yagpayment of hedged transactions and the rigkutianticipated an
significant changes in interest rates may causgrafisant loss of basis in the contract and a dgim current perio
expense. We cannot make assurances that we wibleto enter into hedging transactions or thah suedging
transactions will adequately protect us or our streent management vehicles against the foregaosig.ri

Accounting for derivatives under GAAP is extremelymplicated. Any failure by us to account for owridatives
properly in accordance with GAAP on our consolidafimancial statements could adversely affect amiags. Ir
particular, cash flow hedges which are not perjectirrelated (and appropriately designated andémuchented a
such) with a variable rate financing will impactraeported income as gains and losses on the aieféeportion of
such hedges.

Our use of leverage may create a mismatch with thueation and index of the investments that we anedncing.

We attempt to structure our leverage to minimize difference between the term of our investmentstha leverag
we use to finance each investment. We have restedttand eliminated our recourse debt obligatibisyever, ther
can be no assurances that our restructuring wélblenthe successful collection of our assets. Ties of a duratiol
mismatch are further magnified by the trends weeaggeriencing in our portfolio which results fromtending loan:
made to our borrowers in order to maximize thelillamd and magnitude of our recovery on our assetgs trenc
effectively extends the duration of our investmentsile our liabilities have set maturity dates.




Our loans and investments are illiquid, which witbnstrain our ability to vary our portfolio of invements.

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 managemertisles’ portfolios
of investments in response to changes in econondther conditions. llliquidity may result frometlabsence of i
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 asssrémat the fa
market value of any of the real property servingsasurity will not decrease in the future, leaviogr or ou
investment management vehicles’ investments undiateralized or not collateralized at all, whichuld impair th
liquidity and value, as well as our return on sirolestments.

We may not have control over certain of our loansdhinvestments.

Our ability to manage our portfolio of loans anddstments may be limited by the form in which tlzeg made. |
certain situations, we or our investment managemeiitcles may:

« acquire investments subject to rights of seniorss#a and servicers under inteeditor or servicin
agreements

« acquire only a minority and/or a non-controllingtm@pation in an underlying investment;

« co-invest with third-parties through partnershipsnt ventures or other entities, thereby acquirimgn-
controlling interests; ¢

« rely on independent third-party management oregiatpartners with respect to the management afaet.

Therefore, we may not be able to exercise contrel the loan or investment. Such financial assetg imvolve risk
not present in investments where senior crediggsyicers or thirggarty controlling investors are not involved. |
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. Adtbarty partner or ceenturer may have financial difficulti
resulting in a negative impact on such asset, naa leconomic or business interests or goals whiehingonsistel
with ours and those of our investment managemeicles, or may be in a position to take action camtto our o
our investment management vehicleslestment objectives. In addition, we and our stireent management vehic
may, in certain circumstances, be liable for thigoas of our third-party partners or co-venturers.

Developments with our CDO financings have negativehpacted our cash flown

The terms of CDOs generally provide that the ppatamount of investments must exceed the prindipknce of th
related bonds by a certain amount and that intémestme must exceed interest expense by a cedtilm Certain ¢
our CT CDOs provide that, if defaults, losses,aiing agency downgrades cause a decline in calavaiue 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 returnecotopliance. We have breached these tests andfloashas bee
redirected for all three of our consolidated CT GDQnce breached there is no certainty about whehtle casl
flow redirection will remedy the test&ilure or that cash flow will be restored to oubsrdinated classes. Other t
collateral management fees, we currently do notiveccash payments from any of consolidated CDOs¢lwha:
caused a material deterioration in our cash floailable for operations, debt service, debt repaysmemd unfunde
commitments to our investment management vehicles.




We may be required to repurchase loans that we hswolel or to indemnify holders of our CDOs.

If any of the loans we originate or acquire, antl se securitize, through our CT CDOs do not compijth
representations and warranties that we make aleotatic characteristics of the loans, the borrovaers the underlyin
properties, we may be required to repurchase tloases or replace them with substitute loans. Intadd 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 ashemaffect our financial condition and operatiegults.

The commercial mortgage and mezzanine loans we iodte or acquire and the commercial mortgage lozc
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 tosriek
delinquency and foreclosure, and risks of loss #ratgreater than similar risks associated witmdomade on th
security of single-family residential property. Taleility 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 borrowehelfnet 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, profoedgion anc
condition, competition from comparable types ofpeudies, changes in laws that increase operatipgreses or limi
rents that may be charged, any need to addressoeméntal contamination at the property, changesaitional,
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 estateates and othe
operating expenses, and changes in governmentas, rokgulations and fiscal policies, including eormenta
legislation, acts of God, terrorism, social unrastl civil disturbances. In addition, we are exposedhe risk of
judicial proceedings with our borrowers, includibgnkruptcy or other litigation, as a strategy toidoreclosure o
enforcement of other rights by us as a lender.

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 jusexurity 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 tvlve invest (and i
some cases we may be invested in the jumiost classes of securitizations), we may not be &btecover 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 declimel,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 calide 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 econdminturns 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 mortdeayskec
securities may be impaired, as has occurred thmutgthe recent economic recession and weak recolerguch
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 secustie

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 andBSMWe may be forced to sell assets in order ta neegiired deb
reduction levels. If the market for real estatenand CMBS is disrupted or dislocated, this maydifigcult or
impossible, causing further losses or events cudef




The impact of the events of September 11, 2001 #redeffect thereon on terrorism insurance exposetoscertain
risks.

The terrorist attacks on September 11, 2001 disecupte U.S. financial markets, including the restlate capits
markets, and negatively impacted the U.S. econongeneral. Any future terrorist attacks, the aptition 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 ecgngenerally. We cannot predict the severity of éffect that sucl
future events would have on the U.S. financial mtgkthe economy or our business.

In addition, the events of September 11, 2001 etksignificant uncertainty regarding the abilityre&l 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 TerranigRisk 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 Reauthorimafiot, 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 ¢he 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 attacksald also adversely affect the credit qualitysome of our loan
and investments. Some of our loans and investneititbe more susceptible to such adverse effeds ththers. Wi
may suffer losses as a result of the adverse imgfaahy future attacks and these losses may adydmpact out
results of operations.

There are increased risks involved with constructitending activities.

We may originate loans for the construction of carmcral and residential use properties. Constructending
generally is considered to involve a higher degréeisk than other types of lending due to a varief factors,
including generally larger loan balances, the ddpany on successful completion of a project, theeddency upo
the successful operation of the project (such asesing satisfactory occupancy and rental ratesydépayment, th
difficulties in estimating construction costs aodrn terms which often do not require full amoriizatof the loan ove
its term and, instead, provide for a balloon payna¢stated maturity.

Some of our investments and investment opportusitiéay 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 stardi GAAP
accounting methodology, regulatory oversight anchgiéance requirements, tax and other regulatiotstae to thes
investments are evolving, and we cannot be cettadt 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 limited the REIT qualification requirements because rsytit
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 Businessad 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 asiisedependel
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 investment management vehicles. @oemt losses and our 2C
and 2011 debt restructurings may have a negatipaéton our reputation.

We may not maintain our special servicer approvalrating.

Our status as an approved special servicer byhtiee tmajor rating agencies, as well as our speericer rating b
these agencies is subject to periodic review ang lImeaimpacted by our overall financial conditiohe toperations ¢
our investment management business, as well as faitters which may be beyond our control. Any r&dhn in our
special servicer rating, or a loss of our statusmspproved special servicer, would impair oulitgbio generate
future special servicing revenues.

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 ordechieve ou
goals as an investment manager, we must:

« manage our investment management vehicles sucligdsjuinvesting 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 profeakistaff to develop and operate the investi
management business; ¢

» structure, sponsor and capitalize future investmentagement vehicles that provide investors wittative
investment opportunitie:

If we do not successfully operate our investmentage@ment business to achieve the investment retiuahsve or the
market anticipates, our operations may be advemsgigcted.

We may expand our investment management busingssdlve other investment classes where we do awé tprior
investment experience. We may find it difficult adtract thirdparty investors without a performance track rec
involving such investments. Even if we attractdkparty capital, there can be no assurance that Wéevsuccessft
in deploying the capital to achieve targeted retuon the investments.

We face substantial competition from establishedtmapants 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 conveetitlvantage over us because they have access-&xigting
third-party investor networks into which they can charomehpeting investment opportunities. If our comjoes offer
investment products that are competitive with patslwffered by us, we will find it more difficulotattract investor
and to capitalize our investment management veicle

Our investment management vehicles are subjecttte tisk of defaults by thirdsarty investors on their capite
commitments.

The capital commitments made by thpdrty investors to our investment management vesiokpresent unsecut
promises by those investors to contribute cashh® ihvestment management vehicles from timém® as
investments are made by the investment manageneéitles. Accordingly, we are subject to generatlitnésks tha
the investors may default on their capital committae If defaults occur, we may not be able to cllmsmns anc
investments we have identified and negotiated okenarotective advances to support existing investm&hich
could materially and adversely affect the investrmaanagement vehiclegivestment program or make us liable
breach of contract, in either case to the detriméour franchise in the private equity market.




CTIMCO ’ s role as collateral manager for our CT CDOs andvestment manager for our funds may expose u:
liabilities to investors.

We are subject to potential liabilities to investass a result of CTIMC@®'role as collateral manager for our CT CL
and our investment management business genenalerving in such roles, we could be subject tardaby 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 thegtments in our investment management businesd oestlt in &
liability due to the current negative conditionsthe commercial real estate market and the inhexanértaintie:
surrounding the course of action that will resutthe best long term results with respect to sumllateral anc
investments. This risk could be increased due ¢odffiliated nature of our roles. If we were foulable for our
actions as collateral manager or investment mareggwe were required to pay significant damagesutocCT CDC
and investment advisory investors, our financialditon 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 ioeafour
investment management vehicles. The investment gesin@nt agreements which govern our relationshipis thiese
vehicles contain “clawbaclrovisions which may require the repayment of inieenfees previously received by 1
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.

We are exposed to litigation risks in our role as mvestment manager and special servicer.

CTIMCO's role as an investment manager for thpatties, including investors in our private equtgtforms and ou
CT CDOs, as well as CTIMC®'role as a special servicer expose us to litigatieks. In these roles, we me
investment, asset management, loan wark-and other decisions which could result in aslwdinancial impacts t
third-parties. These parties may pursue legal actiomnagas as a result of these decisions, the outcarhesich
cannot be certain.

If we invest in certain“swaps”, failure to obtain and maintain an exemption from bey regulated as a commodi
pool operator could subject us to additional regtin and compliance requirements which could mataty
adversely affect our business and financial conditi

Recently adopted regulations implementing the DBtk Act of 2010 establish a comprehensive newleggry
framework for derivative contracts commonly referte as “swaps.Under these recently adopted rules, among ¢
things, a private fund or other vehicle that tragesertain swaps, such as interest rate swaps,bmaagonsidered
“commodity pool,” which would cause its managerb® regulated as “commodity pool operator” or “CPQT
Legacy REIT and certain of our CT CDOs are partynterest rate swaps as a hedge against cert@iregttrate ris
which may render them commodity pools even thoughedntry into the swaps was not used for tradinggses
Under the new regulations, unless an exemptiowvadable, a CPO must register with the U.S. ComnyoButures
Trading Commission, or CFTC, and become a membehefNational Futures Association, or NFA, by thmel ef
2012, which will require compliance with NF&\'rules, and render such CPO subject to reguldtjothe CFTC
including with respect to disclosure, reporting;aelkeeping and business conduct. The CFTC staffdwently issue
an interpretative letter that excludes from thardébén of commodity pools certain securitizatioahicles, such as o
CT CDOs, that satisfy the criteria set forth in tledter. CT Legacy REIT currently qualifies for & aninimis
exemption from such registration contained in CHEQulations. If the securitization related intetptve relief is
rescinded or CT Legacy REIT no longer satisfiesd@eninimis exemption, CTIMCO would be required-égister a
a CPO and become a member of the NFA and, as &, iesuld be subject to regulation by the CFTC wigispect tc
disclosure, reporting, recordkeeping and businessuct.




If we resume our balance sheet investment actiaityl use interest rate swaps in connection withbalance she
investments and related borrowings, we may be densil a commodity pool. We would not use such sviapthe
purpose of trading in commaodity interests, and veeiléh not consider our company or its operationseé@ commodit
pool as to which CPO regulation or compliance tuieed. We would submit a naction letter request to the CF
seeking exemptive relief for our directors from CRIQistration under these new rules. There carob&saurance tr
any such relief will be granted. If exemptive rélis granted, we may be restricted to operatinghiwitcertair
parameters discussed in the no-action letter wmitdal to the CFTC.

The CFTC has substantial enforcement power witpeesto violations of the laws over which it hasigdiction
including their anti-fraud and amttanipulation provisions. Among other things, CFT@ynsuspend or revoke 1
registration of a person who fails to comply, plehsuch a person from trading or doing businesh wegistere
entities, impose civil money penalties, requiretingson and seek fines or imprisonment for crinlingolations
Additionally, a private right of action exists agsi those who violate the laws over which CFTC jugisdiction ol
who willfully aid, abet, counsel, induce or procareiolation of those laws. In the event we fairéaeive exempti
relief from the CFTC on this matter and our direstéail to comply with the regulatory requiremefsthese ne
rules, we may be subject significant fines, penalties and other civil or gavmental actions or proceedings, an
which could have a materially adverse effect onbusginess, financial condition and results of ofiena.

Risks Related to Our Company

We are dependent upon our senior management teameteelop and operate our business.

Our ability to develop and operate our busines®ddp to a substantial extent upon the experieretajanships ar
expertise of our senior management and key empsoye cannot assure you that these individualsreiitiain in ou
employ. Our chief executive officer, Stephen D.vitiaour chief financial officer, Geoffrey G. Jesyiand our chit
credit officer, Thomas C. Ruffing, are currentlyt manployed pursuant to employment agreements. Téarebe n
assurance that Messrs. Plavin, Jervis, and Ruffifigenter into new employment agreements purstanthich the'
agree to longerm employment with us. In addition, the departofeMr. Plavin from his employment with
constitutes an event of default under the repuesfedlity of our restructuring subsidiary, CT LegaAsset, unless v
hire a suitable replacement acceptable to the tende

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 conflictsirdérest in the allocation of investment opportigsitbetween o
balance sheet, should we resume our balance shesstinent activity, and our investment managemehtcles. Ii
addition, we may make investments that are senmigquroor to, participations in, or have rights ainterests differer
from or adverse to, the investments made by ougstment management vehicles. Our interests in swastment
may conflict with the interests of our investmeramagement vehicles in related investments at the ¢f originatio
or in the event of a default or restructuring af thvestment. Finally, our officers and employees/have conflicts i
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(a)(1)(Cheflhvestmen
Company Act of 1940, as amended, or the Invest@entpany Act. To qualify for this exclusion, we i@ engage:
in the business of investing, reinvesting, ownihglding, or trading securities and we do not ownvéstmen
securities"with a value that exceeds 40% of the value of otaltassets (exclusive of government securitiescast
items) on a consolidated basis. We may not be @bheaintain such a mix of assets in the future, attempts tc
maintain such an asset mix may impair our abilityptirsue otherwise attractive investments. In #&mfdithese rule
are subject to change and such changes may haeghamnse impact on us. We may need to avail oursedy
alternative exclusions and exemptions which mayireca change in the organizational structure oftasiness.

Furthermore, as it relates to our investment inrestructuring subsidiary, CT Legacy REIT, we retyan exclusiol
from registration as an investment company affordgdbection 3(c)(5)(C) of the Investment Company éic1940.
Given the material size of CT Legacy REIT relatieour 3(a)(1)(C) exclusion, were CT Legacy REITb&requirec
to register as an investment company, we may natifguor our 3(a)(1)(C) exclusion. Under this eusion, CT
Legacy REIT is required to maintain, on the bagipasitions taken by the SEC staff in interpretaused noaction
letters, a minimum of 55% of the value of the t@ts$ets of our portfolio imiortgages and other liens on and inter
in real estate,Wwhich we refer to as Qualifying Interests, and aimum of 80% in Qualifying Interests and real es
related assets. Because registration as an investtompany would significantly affect CT Legacy HHE ability to
engage in certain transactions or to organizefiteelhe manner it is currently organized, we imteén maintain it:
qualification for this exclusion from registratiolm the past, based on SEC staff positions, whenired due to th
mix of assets in our balance sheet portfolio, weehpurchased agency residential mortgage backadites thai
represent the entire beneficial interests in theéedging pools of whole residential mortgage loamkich we treat a
Qualifying Interests. Investments in such poolsvbble residential mortgage loans may not repreaergptimum us
of our investable capital when compared to thelabbs investments we target pursuant to our investnstrategy
These investments present additional risks to od, these risks are compounded by our inexperientie such
investments. We continue to analyze our investmantsmay acquire other pools of whole loan residentortgage
backed securities when and if required for comgkapurposes.

We treat certain of our investments in CMBS, B No&ad mezzanine loans as Qualifying Interests fopgses 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 supfartreatment
these investments as Qualifying Interests, we tmdht them, for purposes of determining our eligipbifor the
exclusion provided by Section 3(c)(5)(C), as resihte related assets or miscellaneous assetsprxpepte.

The SEC staff has recently commenced an advanéeenoiemaking initiative, indicating that it isaensidering it:
interpretive policy under Section 3(c)(5)(C) andetifer to advance rulemaking to define the basighferexclusion
We cannot predict the outcome of this reconsidematir potential rulemaking initiative and its impaa our ability tc
rely on the exclusion.

If CT Legacy REITS portfolio does not comply with the requiremeriftthe exclusion we rely upon, it could be forc
to alter its portfolio by selling or otherwise disging of a substantial portion of the assets thatrmt Qualifyinc
Interests or, with the consent of its shareholdbysacquiring a significant position in assets thet Qualifying
Interests. Altering CT Legacy REI3 portfolio in this manner may have an adverseceffa its investments if it i
forced to dispose of or acquire assets in an unédole market, and may adversely affect our stoaepr

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, that thipghrties could seek to obtain rescission of trai@mastundertaken during ti
period it was established that we were an unragidtewvestment company, and that we would be stibjdomitations
on corporate leverage that would have an adverpadton our investment returns.




Our investment management subsidiary, CTIMCO, igjigered under the Investment Advisors Act of 1940d is
subject to regulation under that Ac

CTIMCO has registered as an investment adviser ruttae Investment Advisers Act of 1940, or the Irtment
Advisors Act, and is subject to the extensive ratjoh prescribed by that statute and the regulatibereunder. W
are subject to oversight and examination by the 8HE respect to CTIMCO's activities as a regigeirgvestmen
adviser under this regulatory regime. A failuretonply with the obligations imposed by the Investingdvisers Act
including recordkeeping, advertising and operating requiremensglaure obligations and prohibitions on fraudu
activities, could result in fines, censure, susmarsof personnel or investing activities or otlsanctions, includin
revocation of our registration as an investmenisatv The regulations under the Investment Advigetsare designe
primarily to protect investors in our funds andaatlelients. They are not designed to protect hsladérour publicly
traded common stock. Even if a sanction imposethagg@TIMCO or its personnel involves a small mamgtamount
the adverse publicity related to such sanctiondtarm our reputation and our relationship with found investor:
and impede our ability to raise additional capitahew funds. In addition, compliance with the Istveent Advisor:
Act may require us to incur additional costs, dmse costs may be material.

Changes in accounting pronouncements have matesiathanged the presentation and content of our firaal
statements

Beginning January 1, 2010, we adopted new accayntjnidance which required us to consolidate ce
securitization vehicles in which we have subordinatestments. This consolidation resulted in aificant increas:
to our GAAPbasis assets and liabilities, which may be miskeadd readers of our financial statements. In éuldi
we are required to record losses under GAAP ondlimtaded assets which may be in excess of our enanimteres
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 tistable to us ti
repay senior note holders, assets financed thramghCDOs may generate current taxable income witta
corresponding cash distribution to us. In orderragse 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 nesgiénts.

In the event we experience ¢‘ownership change”for purposes of Section 382 of the Internal RevenGede, of
1986, as amended, our ability to utilize our netespting losses and net capital losses against fettaxable income
will be limited, increasing our dividend distribuih 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 améosship changefor purposes of Section 382 of the Inter
Revenue Code of 1986, as amended, or the IntemariRie 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 class A common stock, and are gelterbeyond our control. The issuance of our preférstock
purchase rights pursuant to our tax preservatiamesiolder rights plan deters but does not prevactt an ownershi
change. In addition, such efforts to preserve th@sdenefits may significantly constrain our alilio raise additionz
capital through offerings of class A common stock.




Risks Relating to Our Class A Common Stock

Because a limited number of shareholders, includingembers of our management team, own a substantiahber
of our shares, they may make decisions or take @tiithat may be detrimental to your interests.

Our executive officers and directors, along witinieées for the benefit of their families, colleaily own and contrc
1,532,755 shares of our class A common stock reptieg) approximately 6.3% of our outstanding commtwtk as
of November 9, 2012. W. R. Berkley Corporation,VBRBC, which employs one of our directors, owns 3,843
shares of our class A common stock, which represapproximately 15.4% of our outstanding commowksis ot
November 9, 2012. By virtue of their voting powttese shareholders have the power to significanflyence oul
affairs and are able to influence the outcome atenarequired to be submitted to shareholdergagpproval, including
the election of our directors, amendments to oarteln, mergers, sales of assets and other acqussitir sales. Tt
influence exerted by these shareholders over dairaimight not be consistent with the interestsarhe or all of ou
other shareholders. In addition, the concentratibownership in our officers or directors or shalelers associate
with them may have the effect of delaying or preéwena change in control of our company, includiransactions i
which you might otherwise receive a premium for iyolass A common stock, and might negatively affaetmarke
price of our class A common stock.

Some provisions of our charter and bylaws, tax btsepreservation rights plan and Maryland law mageter
takeover attempts, which may limit the opportunafour shareholders to sell their shares at a faabte price.

Some of the provisions of our charter and bylaws iaryland law discussed below could make it maficdlt for a
third-party to acquire us, even if doing so might be fKieia¢ to our shareholders by providing them withe
opportunity to sell their shares at a premium ®ttien current market price.

Issuance of Preferred Stock Without Shareholderdad . Our charter authorizes our board of directorattthorize
the issuance of up to 100,000,000 shares of pesfestock and up to 100,000,000 shares of clasgvmmn 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 shfasésck of any class or series that may be iss@enl board o
directors, therefore, can exercise its power ttassify our stock to increase the number of shafg@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, conveosiother rights
voting powers, restrictions, limitations as to diemds or other distributions, qualifications onreror conditions ¢
redemption. The issuance of any preferred stockigher, could materially adversely affect the rightdolders of ou
class A common stock and, therefore, could redneesélue of the class A common stock. In additapecific rights
granted to future holders of our preferred stockl@¢de used to restrict our ability to merge wibh,sell assets to,
third-party. The power of our board of directors to ispteferred stock could make it more difficult, deldiscourage
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 procedurestterintroduction 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 approveskbller proposals opposed
management.




Maryland Takeover Statut. We are subject to the Maryland Business Comlmnadict which could delay or preve
an unsolicited takeover of us. The statute subistgntestricts the ability of thirgparties who acquire, or seek
acquire, control of us to complete mergers and rotlusiness combinations without the approval of board o
directors even if such transaction would be berafio shareholders. “Business combinations” betwsgch a third-
party acquirer or its affiliate and us are protadifor five years after the most recent date orclkvkive acquirer or i
affiliate becomes an “interested shareholder.” Arterested shareholdeid defined as any person who benefici
owns 10 percent or more of our shareholder votmgey or an affiliate or associate of ours who,rat ime within thq
two-year period prior to the date interested sharehdatius is determined, was the beneficial ownetQopercent ¢
more of our shareholder voting power. If our boafddirectors approved in advance the transactiat wwoulc
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 cautlek énto a business combination with us. Our badrdirectors coul
choose not to negotiate with an acquirer if therthadetermined in its business judgment that comsigesuch a
acquisition was not in our strategic interests. rEafter the lapse of the fiwgear prohibition period, any busin
combination with an interested shareholder mustdm®mmended by our board of directors and apprduedhe
affirmative vote of at least:

« 80% of the votes entitled to be cast by sharehsjderd

« two-thirds of the votes entitled to be cast by shadrsl other than the interested shareholder anidhet
and associates there

The supemajority vote requirements do not apply if the saction complies with a minimum price requiren
prescribed by the statute.

The statute permits various exemptions from itssisions, including business combinations that amengpted by th
board of directors prior to the time that an ins¢éed shareholder becomes an interested shareh@derboard c
directors has exempted any business combinatiariviimg 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,igheance (
shares to WRBC. As a result, these parties may ertte business combinations with us without comupdie with th
super-majority vote requirements and the otheriptons of the statute.

We are also subject to the Maryland Control Shacguésition Act. With certain exceptions, the MaryhaGener:
Corporation Law provides that “control shares”a Maryland corporation acquired in a controlrshacquisition hax
no voting rights except to the extent approved ot of twothirds of the votes entitled to be cast on the en,
excluding shares owned by the acquiring persoryaup officers or by our directors who are our eoygles, and m:
be redeemed by us. “Control sharag2 voting shares which, if aggregated with alkotshares owned or voted by
acquirer, would entitle the acquirer to exerciséngpower 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 considentiteng rights of the “control sharesi question. If no request fo
meeting is made, we may present the question aslzeneholders’ 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 cer@dmditions and limitations, we may redeem for falue any or a
of the control shares, except those for which \ptights have previously been approved. If votiigints for contrc
shares are approved at a shareholdaegting and the acquirer may then vote a majofith® shares entitled to va
then all other shareholders may exercise apprégats. The fair value of the shares for purposkethese apprais
rights may not be less than the highest price parespaid by the acquirer in the control share aitégpn. The contrc
share acquisition statute does not apply to shergsired 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 oadwgl Our bylaw
contain a provision exempting certain holders idieat 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 ebalers Act which permits our board of directors,oam othe
things and notwithstanding any provision in our redaor bylaws, to elect on our behalf to stagder terms ¢
directors and to increase the shareholder voteinetjio remove a director. Such an election woudphificantly
restrict the ability of thirgparties to wage a proxy fight for control of ourabt of directors as a means of advanci
takeover offer. If an acquirer was discouraged faffering to acquire us, or prevented from sucadlstompleting i
hostile acquisition, you could lose the opportumitgell your shares at a favorable price.




Shareholder rights plans such as the plan we rgcadbpted for the purpose of preserving our tareffies, are
commonly understood to have atikeover effects. Under our tax benefit preservatights agreement, if any pers
or group acquires 4.9% or more of our outstandilagsc A common stock without the approval of ourrdoaf
directors under specific circumstances, our exgsshareholders have the right to purchase sharesotlass £
common stock at a substantial discount to the puhkirket price. The agreement is intended to aet dsterrent t
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 imalchy many factors.

As with any public company, a number of factors rnmagact the trading price of our class A commortktanany of
which are beyond our control. These factors inclidaddition to other risk factors mentioned irstbection:

the level of institutional interest in us;

- the perception of REITs generally and REITs withrtfotios similar to ours, in particular, by mar
professionals

« the attractiveness of securities of REITs in corngoarto other companies;
« the market’s perception of our ability to succelgfnanage our portfolio; and
« the general economic environment and the commeadhlestate property and capital markets.

Your ability to sell a substantial number of shares$ 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 volunfi@ar share:
of class A common stock has historically been lothan the trading volume for certain other compsinfes a resuli
the ability of a holder to sell a substantial numbfshares of our class A common stock in a timmegnner withou
causing a substantial decline in the market valuth® shares, especially by means of a large btcde, may b
restricted by the limited trading volume of the isaof our class A common stock.

Our shares of class A common stock may be delistech the NYSE if the price per share trades belo.@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&bwWwO0. In the event the average closing price ofaass A
common stock for a 3@ay period is below $1.00, our stock could be tidigrom 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 motevdtrectors, officers and employees.




Risks Related to our REIT Status and Certain OtherTax ltems

Our charter does not permit any individual to owname than 9.9% of our class A common stock, and atfgs 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 méinan a certain percentage, currently 9.9%, ofdhser of the tot:
number or value of the outstanding shares of aasscA common stock as a means of preventing owipes$imore
than 50% of our class A common stock by five ordeindividuals. The chartes’constructive ownership rules
complex and may cause the outstanding class A constozk 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@dass A common stock in excess of the ownershif Without the
consent of our board of directors will be void, awitl result in the shares being transferred byrafien of the charte
to a charitable trust, and the person who acquueth excess shares will not be entitled to anyibligions thereon ¢
to vote such excess shares.

The 9.9% ownership limit may have the effect ofghrding a change in control of us by a thparty without 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 wogtreasonabl
jeopardize our REIT status). The ownership limémptions and the reset limits granted to date wbrid our board
of directors’ability to reset limits in the future and at thengatime 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 gagdends in the future.

We expect in the future when we generate taxaldenie to pay quarterly dividends and to make distidims to oul
shareholders in amounts so that all or substaytialll of our taxable income in each year, subjectcertain
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 diigcretion of ou
board of directors and will depend on our earnimgs, financial condition, maintenance of our REtatgs 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 fovwa offset future
taxable income, and therefore reduce our dividemglirements. In addition, some of our distributiomay include :
return of capital, which would reduce the amountafital available to operate our business.

We will be dependent on external sources of capitafinance our growth.

As with other REITs, but unlike corporations getigrapur ability to finance our growth must largehe funded b
external sources of capital because we generalhjhawe 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.aGeess ti
external capital will depend upon a number of festincluding general market conditions, the maskperception ¢
our growth potential, our current and potentialifatearnings, cash distributions and the markeepf our class /
common stock.




If we do not maintain our qualification as a REITwe will be subject to tax as a regular corporati@md face &
substantial tax liability. Our taxable REIT subsidries are subject to income ta

We expect to continue to operate so as to quadifg REIT under the Internal Revenue Code. Howeypalification
as a REIT involves the application of highly teatatiand complex Internal Revenue Code provisionsvfiach only a
limited number of judicial or administrative integpations exist. Notwithstanding the availabilifiycoire provisions it
the tax code, various compliance requirements cbelthiled and could jeopardize our REIT statustif@axmore, nev
tax legislation, administrative guidance or couwgtidions, in each instance potentially with rettiveceffect, 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 sharehsld®icomputing taxable income and being subjeftdera
income tax on our taxable income at regular cotgarecome tax rate:

« any resulting tax liability could be substantiatiaoould have a material adverse effect on our wadke;

« 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; ar

« we generally would not be eligible to requalifyaaREIT for four full taxable years.

Fee income from our investment management busiregxpected to be realized by one of our taxabldTF
subsidiaries, and, accordingly, will be subjecimmme 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 andaélassets, tr
amounts we distribute to our shareholders and theewship of our stock. We may also be required take
distributions to shareholders at disadvantageousstior when we do not have funds readily availtdnelistribution.
Thus, compliance with REIT requirements may hiralarability to operate solely on the basis of maxing profits.

Complying with REIT requirements may force us tgliidate or restructure otherwise attractive invegms.

In order to qualify as a REIT, we must also enshat at the end of each calendar quarter, at st of the value ¢
our assets consists of cash, cash items, governseentities and qualified REIT real estate asSéis. remainder c
our investments in securities cannot include mbhexnt10% of the outstanding voting securities of ang issuer ¢
10% of the total value of the outstanding secigité any one issuer unless we and such issuefyjatgct for suct
issuer to be treated as a “taxable REIT subsidiander the Internal Revenue Code. The total valuallodf our
investments in taxable REIT subsidiaries cannoeed@5% of the value of our total assets. In agiditho more tha
5% of the value of our assets can consist of thargges of any one issuer other than a taxableTRigbsidiary. If we
fail to comply with these requirements, we muspdge of a portion of our assets within 30 daysrdfte end of thi
calendar quarter in order to avoid losing our RE#atus and suffering adverse tax consequences.

Since we have not originated new balance sheesimants since 2009 and transferred a substantiibpmf our
investments to CT Legacy REIT, our ability to sgtithe asset and income REIT qualification requieais will be
more difficult and unless we are able to raise dapital to originate new balance sheet investmenis, 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 grethi@n our cash flow available for distributiondleareholders. |
we do not have other funds available in these titns, we may be unable to distribute substantilllyf our taxable
income as required by the REIT provisions of thiermal Revenue Code. Thus, we could be requirdadtmw funds
sell a portion of our assets at disadvantageogepor find another alternative. These optionsccmdrease our cos
or reduce our equity. Our interests in CT LegacyTR&nd our CT CDOs may cause us to recognize taxaglome
without any corresponding cash income and we maeteired to distribute additional dividends inkcasd/or clas
A common 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 2011 debt restructuring, wansferred certain of our legacy assets to CTatgdREIT, ¢
special purpose entity which is taxed as a REITplmposes of federal income taxes. As a REIT, Cgacg REIT is
generally subject to the same risks described albatrerespect to distribution requirements, linibats on the type
and quantities of permissible assets and incontepanalties for non-compliance with REIT regulasion

In addition, CT Legacy REIT is generally precludeaim making new investments, and a portion of #gaty asse!
which are held by CT Legacy REIT may not qualifyRESIT 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 pricegoamnerminate
REIT status, which could result in material taxed genalties.



